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e don’t mean to com- 
plain; we're extremely 


grateful to have been in- 
volved in many of the key 
oil discoveries of the twentieth 
century, so far. But take three 
of the most famous. 

If vou were to stick pins 
in a map of the world, vou 
couldn't pick three more 
dangerous, inhospitable and 
downright 
places on earth to explore 
and drill for oil. Persia at the 
turn of the century was a 
virtually lawless land and 
work was continually delayed 


inconvenient 


by heat-stroke and sickness, 
The drinking-water was, 
according to one of our 


engineers, “best described as - 


dung in suspension” 
Alaska, meanwhile, was 


“a mean, nasty unforgiving 


place to work? according to 
one geologist. The tundra 
freezes to concrete in winter 
and thaws into a sponge- 
like prairie in summer. 
Beneath is the permafrost, 


so-called because it is perma-, 
nently frozen to a depth of 


300 metres. 
A pretty conundrum for 


‘ve been baked in the Gulf, drenched in the North Sea and frozen in Alaska. - 


those charged with building 
380km of pipeline across it. 

Successfully completed, 
the trans-Alaskan pipeline 
remains one of the greatest 





For all our tomorrows. 
feats of engineering ever 
undertaken. The same can 
be said of our North Sea 
platforms. Taller than Big 
Ben, these have to withstand 
hurricane force winds and 
15 metre waves. 










Ás one skipper put it: 
“Theres nothing quite as 
vile as the North Sea when 
she is in a temper" 

Admittedly we've been a 
ntle more fortunate with 
our latest discoveries. In the 
mountains of Colombia and 
the waters of the Mexican 
Gulf where we only have 
the occasional hurricane to 
contend with. — . 

Nevertheless, is it too 
much to ask that the next 


time we strike oil, the gods — 


could exercise a bit more 
restraint. ..? | 
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Letters intended for publication must include the writer's name and address. 


All letters are subject to editing for length. 





A Prince of a Fellow 
Your 4 February package [Cambodia's 
Norodom Sihanouk: ‘Give Me a Chance,’ 
COVER STORY] was simply a forum for the 
prince, speaking from the comfort of his 
palace in Peking, to criticise from afar the 
peace accord he so wanted the interna- 
tional community to implement in Cambo- 
dia. The article failed to include the opin- 
ions of those who have worked hard in 
trying to bring peace to Cambodia and left 
readers thinking that Sihanouk is the sole 
saviour he makes himself out to be. Actu- 
ally he is more of a thankless monarch who 
is handed what he wants and then says it's 
not good enough. 

While the United Nations Transitional 





Authority in Cambodia (Untac) is not per- 
fect, the Cambodians are to blame for the 
mission's failure because they have refused 
to abide by the peace accord they signed in 
199] authorising the largest UN peacekeep- 
ing operation in history. Instead of criticis- 
ing Untac's inability to force the four Cam- 
bodian factions, especially the Khmer 
Rouge, to cooperate, Sihanouk should ad- 
mit that he failed, both before and during 
the UN operation, to do the same. 

If Sihanouk lived in Cambodia he might 
realise that Untac has created enough sta- 
bility to put Cambodia back on the map so 
that long-sought-after foreign investment 
is abundant, and non-governmental 
projects and international donations are 
thriving. Untac has repaired roads and 
bridges, trained ex-soldiers to de-mine, and 
educated Cambodians about democracy 
and human rights. The prince ought to be 
thankful for what the UN has managed to 
do despite the unwillingness of the 
Cambodian parties, and himself, to bring 
peace. 

DAVID CHAPPE 
Phnom Penh 


In your question-and-answer interview 
with Prince Sihanouk [Sharp Words, 4 
Feb.], he refers to and rejects what was re- 


garded as a proposal from the Association 
of Southeast Asian Nations (Asean) that 
"the Supreme National Council should dis- 
appear in favour of a four-party govern- 
ment" for Cambodia. 

Just to clear the record, Asean never 
made such a proposal. Apparently Si- 
hanouk was responding to news reports 
that one Asean member was entertaining 
the idea of forming an interim quadripar- 
tite government in Cambodia before the 
elections. But Asean itself never discussed 
this idea, let alone gave it a formal endorse- 
ment. The foreign minister of Indonesia, 
Ali Alatas, during his rounds to Peking, 
Bangkok and Phnom Penh, assured Si- 
hanouk and the leaders of the factions that 
the idea did not represent the view of 
Asean. Unfortunately this did not occur 
until after your interview. 

DINO PATTI DJALAL 
Department of Foreign Affairs 
Jakarta 


I want to join author David Chandler [LET- 
TERS, 18 Feb.] in congratulating the REVIEW 
for your excellent cover story on Prince Si- 
hanouk. But I beg to differ with Chandler 
in his assessment of the prince's role in the 
resolution of the current stalemate in Cam- 
bodia. 

In light of the complete failure in the 
implementation phase of the 1991 Paris 
Peace Accord, more and more Khmer and 
foreign observers (and | want to empha- 
sise "observers," as opposed to the many 
foreigners in Cambodia who are active par- 
ticipants) see Sihanouk as the last hope. 
Everyone now agrees that Untac is deter- 
mined to carry out the promised general 
election in April regardless of circum- 
stances. This understandably leads to a 
growing perception that Untac is a farce 
designed to legitimise the status quo. 

Given the circumstances, the choice be- 
fore Cambodians is limited to: 

1) accepting the administration in 
Phnom Penh (with the implication of con- 
tinued foreign control); 

2) proceeding with a de facto partition 
of Cambodia with the Phnom Penh forces 
plus a few minor other political parties on 
one side and the Khmer Rouge plus a few 
other parties on the other; or 

3) accepting Sihanouk as the compro- 
mise solution. 

As one who had been involved with the 
non-communist resistance activities in the 
1980s (which contributed to the peace set- 
tlement), I would very much favour a uni- 
fied, non-communist solution as the alter- 
native to either of the two communist 
groups — the Phnom Penh regime and the 
Khmer Rouge. But such a solution is not 
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possible for the moment. Sihanouk is th ; 
only man capable of uniting all Khmer fe: - 
tions and calling on the most qualified in 4 
government of national reconciliation. 
VORA HUY KANTHOUL 
Long Beach, California 


When all is said and done, Prince Sihanouk 
remains the legitimate leader of Cambo- 
dia. The Western nations, led by the US, 
have been instrumental in sustaining the 
most unthinkable coalition between the 
Sihanoukist forces and Pol Pot's murder- 
ous Khmer Rouge. Today they should sup- 
port a coalition between the Sihanoukists 
and the Phnom Penh regime, with the 
prince providing the legitimacy and Hun 
Sen the troops. Only such an arrangement 
will prevent Cambodia’s disintegrating 
into another Bosnia. 
MAHMOOD ELAHI 
Ottawa 


Guns for Butter? 
In your 18 February issue [Scrambled Jets] 
you reported on America's attempt to per- 
suade Malaysia to buy General Dynamics 
FI6A/B or McDonnell Douglas F/A18 
fighter aircraft instead of the MiG29M su- 
personic fighters Russia is offering. Might 
it not be better for Malaysia to buy some of 
both. In exchange, the US would support 
Prime Minister Datuk Seri Dr Mahathir 
Mohammad's proposed East Asian Eco- 
nomic Caucus, and the Russians would 
open up the vast market in the former So- 
viet states to Malaysian goods. In other 
words, MiGs for palm oil. 
JAMES B. K. TEE 
Kuala Pilah, Malaysia 


British First 
In your report on President Francois 
Mitterrand's visit to Hanoi [French Dress- 
ing, 25 Feb.], you refer to the French diplo- 
matic tradition of trail-blazing in Asia. You 
are right to commend the French for their 
foresight, but France was not "the first 
Western nation to recognise China." It was 

Britain. 

DAVID FLINT 
Faculty of Law and Legal Practice 
University of Technology 
Sydney 





Correction 

In à REGIONAL BRIEFING on South Korea 
[Review, 18 Mar.] a picture of Rev. Moon 
Sun Myung was inadvertently used in a 
reference to Rev. Moon Ik Hwan. We regret 
the error. 
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PM highway Hongkong is building to 


Did you hear about t 
Peking? The only t ule i is, tle PLA is refusing to pay tolls for its 
Wd 





im his is but one example of the black humour popular 

@ in Hongkong in wake of Peking's latest tantrums 

M against Governor Chris Patten. The ostensible focus of 
these attacks is the governor's decision to go ahead with the 
process of bringing his modest programme of political re- 
form before the Legislative Council (Legco), a decision taken 
after four delays designed to give China a chance to first 
come to the negotiating table. In response China has not 
minced words. The F Ministry said it was "shocked." 
Premier Li Peng tos 










jusly." And the director of the Hong- 
Affairs Office declared that Mr Patten 
would go down in Hongkong history as "the criminal of all 
time." 

The context of. these personal attacks suggests, however, 
that their real object is not Mr Patten but the people of 
Hongkong. From the start the governor has insisted that 
what he has put forward are only proposals, and he has 
coupled all his statements with repeated entreaties for China 
to come discuss them. Yet the reason these talks never 


materialised has nothing to do with this or that provision | 


that China might find objectionable. The crunch came over 


Peking's opposition to having any voice for Hongkong peo- | : 
| spread of such weaponry than to deal with the threat posed ` 


ple in the discussions over the territory's future. 


Peking stifles Hongkong voices - 


í ut from his two-hour address to | 
ongress to accuse the governor of | 


| less see itself become more directh 
| ple of Hongkong. Instead, the t 


L 









cials, says China, “are not am 
of such talks." As for the Legisla 
permitted to decide the fate of the! 


settled between London and Peking directly, pi 
hind closed doors. Thus have the communist Ch 


allowed." 2 


Kim's Big Bang - 


North Korea’s nuclear. ql 


eave it to Kim Il Sung to ruin a good thing. 
it would never be confused with proche 
limited accommodations Mr Kim h 
reached with the South — against t 

decades of unvarnished Stalini - couraged | | 
Seoul that it had even begun to try to calstilate the financial |. 
costs of re-unification. By withdrawing from the nuclear. mt 








Non-Proliferation Treaty (NPT), Mr Kim has not only killed $ 


talk of re-unification, he has sacrificed all the trade, aid and — | : 
international good will that would otherwise have been: |. 


| forthcoming. Obviously he prefers to have a bomb. 


To put it another way, what China really objects to is not | 


democracy — Mr Patten himself concedes in our interview 


that his proposals give Hongkong only a token degree of | 
democracy — but the attempt to legitimise independent | 
Hongkong voices. They object to this, moreover, whether it | 


takes the form of individual politicians such as legislator | 


Martin Lee, potential negotiators such as Secretary for Con- | 
.Stitutional Affairs Michael Sze, or even Hongkong institu- | 
_ tensions. 


tions such as Legco. 


As Mr Patten says, to talk about Hongkong people's run- | 
ning Hongkong but Hongkong people not allowed to talk | 
at the table, well, “that’s a bit rum." This, of course, was | 
precisely the outcome feared back in October 1984 when the - 
Joint Declaration was first negotiated. Then-governor Sir _ 
Edward Youde sought to re-assure a nervous Hongkong by | 
| ing" North Korea, the first order of business must be to 


emphasising Britain's commitment "in the years immedi- 
ately ahead . . 


. to root political power in the community - 


where it belongs." If the credibility of both Britain and Legco | 
is lower today than it ought to be, it is because Britain had _ 
| friends a stern lecture. As Mr Kim rattles his sabre, South 


gone back on its word by not starting the process until Mr 
Patten's arrival. 


And so we are left with a China outraged over a gover- - 


nor who intends to keep British promises. Hongkong offi- | 
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Unfortunately, the NPT is designed more to prevent the 


by states that have or are determined to get them. In Asia _ 
the stakes are high: a nuclear-armed North might encour- 
age an insecure Seoul into developing its own bomb, which : 


would probably provoke Japan into wanting the same, |. 
which would in turn set off alarms over all Asia. Great | 
Leader Kim's declaration of a “semi-state of war,” ostensi- |. 
bly in reaction to the annual Team Spirit joint military |. 
exercises between the US and Korea, has not exactly eased | 


Yet with all this we think it worth noting that the South 
Koreans have been more measured in their response than 
many elsewhere. Doubtless this is at least partly because 
South Koreans see Pyongyang's latest threat less as a shock- 
ing departure than business as usual Against those who 
worry most about the international community’s "isolat- 


reassure Seoul of international support, both in the form of 
an unequivocal American security commitment and back- 
door pressure on the Chinese to give their North Korean 


_ Koreans need to know that the rest of the world has lined 
up behind them in support. Mr Kim needs to know it. as | 


well. 
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I ese come | | ; 
full circle, nailing to their door an order reminiscent of the | 
worst of colonial Shanghai: “No dogs or Hongkong Chinese | 
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ESCAPE TO THE HEART OF THE CITY. 





Inter-Continental hotels are centrally located in the important Business Traveller Magazine consistently votes Inter-Continent 
business cities throughout Pacific/Asia. ‘The Best International Hotel Chain for Business’. 

Wherever your itinerary takes you, expect comprehensive business P Stay right where you need to be. Stay Inter-Continental, an 
facilities, exceptional comfort and a welcome feeling of tranquility. 0t escape to the heart of the city. 


INTER CONTINENTAL 
HOTELS 


ADELAIDE * BANGKOK * BOMBAY * COLOMBO + JAKARTA * MANILA * NEW DELHI * SEOUL * SHENZHEN * SYDNEY * TOKYO * YOKOHAM 
OPENING SOON - BALI 1993 * SINGAPORE 1995 * SURABAYA 1996 


For reservations at any Inter-Continental or Forum Hotel worldwide call vour travel agent or any of the following Reservations Centres: AUCKLAND: (64)(9)3091-4- 


HONG KONG: /85$2827.0000 * SINGAPORE: (65!226-2822 * SYDNEY: (Toll-free number 008)221-3335 * TOKYO: (Toll-free number 0120)4556 
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Let's face it, all private bankers talk about personalized thinking up solutions. What's more, they've been in Asia 
service, confidentiality and creative solutions. But most of for more than 130 vears and fully understand the business 
them have so many clients, they can't possibly deliver culture in the region. 

Thats why I opted for Standard Chartered Equitor At the end of the day, what that means to me is better 
Group's private banking wealth management. 

They take on just a few select Standard Chartered Equitor is the financial services division 


clients. So they can afford to spend of the Standard Chartered Bank Group, 
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| Tight Fit 


When China launched its first prototvpe 


| Luhu-class destroyer 1991, its General Elec- | 


| tric LM2500 twin gas turbine en gines rep- | Kuomintang (KMT). Without disputing 


| resented one of the most significant tech- | Survey results, media professional fas 
. nology transfers to take place in the hey- | KMT insiders say the complaints come from... 


| . day of Sino-US military cooperation under | the pro-China wing of the KMT, which 


_ former president Ronald Reagan. How- lost control of Taiwan's TV industry to- 

| ever, the warship has since been returned | 
_ to the Jiangnan shipyard where it was built. | 
; to have "integration problems” rectified. - 
| Western military sources say the problem - 
| arose because the Chinese naval architects | jd 5 
| responsible for designing the Luhu's hull | tus of forces" agreement to cover their serv- 
| and engine space failed to pay sufficient | ice personnel on shore leave if Manila de- = 
, | attention to the US-made power plants’ 


| size specifications. 


INTELLIGENCE 


Bad Example 


As the UN prepares to hold Cambodia's | 
_ first election in more than two decades, for- - 
_ eign election experts are arriving in large | 
, number to educate the local population on | 
| the mysteries of Western democracy and | 
: electoral campaigning. Among the “ex- 


perts" is a member of El Salvador's Alli- 


| ance Party (Arena), whose late founder | 
_ Roberto d'Aubuisson was held responsible | 
_ for ordering the assassination of the coun- | 
| ty's archbishop in 1980 and who routinely | 
_ used death squads to intimidate or elimi- 
| nate his opponents. 


Underfed and Under Untac 


Some UN troops in the more remote 


| areas of Cambodia are complaining that - 
| their food rations are often inedible. They | 
, grumble that by the time their mainly | 
| tinned food arrives it is often too mouldy 
| to eat. For example, soldiers serving in a - 
, Thai engineer battalion based in Sisophon, - 
. western Cambodia, under the UN Transi- . 
_ tional Authority in Cambodia (Untac) envy | 
_ their colleagues in another engineer unit - 
. based near the Thai border. Those troops | 
| are in Cambodia under an arrangement | 
_ with the Phnom Penh government and - 
. have fresh food brought from across the | 
| Thai border, while the Sisophon-based bat- _ 
_ talion has to rely on Untac's canned rations. 


Puppet Show 


Taiwan’s most acclaimed television pre- 


_ senter's confession that she felt like a “pup- | 
, pet" because of the lack of credibility on 
| the TV news, brought into the open a politi- | 
_ cal struggle over control of the broadcast : 
, media. Lee Yen-chiu's remarks at the an- | 
_ nual Golden Bell awards ceremony, where | 
| she received the Best News Anchor award, 
' coincided with the publication of a survey , 
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_ of TV reporters which cloitaéd 
, manipulation of the news by the pi 
| tial office and headquarters of the 









| President Lee Teng-hui and his loyalists. 


| Rules of Engagement 


Washington is likely to insist on a “sta- 


_ cides to allow port visits by US warships - 





US navy watches its back. 


| as part of its current review of US-Philip- 
. pine relations. It is understood the US atti- 
_ tude stems from past incidents involving 
| Philippine law enforcement officials. 


_ Worried Neighbour 


India’s Foreign Secretary J. N. Dixit is 


| expected to visit Rangoon soon as part of a 
, new push by New Delhi to increase its dip- 


lomatic and trade leverage in Burma, 
where China’s growing influence is worry- 
ing India’s security authorities. The 
planned visit by New Delhi's top diplomat 
comes soon after a tour of Burma by a 

trade delegation comprising Indian Gov- 


ernment officials and businessmen. 


: Cash Nexus 


Hanoi's plan to reform its civil service 


| salary structure in April is expected to 
| boost the government's 1993 budget deficit 


to Dong 9 trillion (USS860 million), equal 
to about 7% of the country’s GDP or more 


: than double the 1992 Dong 3.8 trillion defi- 
| cit. The salary reform, part of the govern- 


ment's s continuing moves towards a free 


| market, will change the salary structure 


from remuneration in kind to cash pay- 


, ments and will cost an additional Dong 4 
trillion. 


Frontal Assault 


HONGKONG 


China has personalised its attacks on Governor Patten as it tries 
to sway opinion in the colony against his reforms, not least by its 
plan to create a shadow administration. 


By Tai Ming Cheung in Hongkong 


t may be a very long four years to 1997, 

As Chinese-British relations hit rock-bot- 

tom over Hongkong, many wonder if 
the two antagonists can cooperate at all in 
the twilight years of colonial rule. 

Since Hongkong Governor Chris Patten 
gazetted his political reform proposals to 
the Legislative Council (Legco) on 12 
March, he has been branded by Chinese 
officials as a criminal, and there have been 
calls from sections of the country’s media 
for London to recall him. More ominously, 
there have been indications that Chinese 
cooperation with British and Hongkong 
authorities may no longer continue, in par- 
ticular over major infrastructure projects 
and contracts that straddle the 1997 transi- 
tion. 

Since the row broke out last October, 
Peking has failed to give its approval for 
tenders or contracts awarded by the Hong- 
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kong Government for the proposed Chek 
Lap Kok airport and other large-scale engi- 
neering projects. Although the Chinese 
authorities recognise that many of these 
capital projects are vital for Hongkong's 
continued economic growth, observers 
believe Peking may now be willing to 
further delay its backing for them until 
the 1997 handover. "A delay in the 
airport is inevitable, and may not be a bad 
thing to prevent any waste because of hur- 
ried construction. There is nothing magical 
about the 1997 date," says David Chu, a 
Hongkong adviser to the Chinese Govern- 
ment. 

Non-cooperation is likely to be expand- 
ed to include areas not previously affected 
by the political dispute, including land 
sales administered by the Sino-British Land 
Commission. Proceeds from these sales, 
which have reached some HK$25 billion 
(US$3.4 billion) since 1984, represent a ma- 
jor source of revenue for the post-1997 
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special administrative region (SAR) gov- 
ernment. Chinese representatives on the 
Land Commission, as well as the Joint Li- 
aison Group (JLG) that is responsible for 
overall cooperation over transitional mat- 
ters, have also refused to agree to dates for 
future meetings with their British counter- 
parts. 

Another new twist to this economic 
confrontation was a threat by China's For- 
eign Trade Minister Li Langing that Sino- 
British commercial ties could also be dis- 
rupted. Chinese officials indicated this 
could see British companies excluded from 
lucrative contracts, in much the same way 
as Peking has shut out French firms fol- 
lowing Paris' decision to sell fighter air- 
craft to Taiwan late last year. 

This move surprised British officials, 
who said British trade delegations that had 
visited China in the past few months had 
been assured by Chinese leaders that the 
row over Hongkong would not affect busi- 
ness links. Analysts see this tactic as an at- 
tempt by Peking to encourage the business 
lobby in Hongkong and Britain to pressure 
British Prime Minister John Major into sof- 
tening his support for Patten. 
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While Peking seems intent on being 
uncooperative in its dealings with the JLG 
and other transitional working bodies, it 
appears less willing to drastically erode 
confidence and stability in Hongkong by 
immediately establishing a fully fledged 
rival shadow government elsewhere in 
China. Although Lu Ping, director of the 
state council’s Hongkong and Macau Af- 
fairs Office, told a news conference in Pe- 
king on 17 March that China will begin 
making preparations to create its own SAR 
government — or “kitchen” in Lu’s words 
— it would not violate the provisions of 
the 1984 Sino-British Joint Declaration that 
recognises British authority up to 1997, "As 
far as the Chinese Government is con- 
cerned, we are abiding by the Joint Decla- 
ration,” Lu said. 

Lu saved his harshest remarks for 
Patten, a personalisation of the dispute that 
was greeted in Hongkong by the Hang 
Seng stockmarket index rapidly reversing 
its downward trend that had followed the 
gazetting of the reform bill. Lu’s con 
demnation of Patten was followed by an 
even more vitriolic broadside against the 
governor in a signed commentary in the 
Shanghai-based Liberation Daily. For the 
first time in an official organ, the commen- 
tary called on London to recall Patten be- 
cause he "has not only become an obstacle 
to the two countries' efforts to reach an 
agreement, a trouble-maker in Hongkong's 
smooth transition, but also a sinner who 
has destroyed Britain's international repu- 
tation." 

Tsang Yok-sing, chairman of the Demo- 
cratic Alliance for the Betterment of Hong- 
kong, a pro-China political party, believes 
that because Peking is aware of deep- 
seated suspicions that many local people 
have towards the formation of a shadow 
government, any new kitchen will not as- 
sume the status of an alternative power 
centre. Tsang believes the kitchen commit- 
tee will be primarily consultative in nature 
and will carry out research into problems 
that may affect the transition. 

The National People's Congress (NPC), 
China's parliament, is expected to approve 
the establishment of the kitchen com- 
mittee before the conclusion of its current 
session at the end of March. The NPC 
Standing Committee will be given the task 
of defining the kitchen’s membership and 
duties, and analysts expect it could begin 
operating as soon as June when it next 
meets. 

The kitchen committee will almost cer- 
tainly be dominated by Chinese officials, 
though there is expected to be a sizeable 
number of pro-China Hongkong repre- 
sentatives. Some of these delegates could 
come from a group of around 50 Hong- 
kong-based advisers that the Chinese Gov- 
ernment is scheduled to appoint in early 
April at a meeting in Peking. 

These advisers, supplementing an ini- 
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tial group of 44 prominent Hongkong busi- 
nessmen and pro-China supporters who 
were appointed a year ago, will provide 
Chinese decision makers with information 
on public sentiment in the colony as well 
as policy suggestions. They are expected to 
come almost exclusively from the ranks of 
those sympathetic to Peking’s views in the 
current dispute. 

One of Peking’s main aims behind its 
recruitment of these advisers, in particular 
legislators, is to attempt to further isolate 
Legco's influence on policy-making. At the 
core of China’s anger towards Patten is 
Peking’s perception that he is trying to turn 
Legco into a semi-sovereign institution by 
permitting legislators to decide on the ac- 
ceptability of his constitutional reforms. 
Peking has insisted that Legco has no right 
to decide on these issues, which should be 
left to the British and Chinese govern- 
ments. 

Even though Peking has virtually ruled 
out any possibility of talks taking place fol- 
lowing the gazetting of Patten's reform bill, 
Chinese officials have said they have not 
completely them ruled out. But Lu pointed 
out that even such slender hopes would 
vanish once the bill was tabled in Legco. In 
a meeting on 23 March, the Executive 





Lu directs his harshest comments at Patten. 


Council decided to delay the introduction 
of the reform bill, which some politicians 
feel may serve as a cooling-off period and 
pave the way for a resumption in diplo- 
matic contacts. 

But many analysts say it is now 
too late for any resumption of talks. A 
number of Hongkong officials believe the 
collapse of the diplomatic dialogue, which 
had already dragged on for more than a 
month, may even have been for the better 
as they did not see any significant re- 
laxation in Peking's uncompromising 
stance on Patten's reforms. "Even if the 
talks had started, there was so little flex- 
ibility on the Chinese side that it is diffi- 
cult to see any prospects for success," one 
official said. Li 


HONGKONG 


Question of 
Honour 


elcome to the eternal villain's 
Wi: said Hongkong Governor 

Chris Patten as he welcomed 
Dow Jones news executives, including 
REVIEW editor L. Gordon Crovitz, into his 
office. The day before the 18 March in- 
terview, Lu Ping, director of China’s Hong- 
kong and Macau Affairs Office, said that 
“in the history of Hongkong, [Patten] 
should be regarded as the criminal of all 
time.” Considering the high-tension battle 
over his democratic-reform proposals for 
Hongkong, Patten was in good spirits dur- 
ing the nearly hour-long interview. Ex- 
cerpts follow, and a related editorial ap- 
pears on page 5. 





There seems to be a difference of view 
about how villainous you are. 

If you strip it of the abuse, Lu Ping’s 
comments stressed China's commitment to 
the sustained prosperity of Hongkong, to 
people's livelihoods, and that 


is good news. 


vive 


You started off with an “if,” 
though. Can you really strip 
it of the abuse? 

Sure. | am going to be 
here until 30 June 1997. ] am 
sure that Director Lu of the 
Hongkong and Macau Af- 
fairs Office will need to take 
account of that fact. 


Do you read it that he seeks 
to sever you from that posi- 
tion? 

I am appointed by the 
British prime minister. The 
notion that there is any dif- 
ference between the governor 
and the [British] government 
is, to be polite, not well founded. And it 
constantly surprises me that Chinese offi- 
cials miss the point. I mean, they must 
know that I am one of the prime minister's 
and foreign secretary's closest friends in or 
out of politics. They must have available to 
them my curriculum vitae and know that I 
was chairman of the Conservative Party 
during an extremely difficult election 
which we won during a recession. 


Why are the Chinese so adamant to pre- 
vent Hongkong officials from participat- 
ing in negotiations? 

Another good question, because for a 
decade Hongkong Government officials 
have been part of the British team — the 
Joint Declaration, the Joint Liaison Group. 


o 
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Let me give you an example about the Joint 
Liaison Group. It is well known that when 
I was in Peking in October, the Chinese 
foreign minister said since we hadn't made 
progress, we should perhaps have dis- 
cussions in the JLG. The JLG includes Hong- 
kong officials. So it’s curious to accept that 
last autumn but raise objections to it 
now. 


So if you step back from the he-said-she- 
said-they-said, all of that, why does the 
whole controversy exist? 

Let us be clear about what that argu- 
ment is about, and then let's speculate 
about what it might be about. We were 
obliged to put forward the details of the 
1994-95 elections. 

I freely confess that my proposals are 
not a great step forward towards democ- 
racy for Hongkong. They aren't even a 
small step. The Australian foreign minister 
described them as 2/7th of 3/8th. What 
they are is an attempt to secure a legisla- 


6 Face means, | 
think, being 
concerned about 
how you look to 
others. Honour is 
about what you 
do to or for 
others e 


tive council which is broadly based, which 
is credible, which isn't simply a rubber 
stamp. 

It would also be a great encourage- 
ment to the people of Hongkong if Chi- 
nese officials could assert without any 
equivocation that anyone elected in 1995 
will travel through to 1999, provided they 
accept the Basic Law. I can't decide what 
China will do about the Legislative Council 
after 30 June 1997, but I do not think | 
would be behaving very honourably if | 
was to connive at arrangements in 1995 
which accepted that [Legco members such 
as Martin Lee and Szeto Wah] could be 
thrown out of the Legislative Council in 
1997. If there is a through train, why can't 
everyone travel on it? 


How do you think history will treat you, 
given that China's suggestion that you 
will go down as a "criminal"? 

| think they used a criminal expres- 
sion only used about the dead. Perhaps 
they assumed rather less success with 
my recent angioplasty. Well, I think it dan- 
gerous for politicians to start vapouring 
about how history will see them, in part 
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because of the nature of man. One of the 
reasons | am a Tory who believes in origi- 
nal sin is that I assume most political ca- 
reers don't end with people cheering in the 
aisles. | hope that when I depart Hong- 
kong in 1997 people here will think that 
first of all I stood up for the way of life 
described in such detail in the Joint Decla- 
ration. 

Second, | hope that in a rather wider 
context they will reckon that I helped close 
the last chapter in Britain's colonial history 
honourably. | don't care about face — how 
can a Western politician of my background 
be obsessed about face? But I do care about 
honour. 


What is the difference between face and 
honour? 

Face means, | think, being concerned 
about how you look to others. Honour is 
about what you do to or for others. 


If China makes good on its persistent 





threat to undo all your political reforms 
come 1997, what good will you have 
done? 

| believe that the Legislative Council 
will agree to proposals that are sensi- 
ble, in Hongkong's interest, and no threat 
to anyone. | would be very surprised in 
those circumstances if China felt obliged to 
tear them to pieces in 1997. If not, that is 
something which China will have to ex- 
plain. 


If there is one pattern to China's objec- 
tions, it has to do with local Hongkong 
people, either directly electing their legis- 
lators or talking part in talks. What does 
this say for the prospect of one-country, 
two-systems come 1997? 

l'm not surprised that people ask 
questions. Hongkong people running 
Hongkong, but Hongkong people not 
allowed to talk at the table? — that's a 
bit rum. I believe in one country, two 
systems. The Joint Declaration is not just 
some PR fig leaf. It's a solemn, binding 
international treaty and so far as the British 
Government is concerned it means what it 
Says. 5 
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AUSTRALIA 


All Mates 
Together 


Keating drafts rightwing 
allies into the cabinet 


By Jacqueline Rees in Canberra 


aving won a resounding mandate at 
H the 13 March election, Prime Minis- 

ter Paul Keating has unveiled a new 
cabinet — bringing back into government 
some trusted associates in key portfolios. 
According to early indications, the new 
Labor cabinet could move further right on 
labour and industrial policies and this, in 
turn, could alienate it from the leftwing of 
the ruling party. 

The cabinet line-up, announced on 24 
March, retains most of Keating's colleagues 
who have wielded power in government 
for a decade. Among those continuing in 
their old slots are: Foreign Minister Gareth 
Evans, Finance Minister Ralph Willis, Trea- 
surer John Dawkins, Education and Em- 
ployment Minister Kim Beazley and De- 
fence Minister Robert Ray. 

Keating's most notable imprint on the 
cabinet is his induction of longtime 
"soulmates" from the rightwing Labor 
faction of his home state of New South 
Wales. In the highly factionalised Austral- 
ian Labor Party, the "NSW Right" — some- 
limes known as the "Sussex Street mob" 
after the location of their Sydney headquar- 
ters — is the most close-knit and successful 
faction. 

Graham Richardson, a prominent mem- 
ber of that faction, has returned to the cabi- 
net to take charge of the domestically sen- 
sitive Health Ministry. Richardson had to 
step down from Keating's earlier cabinet 
last May after his association with an im- 
migration racket based in the Marshall Is- 
lands was revealed. 

Keating's other factional mate, Laurie 
Brereton, has been brought in to handle 
the formidable challenge of industrial rela- 
tions. Brereton caused a major controversy 
when he forcefully pushed through mas- 
sive infrastructural projects in Sydney in 
the late 1980s as a minister in the New 
South Wales state government. As he an- 
tagonised considerable sections of the city's 
residents, he was forced to step down from 
the state government in 1987. 

Brereton’s links with industry and the 
construction lobby are strong and Keating 
has assigned him to industrial relations to 
enforce workplace reform, albeit at a 
slower pace than the opposition Liberal 
'arty would have sought had it won the 
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recent federal election. 

One of Keating’s most ambitious minis- 
ters, Alan Griffiths, has bagged the indus- 
try portfolio over several other contenders. 
An economist and lawyer who has taken a 
hard line on environmental and social is- 
sues and is generally pro-business, Griffith 
is expected to opt for a strong deregulation 
policy favouring business interests. His 
appointment is a key one given the gov- 
ernment's crucial need to broaden the na- 
tion's industrial base. 

Elsewhere, Keating risked the antago- 
nism of his party's leftwing in the state of 
Victoria when he moved to replace a 
former Victorian minister and reward two 
leftwingers from his own state. A vote by 
Labor MPs which only narrowly sup- 
ported Keating's decision was seen as a 
reminder to the prime minister by the left- 
ists that they should not be taken for 
granted. 

Evans retains his Foreign Ministry port- 
folio and is strengthened with the support 
of another cabinet colleague, Peter Cook, 
who has moved from industrial relations 
to take over trade. In addition, a junior 
Ministry for Pacific interests has been 
added, in keeping with Australia's efforts 
to make its influence felt in the region. 

Pursuing its theme of continuity in for- 
eign and domestic policies, the new gov- 
ernment has kept the changes among top 
bureaucrats to a minimum. The significant 
exception was the removal of Tony Cole, a 
top civil servant in the Treasury. Cole al- 
legedly refused to budge from the tradi- 
tion of bureaucratic neutrality during the 
election campaign and assist the Labor 
arty. 

The new government's overwhelming 
challenge remains how to fund Australia's 
already immense and growing budget 
deficit. While Keating has rearranged his 
cabinet, and many of his ministers are men 
with a strong track record in administra- 
tion and professional politics, none have 
been noted for their expertise in economic 
management. 

Whether their combined skills will be 
able to override public sector unions and 
other vested interest groups and tackle the 
tackle the budget deficit remains to be 
seen. 

Meanwhile, politically, Keating runs the 
risk his predecessor Bob Hawke had faced 
during the early 1980s dealing with greater 
opposition from the leftwing of his own 
party than from the Liberal-National Coa- 
lition. On 23 March — the day Keating 
chose his cabinet but had not yet allotted 
portfolios — the opposition Liberal Party 
re-elected John Hewson by a comfortable 
majority to lead the party despite the 
recent electoral setback. To soften their 
harsh image of hardline economics, the 
Liberals chose Michael Wooldridge — con- 
sidered to be a moderate — as the deputy 
leader. ‘a 
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CHINA 


Bureaucrats Beware 


Peking looks to streamline its staff by 20% 


By Lincoln Kaye in Peking 


mong the reams of verbiage served 

up at the information office of the 

National People’s Congress (NPC), 
about the only speech unavailable was 
State Council Secretary Luo Gan’s presen- 
tation on bureaucratic restructuring. 

That seemed ironic, because of all the 
speakers at the NPC, Luo was one of the 
few to whom people actually cared to give 
a close reading. On his words hung the 
jobs of up to 31 million central government 
employees. 

As it turned out, the speech gave an- 
xious bureaucrats few hard clues to their 
fate. Instead, they were treated to a brain- 





Zhu receives a snub over staff cut-backs. 


numbing flurry of statistics. Addressing al- 
most 3,000 delegates on 16 March, Luo re- 
vealed that seven of the 18 “specialised eco- 
nomic departments” under the State Coun- 
cil — China’s cabinet — would be elimi- 
nated, but another five would be created. 

At the same time, 26 of the cabinet's 
current 44 “administrative offices,” he said, 
would be closed, while the number of “ad 
hoc organs” under the state council would 
be slashed from 85 to 27, leaving 41 minis- 
tries and commissions. Along with the 18 
surviving “organs and administrative of- 
fices,” equals a total of 59 against the cur- 
rent 56. 

These figures contained few surprises 
since they broadly matched the numbers 
leaked to the Chinese press for weeks be- 
fore the NPC. Still, an unexpectedly large 
number of legislators — over 19% — either 
abstained, voted against or sat out the poll- 
ing on Luo’s measure one week later. 
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Rather than Luo’s sweeping aggregate 
figures, government functionaries would 
have been far more interested in some spe- 
cific indication as to where the axe might 
fall. But on this, Luo remained silent. 

A veteran bureaucrat was more forth- 
coming with an “educated guess.” Some 
ministries, such as textiles or light indus- 
tries, he suggested, might be hived into 
trade associations, while others such as 
aeronautics could be reincarnated as cor- 
porations. That would be in line with Luo's 
stated goal of "separating the administra- 
tion of the government from the manage- 
ment of enterprises." 

A similar fate might await some of the 
more commercially viable State Council 
administrations in fields like civil aviation 
or building materials. But others, with 
briefs ranging from taxation to oceanogra- 
phy, might not be so readily hived off. By 
the same token, some "ad hoc organs," 
such as the state committees on cultural 
relics or bacteria storage, could prove hard 
to turn into profit centres. 

Even though they remained in the dark 
about what would befall their own baili- 
wicks, bureaucrats took some comfort in 
one of Luo's statistics: overall staff cuts 
over the next three years, he said, will 
amount to no more than 20% of the gov- 
ernment's payroll — far less than feared. 

And even that percentage will likely be 
applied only to headquarters level jobs, 
rather than to central government function- 
aries in China's far flung regions, the vet- 
eran bureaucrat predicts. In all, he estimates 
the total job loss at about one million. 

Party sources saw Luo's 20% staff cut- 
back target as a sharp rebuff for Vice-Pre- 
mier Zhu Rongji, the economics chief 
hand-picked by patriarch Deng Xiaoping 
to preside over the restructuring. Zhu had 
reportedly advocated across-the-board cuts 
of nearly two-thirds of government staff. 

Once considered a possible candidate 
for the premiership, Zhu's “over-reaching” 
on the question of bureaucratic streamlin- 
ing might have cost him a crack at that job 
this time around. Incumbent hardline Pre- 
mier Li Peng is now viewed as a certainty 
for another five-year term. 

Still, Zhu should not be discounted. His 
year-old Economic and Trade Office is ex- 
pected to assume commission status and 
take over many of the functions of the 
streamlined economic ministries. In the 
process, though, Zhu may find himself 
obliged to provide jobs for hordes of re- 
dundant bureaucrats that he would rather 
have sacked. E 
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PHILIPPINES 
Estrada Survives Attack 


Vice-President Joseph 
Estrada’s image as a crime- 
buster impervious to all 
attempts to stop him was 
enhanced by a narrow escape 
from what appeared to be an 
assassination attempt. Estrada 
and about 100 people were 
walking through a coconut 
plantation in Batangas, south 
of Manila, when grenades 
were fired at the group. The 
vice-president escaped unhurt, 
but a policeman was seriously 
wounded in the 20 March 
attack. Estrada — head of the 
Presidential Anti-Crime 
Commission — was on his 
way to exhume the body of a 
Bureau of Internal Revenue 
official who was kidnapped 
and killed last year. The 
incident was blamed on 
renegade guerillas who have 
broken away from the 
communist New People’s 
Army. 


Estrada has a narrow escape. 





AUSTRALIA 


Hewson Hangs on 


Less than two weeks after its 
larger than expected defeat at 
the national polls, the 
opposition Liberal Party has 
re-elected John Hewson to 
another term as its leader. 
Hewson defeated one-time 
Liberal leader John Howard by 
a 23 March vote of 47 to 30. 
Another challenger, Bruce 
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Reid, managed just one vote. 
In the battle for deputy leader, 
Michael Woolbridge, the 
party's current spokesman on 
aboriginal and youth affairs, 
was elected to replace Peter 
Reith who serves as 
spokesman on economic 
issues. 


VIETNAM 
Israel Comes Calling 


Hanoi hosted its first 
publicised official visit by an 
Israeli delegation in mid- 
March. The four-day visit was 
used to explore possible 
economic, trade, investment, 
health and education links 
between the two countries. 
Vietnam has long been an 
ardent supporter of the 
Palestine Liberation 
Organisation, and has hosted 
visits by its leader Yassir 
Arafat. An Israeli delegation 
made a low-key visit to Hanoi 
in January, which was 
followed by a trip to Jerusalem 
by a Vietnam Chamber of 
Commerce group a few weeks 
later. 


CHINA 
Dissidents Told to Behave 


Justice Minister Cai Cheng 
said that the parole of jailed 
dissidents Chen Ziming, Wang 
Juntao, Ren Wanding and Wei 
Jingsheng is possible, 
depending on their 
"performances." Cai denied 
that China has any political 
prisoners or that any amnesty 
or pardon has been granted to 
prisoners based on political 
considerations. In a related 
event, veteran dissident Min 
Qui appealed to politburo 
members Qiao Shi and Ren 
Jianxin to redress violations of 
his human rights. The 
complaint stems from when 
Min, who fled China after the 
1989 democracy movement, 
returned to Peking only to 
have police seize and cancel 
his identity papers and 
residence permit. 
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CAMBODIA 
UN Score Card 


While efforts by the UN on 
the political front have 
brought tenuous results, there 
is little doubt that the world 
body has helped in other 
areas. UN repatriation 
operation chief Sergio de 
Mello said on 20 March that 
about 6,500 landmines have 
been destroyed and an area of 
1.7 million square metres 
demined as part of the 1991 
'aris peace process. But, de 
Mello warned, with an 
estimated 3 million mines laid 
by warring factions 
throughout Cambodia, the 
problem remains serious. 

The demining operation 

lacks funds, he said, adding 
there are still about 500 
incidents involving mines 
every month. 


legacy. 


TAIWAN 
Poll Verdict Overturned 


After three months of legal 
wrangling, the Central Election 
Commission has declared 
former opposition party 
chairman Huang Hsin-chieh a 
winner in last year's legislative 
election. In a blatant case of 
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vote rigging in the east coast 
district of Hualien, prosecutors 
indicted ruling party candidate 
and incumbent Hualien city 
Mayor Wei Mu-tsun, members 
of his immediate family and 
two dozen other local 
authorities. Officials found that 
after deleting 500 extra ballots 
cast for Wei, Huang came in 
second in a race for two 
legislative seats. 


JAPAN 


Shrine Complaint Rejected 


The Osaka High Court has 
rejected a complaint that 
former prime minister 
Yasuhiro Nakasone had 
violated two articles of 
Japan's constitution 
separating church and state 
when he visited a Tokyo 

war shrine commemorating 
Japan's war dead in 1985. 
Fifty-six complainants had said 
that Nakasone's visit to 
Yasukuni Shrine infringed on 
their rights as individuals. The 
court ruled that the 
complaint lacked sufficient 
legal grounds and was 

based on subjective 
sentiment. It stopped short, 
however, of saying whether 
the visit violated the 
constitutional provisions. A 
final ruling on issue by the 
Supreme Court is expected 
later this year. 


Global average 
temperature 


Degrees celsius 
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12.4- 
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Source: Worldwatch Institute 
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PHILIPPINES 


New Pastures Nearby 


Ramos looks to his neighbours in the post-US era 


By John McBeth in Manila 


is nickname during last year’s cam- 

paign was “Steady Eddie,” the cau- 

tious leader who moved slowly be- 
fore taking action. While that moniker still 
applies to President Fidel Ramos’ less than 
spectacular progress on domestic issues, it 
does not seem apt in describing of his per- 
formance abroad. 

That is because in the aftermath of the 
removal of US bases from the Philippines 
— complete with a marked change in Ma- 
nila's formerly cosy relationship with 
Washington — Ramos has wasted little 
time in getting to know his neighbours. 

Since his inauguration last June, he has 
visited Asean partners Brunei, Thailand, 
Malaysia, Singapore and, most recently, 
Japan. Ramos’ heavy travel schedule re- 
flects a renewed Philippine interest in its 
own region now that its "special relation- 
ship" with the US no longer exists. 

The base closures have not, of course, 
ended Manila's long affair with the US. 
Filipinos still form probably the longest 
immigration line outside any US mission 
in the world. Similarly, the Communist 
Party of the Philippines has taken to call- 
ing the new administration "the US-Ramos 
dique," and the Makati elite continue to 
fly to Los Angeles for long weekends. 

But for perhaps the first time, Filipinos 
are being encouraged to look elsewhere 
and to realise that the superpower they 
came, to depend on and to blame their 
problems on is no longer there — at least 
not in its old, paternal form. 

“It is all part of a new orientation," na- 
tional security adviser Jose Almonte told 
the Review. “He [Ramos] is aware many of 
our problems can't be solved within Phil- 
ippine borders so he is looking at the larger 
picture. It will be easier for him to do 
things if he is on a first name basis with 
other leaders." 

A senior Asian diplomat says visiting 
the other Asean countries is now more 
than just routine because of the dynamism 
of the region. “You can't describe Asean as 
a small player any more," he points out. 
"As a group it has clout. If the Philippines 
wants to plug in, then it has to show it's 
serious about Asean." 

If any single reason was needed, it is 
the fact that the Philippines and Malaysia 
are the only two Asean nations occupying 
parts of the disputed Spratly Islands. Last 
year's Asean foreign ministers meeting in 
Manila focused an unprecedented amount 
of their discussions on the Spratlys, and 


called for the peaceful settlement of all sov- 
ereignty and jurisdictional clalms to the is- 
lands. 

Ramos' move to take a greater role in 
Asean is not entirely new. In the mid-1970s, 
then president Ferdinand Marcos sought 
to find a more constructive role for the 
Philippines in Southeast Asian affairs, most 
notably at the 1976 Bali summit. Those ef- 
forts faltered and then fell apart, however, 
when problems mounted at home and his 
own health deteriorated. The policy was 
revived under Aquino, but she did not 
pursue it with any conviction, visiting only 
four of the six partners during her entire 





And still they line up for visas to the US. 


presidency. 

Ramos’ decision to expend more energy 
on the region also coincides with the likeli- 
hood that ties with the US will continue to 
wither. Officials expect a significant down- 
grading of the US Embassy in Manila with 
the recent departure of Ambassador Ri- 
chard Solomon and a sweeping turnover 
in the political section. They say staff cuts 
are inevitable, not only because of the 
lighter workload, but because of demands 
on State Department manpower brought 
about by the opening of new missions in 
parts of the former Soviet Union. 

Solomon, a China expert and political 
appointee had only been in the Philippines 
six months. His predecessor Frank Wisner, 
served barely a year. Their short tenures 
are in stark contrast to those of previous 
ambassadors Washington had sent to Ma- 
nila during the days when relations were 
warmer. 

Fellow diplomats describe US Embassy 


staff as dispirited, and in some cases bitter, 
over the axing of the bases. But in more 
thoughtful moments the Americans ac- 
knowledge that for the Filipinos at least, it 
might be all for the good. As one US offi- 
cial put it: "Until the bases had gone, I 
didn't think they would have a shot at 
achieving independence of mind." 

That is what Ramos is aiming at. Still, 
while he tries to edge the country into the 
regional economic race, his efforts have 
been criticised by an increasingly strident 
Manila Archbishop Cardinal Jaime Sin, 
who says there is little point in trying to 
sell the country when it is beset by 
brownouts and law and order problems. 

The president's answer to that is he has 
to tackle domestic issues and external 
relations together, otherwise Manila will be 
bypassed by the sort of overseas invest- 
ment it needs to refloat the economy. Police 
seem to have broken up the kidnapping 
gangs who preyed on mainly wealthy 
Chinese families last year, 
but daily 8-11 hour 
brownouts are likely to 
continue until at least 
September when several 
power projects are ex- 
pected to come on line. 

During his recent trip 
to Tokyo, Ramos made a 
pitch for more Japanese 
investment, particularly in 
build-operate-transfer in- 
frastructure projects. He 
also called on Tokyo to 
treat the Philippines as a 
special case. While the 
power crisis is clearly an 
inhibiting factor, the Japa- 
nese have shown no sign 
yet of washing their hands 
of Manila. 

The shape of future 
US-Philippine relations, 
including the possibility of port visits by 
US warships, is now also the subject of a 
review by the Philippine National Security 
Council. Ramos described as “very encour- 
aging” a telephone conversation he had 
with US President Bill Clinton before 
leaving for Tokyo. Almonte, too, is opti- 
mistic. “For the first time we are presented 
with a situation where we are authentic 
partners for mutual benefit and the review 
will be made within that framework,” he 
Says. 

One thing does seem certain. If the US 
presence in the Philippines is diminishing, 
the visa line is still getting longer. The rea- 
son: the 1990 Immigration Reform Act, 
which gives 50,000 surviving Filipino 
World War II veterans and their immedi- 
ate families the right to US citizenship. US 
officials estimate that based on an average 
of six dependents for each veteran, the to- 
tal number of new emigrants could reach 
300,000. " 
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INDONESIA 


Civil Power 


Military’s representation cut in new cabinet 


By Suhaini Aznam in Jakarta - 





resident Suharto’s new cabinet 
marks a generational change: it is 

younger and has more civilians and 
Muslims than any of his five previous cabi- 
nets. The 22 new faces in the 41-strong cabi- 
net represent a regeneration of the nation’s 
leadership ahead of Suharto’s own possi- 
ble relinquishment of the reins of power in 
five years’ time. Suharto is now the only 
top government leader who belongs to the 
1945 independence generation. 

The armed forces also lost out numeri- 
cally as well as in terms of the importance 
of their portfolios, Whereas the 
outgoing cabinet comprised 11 
ministers with some military 
background, this one has eight — 
with only two of them on the ac- 
tive service list. One key player 
dropped in the reshuffle was out- 
going defence minister Benny 
Moerdani, who in recent years 
has been widely perceived as the 
unofficial opposition spokesman 
within the government. 

Research and Technology 
Minister B. J. Habibie — an exu- 
berant advocate of Indonesia's 
efforts to launch costly high-tech- 
nology programmes — managed 
to place four senior officers from 
the Agency for the Assessment 
and Application of Technology, 
which he heads, as full ministers. 
They are: Trade Minister Satrio 
Budihardjo Joedono, Transport 
Minister Haryanto Danutirto, 
Education Minister Wardiman 
Djojonegoro and Health Minister 
Sujudi. All four are also members 
of the Indonesian Muslim Intellectuals 
Movement, which Habibie chairs, though 
political observers note this does not nec- 
essarily mean an Islamisation of the cabi- 
net. Rather, they say it merely reflects suc- 
cessful lobbying by Habibie, who enjoys a 
particularly close relationship with Suhar- 
to. 

For all Indonesia's recent emphasis on 
economic deregulation, however, only one 
member of the private sector was brought 
on board. Businessman Abdul Latief, 
owner of the PT Sarinah Jaya department 
store chain, becomes labour minister and 
has the daunting task of handling escalat- 
ing labour unrest as workers seek im- 
proved wages and working conditions. 

Suharto also used his cabinet revamp to 
abolish all junior ministerial posts while 





creating a fourth coordinating minister, 
which he achieved by splitting the duties 
previously held by former coordinating 
minister for economy, finance and trade 
Radius Prawiro. 

Supervision of the economic and trade 
ministries is now divided between Coordi- 
nating Minister for Economy, Finance and 
Development Supervision Saleh Afiff, and 
Coordinating Minister of Industry Hartar- 
to. This separation of duties reflects the 
importance Suharto attaches to these twin 

engines of national growth. 

In other moves, the former director-gen- 
eral of tax Marie Muhammad took over 





from Sumarlin as finance minister, while 
the former junior minister of trade J. 
Sudradjat Djiwandono succeeded And- 
rianus Mooy as Bank Indonesia governor, 
the country's central bank. 

The new cabinet, made up of 36 Mus- 
lims, three Chinese, and one Hindu, 
roughly reflects the ethnic and religious 
composition of the country's population. 
Analysts have suggested the reshuffle 
among the economic portfolios might 
spark concern within the armed forces that 
Suharto appeared to have placated Mus- 
lim groups chafing at the fact that all three 
top finance posts were held by Christians 
in the outgoing cabinet, and that their eco- 
nomic policies most benefited the ethnic- 
Chinese businessmen — many of whom 
are non-Muslims. 


The fact that Prawiro, Sumarlin and 
Mooy are Christians, and that Saleh Afiff 
and Mar'ie Muhammad are Muslims, may 
be coincidental. Given Suharto's concern 
for sustained economic growth, merit 
would be today's prime criterion. But the 
perception of the president assuaging the 
Muslim lobby nevertheless remains a mat- 
ter of concern to those who adhere to the 
pan-religious Pancasila ideology. 

Notable old faces who remain in place 
are Foreign Minister Ali Alatas, State Sec- 
retary Moerdiono and Soesilo Soedarman. 
All three are considered loyal supporters 
of Suharto's policies. Soedarman, the 
former minister of tourism, post and tele- 
communications, was given the key job of 
coordinating minister for political affairs 
and security, underscoring Suharto's long- 
time trust in him. 

Regional representation was also 
factored into the changes. Incoming home 
minister Yogie S. Memed was formerly 
governor of West Java, while the 
new Minister of Food and chair- 
man of the National Logistics 
Agency, Ibrahim Hassan, is 
governor of Aceh. The post of 
home minister is crucial, as it is 
the central government's princi- 
pal link with the provinces and 
the main political arbiter of re- 
gional administrative disputes. 
Memed replaces Rudini, a retired 
military officer mentioned as a 
possible vice-presidential candi- 
date last year, whom political 
observers regard as a Moerdani 
loyalist. 

Most of the new cabinet mem- 
bers have been drawn from the 
bureaucracy, where they had 
gathered their experience in a 
variety of senior civil service jobs. 
Perhaps surprisingly, the ruling 
Golkar saw just three new party 
loyalists join the line-up, includ- 
ing the only two women in cabi- 
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The army has fewer spokesmen in Suharto's new government. net. 


Although Suharto consulted 
Sutrisno over the cabinet, some observers 
feel the new vice-president may find him- 
self somewhat isolated by the president's 
choice. By contrast, outgoing vice-president 
Sudharmono still has four loyalists among 
the old Golkar ministerial line-up, reflect- 
ing the power base he had built up from 
his years as Golkar chairman in the 1980s. 
The question of how much influence 
Sutrisno can be expected to wield in gov- 
ernment will now depend on his persua- 
sive powers over the new cabinet mem- 
bers. While he enjoys a reputation for be- 
ing an open and friendly man, the vice- 
president is not credited with being an as- 
tute politician. In that respect, Sutrisno — 
who once served as Suharto's adjutant — 
may still have to depend on his old mentor 
for any real role in government. * 





INDIA 


Punjab Pacified 


Terrorism wanes, but police methods come under fire 


By Hamish McDonald in Chandigarh and 


Amritsar 
S mortem," K. P. S. Gill greets a visi- 
tor at his official residence in 
Chandigarh. Dressed in tracksuit and jog- 
ging shoes, moustache and beard waxed 
into points, and sporting a bandana round 
his head in place of the normal Sikh tur- 
ban, the Punjab police chief sits at ease in 
the garden as dusk dims the exuberant flo- 
ral display and aides bring telephones out 
on extension cords. 

Gill is riding high, after a remarkable 
turnaround in India’s long-running 
war with Sikh fundamentalists who 
want to turn the Indian state of Pun- 
jab into an independent Khalistan 
(Land of the Pure). A national celeb- 
rity after his successes in Punjab, Gill 
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is now often mooted for new inter- sate killed 
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double edge. Many observers, in- 
cluding senior ex-bureaucrats and 
policemen, think Gill has suppressed 
terrorism by imposing his own reign 
of terror on the entire population. 
"There is no law and order in Pun- 
jab,” said former state governor 
Nirmal Mukerji. "Law went out long 
ago. What is happening now is just order, 
and order at any cost." 

Just over a year ago, this war was claim- 
ing nearly 5,000 lives a year. Pro-Khalistan 
terrorists were carrying out massacres at 
will. The police were on the defensive, 
scarcely able to move out of their fortified 
positions at night. Unable to spot genuine 
terrorists among the Sikh population, their 
arrests and shootouts created more enmity. 

Partly from resentment towards the In- 





HONG KONG * MALACCA * OKINAWA * 


ALL AREAS (0120) 222 332 « 


*To 19 March 


SANDAKAN * 
* LATIN AMERICA, FOR RESERVATIONS, PHONE AUSTRALIA, ALL AREAS (008) 222 431 


TOKYO (81) 3 3239 8303 


dian authorities, partly from fear, Sikhs 
gave the militants shelter. Isolated farm- 
houses and villages shut down at nightfall, 
on orders of the militants. People were told 
to kill their dogs and turn off outside lights 
so that the militants could move around 
undetected. People cut down on celebra- 
tions, hid away their alcohol and wore tra- 
ditional clothes, conforming with purist fi- 
ats from the underground. 

From July 1992, the balance has shifted. 
Police casualties were halved last year, 
while shootings of terrorists remained 
high. Die-hard guerilla leaders who had 
evaded detection for years started falling 


to police ambushes and raids. On 28 Feb- 
ruary the police scored the biggest hit of 
all. Gurbachan Narinder Manochahal, chief 
of a group called the Tiger Force of 
Khalistan, was shot dead after emerging 
from an elaborate bunker hidden beneath 
the floor of a cowshed in the Tarn Taran 
district. 

On 2 March, 101 militants filed past Gill 
and touched his feet, bringing the total of 
surrenders to about 800 over the past year. 
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“If you are going to hide in the fields and 
shoot at us, those days are over. You can't 
do it," Gill said. "The average life of a ter- 
rorist is very short these days." 

The change is palpable around the 
roads and villages, even in places like Tarn 
Taran. Schoolboys no longer wear the uni- 
form saffron turban mandated by the fun- 
damentalists, but a variety of colours. 
Wedding processions involve more display 
of money, fancy clothes and intoxication. 
In the evenings, some farmers are starting 
to work under floodlights, milk collectors 
are plying the roads and a few shops stay 
open. 

Militants no longer have the run of the 
night. At 9 p.m. in Amritsar, police super- 
intendent H. R. Banga swings into the driv- 
ing seat of his armour-plated vehicle, with 
a guard of four constables standing on the 
back with guns at the ready. A veteran of 
more than 100 shootouts who was 
wounded by a bullet last year, Banga takes 
his convoy out of the Sikh holy city 
towards the Pakistan border, flick- 
ing on spotlights that illuminate the 
fields and trees on either side in case 
of ambush, and calling up ahead on 
his radio to police ambush parties. 

Across about 70 square kilome- 
tres of countryside, Banga has about 
180 men watching crossroads and 
entry points to villages all through 
the night. If armed militants are 
spotted, mobile columns quickly 
box them in and a ‘cordon-and- 
search operation begins. Banga 
shifts his campaign — called "Night 
Dominance" — to a new area each 
time. 

The Sikhs' attitude to Indian political 
processes also seems transformed. When 
New Delhi called state elections in Febru- 
ary 1992 to end six years of direct rule by 
the central authorities, the militants or- 
dered a boycott and only 20% of voters 
turned out. The Congress party govern- 
ment that was formed, under Chief Minis- 
ter Beant Singh, had the backing of only 
9% of the voters and virtually no mandate 
at all from the Sikh majority. When elec- 
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tions for village councils were held 
this January, 82% turned out. 

To many analysts, counter-terror is 
the only explanation for this sudden 
turn around in one of India’s most in- 
tractable problems. Gill denies this. 
“All we are doing is to go out to the 
people and talk to them,” he said. 
“Our aim is to reduce all sorts of vio- 
lence. Fear of the police has been re- 
duced to a very large extent, and re- 
member that it is part of terrorism to 
spread disinformation about the po- 
lice.” 

Gill cites popular disillusionment 
with militants, said to have turned to 
extortion, gratuitous killing, self-en- 
richment and rape. Another factor 
was intensified search operations, helped 
by a massive deployment of the Indian 
army and electrified fencing of the Paki- 
stan border, cutting down supply and es- 
cape routes. 

But he stresses last year’s elections and 
subsequent political contact with the peo- 
ple. “Previously we used to have presi- 
dent’s rule, validated every six months, 
which was too short to validate a strategy,” 
he said. “With the coming of an elected 
government with a five-year mandate you 
could plan ahead. The government knew 
what the ground situation really was. They 
did not have to read reports.” 

Gill denies receiving a carte blanche from 
Chief Minister Beant Singh. “There’s no 
such thing as a carte blanche,” he said. 
“The government knew what measures 
were required. It was very easy to work 
under this government.” People came for- 
ward with information about the militants 
“because it was their way at hitting back” 
against extortion and rape. “The intelli- 
gence started flowing once we started suc- 
ceeding,” Gill said. “The presence of the 
army itself generated a lot of intelligence.” 

But police on the ground seem to feel 
less accountability under the elected state 
government. On the night patrol near 
Amritsar, Superintendent Banga said that 
the president's rule had produced great un- 
certainty about what police could or could 
not do. "We could even have been pros- 
ecuted," he said. 

Non-Congress politicians strongly con- 
tradict Gill. Members of Sikh parties say 
the peace has been won by force and po- 
litical manipulation, and may be only a lull 
in a cycle of violence. "We are back to 1981 
politically," said Gurbir Singh Garewal, 
son of a former chief minister from the 
Akali Dal — the main Sikh party, now split 
into several factions — in a reference to the 
late prime minister Indira Gandhi's covert 
support of Sikh fundamentalists to split the 
Akalis and win seats for Congress. This 
strategy led to the Indian army assault on 
the Amritsar's Golden Temple and her 
own assassination by Sikh bodyguards in 
1984. "It was police excesses that created 


Gill's anti-terrorist tactics come under fire. : 


the law-and-order problem in the first 
place," said Garewal. 

Former Akali Dal state legislator Inderjit 
Singh Jaijee, who chairs a human-rights 
group called the Movement Against State 
Repression, sees the Beant Singh govern- 
ment as a mere appendage to a police-run 
state. “The killings now are on a mass 
scale,” Jaijee said. “Formerly, the police 
were killing only the militants. Now any- 
one suspected of having sympathy for the 
militants is killed, or disappears. They just 
pick up a boy or girl, anyone they like and 
take them away. The police have a free 
hand, with zero accountability.” 

Human-rights groups list dozens of 
cases of young men taken away by police, 
using the widely criticised anti-terrorist 
law allowing detention without trial for up 
to two years. Eventually bodies are found 
in canals, or appear riddled with bullets 
after an alleged encounter with police, or 
are never found at all with the police deny- 
ing any knowledge of arrest. 

The case that Jaijee said shows the ex- 
tent of terror is the murder of a lawyer in 
Ropar district called Kulwant Singh Saini, 
who disappeared with his wife and baby 
after being seen taken in by police on 25 
January. Police denied detaining them, and 
it was not until after lawyers throughout 
Punjab went on a protest strike on 5 Febru- 
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ary that they produced an account of 
the lawyer's death. 

According to Sanjeep Gupta, sen- 
ior superintendent of police at Ropar, 
Kulwant Singh had belonged to a ter- 
rorist gang “that was not known to 
us” — though police knew he was 
sympathetic to militants because he 
acted as lawyer for many of them. 
One of his gang, Harpreet Singh, 
wanted to surrender to police but 
Kulwant Singh threatened to elimi- 
nate his family. The only way out was 
to kill Kulwant Singh, which he did 
with the help of a friend, murdering 
the wife and child because they hap- 
pened to be there. Kulwant Singh's 
car and the bodies were dumped into 
a canal. After surrendering to police, 
Harpreet Singh confessed to the murders 
during interrogation. When police went to 
arrest the accomplice, he committed sui- 
cide “with a cyanide pill” as they ap- 
proached. The bodies had not been recov- 
ered because the canal was too fast flow- 
ing, according to the police. 

Punjab’s lawyers continue their strike. 
“What the police are saying is that no law 
will defend militants,” said Jaijee. “They 
have warned lawyers that anyone who 
defends militants will be eliminated. Then 
to whom can you go? The lawyers and 
press are muzzled. There can be no end to 
militancy as long as your political aspira- 
tions are not fulfilled; it will come back in a 
much bigger way." 

The turnout in January's rural election 
could not have been coerced, and seems to 
show the Sikhs have not mentally with- 
drawn from India. One middle-aged 
farmer in Tarn Taran summed up an am- 
bivalent but pragmatic attitude: "Before, 
we could not go out of the house after 
dark. Now we can keep on working at 
night without fear." 

But the same farmer refused to be 
named, because he had some harsh words 
for the police. It was just "government 
propaganda" that militants had been ex- 
torting and raping. "The crimes in the vil- 
lages are carried out by these black-under- 
wear brigades," he said, referring to new 
special police units who often wear black 
fatigues and headscarves. He cited the case 
of a nearby village headman, Nirmal Singh 
of Hotia, who had been arrested and then 
reported killed in a police encounter. Po- 
lice at all levels were extorting money by 
accusing people of militant sympathies. 

Yet the attractions of Khalistan have 
faded for this farmer. “Khalistan seemed 
justified at one time, when there was so 
much discrimination against Sikhs and so 
many atrocities being done against them,” 
he said. “We have realised that the mili- 
tants are not good people. They oppressed 
us and played around with our families. 
Now we just want a peaceful life. If the 
police leave us alone we are happy." m 
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TAIWAN 


Feeling Their Way 


Taipei and Peking try to schedule low-level talks 


By Julian Baum in Taipei 


ith a strong sense of urgency 
about the need to improve ties 
with mainland China, the Taiwan 
Government is hoping that quasi-official 
talks with Peking, tentatively scheduled for 
April, will substantially ease the suspicion 
and distrust across the Taiwan Strait. 

The on-again, off-again meeting — pro- 
posed by Peking last summer — will be 
the first encounter between the heads of 
intermediary organisations established to 
handle day-to-day contacts between the 
two sides. Likely to take place in Singa- 
pore, Taiwanese officials had asked that the 
talks be held on neutral ground and that 
political topics be kept off the agenda. 

“We are trying to promote 
a very cooperative and friendly 
atmosphere between both 
sides to see whether we can sit 
and talk at a low level to solve 
a few simple problems," said 
Cheyne Chiu, the newly ap- 
pointed secretary-general of 
the Straits Exchange Founda- 
tion (SEF), Taiwan's chartered 
body for contacts with China. 
“It's meaningless to mingle 
politics and ideology with 
practical issues." 

How realistic this approach 
will be remains to be seen. Of- 
ficially, Peking has regarded 
such meetings as preparatory 
to negotiations on unification. 
For its part, Taiwan has en- 
dorsed the prospect of unifica- 
tion, but first wants a working 
relationship to deal with more 
immediate concerns. 

According to Chiu, the first steps to- 
wards establishing a working relationship 
should include agreements on document 
verification and a registered mail system. 
Discussions on these topics have been un- 
der way for over a year. But sources say the 
exchange of documents at the draft stage 
has been logjammed by procedural bicker- 
ing, indicating the depth of official distrust. 
Chiu would like the SEF chairman Koo 
Chen-fu and his Peking counterpart at the 
Association for Relations Across the Tai- 
wan Straits, Wang Dao-han, to sign these 
agreements in Singapore, though he has 
been reluctant to make this a pre-condition 
for the talks. 

"In order to create an atmosphere which 


can lead to the success of the meeting, it 
wold he hetter to finish these two aeree- 





ments,” Chiu commented, adding that he 
hopes that another outcome of the confer- 
ence might be a framework for routine con- 
sultations. “Is it possible at this time to es- 
tablish systematic and regular meetings at 
several levels? If we can fix this, then later 
on, if anything happens, we can have 
someone to talk to.” 

Other items Taiwan would like to dis- 
cuss include an investment protection 
agreement for Taiwanese businessmen, the 
exploration of oil fields in the East China 
Sea and measures to prevent cross-strait 
crimes. Illegal immigration — running out 
of control — might also be on the agenda. 
Taiwanese bwin have arrested 4,000 main- 
landers since last June, but say repatriation 
has been hampered by lack of cooperation. 





Taiwan tourists flock to Peking even without direct air links. 


Perhaps to get Peking's attention, Chiu 
recently let loose with remarks hinting how 
flexible President Lee Teng-hui has become 
on mainland affairs. On 19 March he told 
the legislature that it is time to set aside the 
official position of "no contacts, no nego- 
tiations and no compromise" with Peking. 
Known as the "three nos," the policy was 
first enunicated by former president 
Chiang Ching-kuo, but has been substan- 
tially revised under Lee. 

Two years ago Lee laid out the condi- 
tions under which the "three nos" policy 
would be lifted to allow direct links and 
official contacts. Among the criteria was a 
demand that China renounce the use of 
force against the island and recognise its 


status as a sovereign government. 
Altho:oh none of the conditions hac 


been met, the government has steadily re- 
laxed its position. "The 'three nos' policy 
has achieved its purpose of keeping Tai- 
wan from being dominated by Peking," 
Chiu told the legislature. "With the current 
state of cross-strait relations, it is no longer 
necessary to insist on this policy." Since 
making these comments, which became 
newspaper headlines, Chiu has insisted that 
he was only expressing his personal views. 
But as a confidant of Lee's, he is believed to 
reflect the president's thinking as well. 

Speaking to the legislature in early 
March, Premier Lien Chan offered another 
indication that the government is ready to 
change the status quo. Lien said he would 
like to see Taiwan move more quickly to 
the second stage of its unification plan 
which includes direct links and official con- 
tacts. Under the National Unification 
Guidelines adopted three years ago, re- 
moving the ban on direct links depends on 
favourable responses from Peking. 

Chiu told the REVIEW there are a 
number of reasons why cross-strait rela- 
tions are an urgent matter. These include 
the return of Hongkong to 
Chinese rule replete with the 
question of future access to the 
colony by Taiwan-based air- 
lines. China Airlines, Taiwan's 
flag-carrier, has an agreement 
with Cathay Pacific that ex- 
pires in 1995. A new agree- 
ment raises the issue of Hong- 
kong's status as a Chinese ter- 
ritory after 1997. 

There is also the question of 
the leadership transition. Chiu 
confirmed that Lee would like 
to achieve a breakthrough in 
mainland relations during his 
remaining three years in office. 
He added that he believed it. 
would be easier to do this 
while paramount leader Deng 
Xiaoping is alive. Waiting for a 
new generation of leaders to 
take charge, he warned, could 
bring unpredictable delays. 

But some academics and KMT politicians 
advise Lee to be more cautious. They sug- 
gest he is naive to keep talking about early 
establishment of direct links in the absence 
of any political concessions from Peking. 
Others suggest that the constant revision of 
cross-strait policies since the late 1980s will 
lead to unacceptable compromises. “Who 
better to sell out Taiwan than a Taiwan- 
ese," cautioned one prominent academic, 
referring to Lee as Taiwan's first native- 
born president. 

But a former KMT lawmaker who has 
travelled to China many times, disagrees. 
"The president understands that the cabi- 
net can not work too fast or go too far," 
said politician Lin Yu-hsiang. "The main 


problem still isn't solved — Taiwan's in- 
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CAMBODIA 


Empty Dreams 


Thais about to close last Cambodian refugee camp 


By Rodney Tasker in Sisophon, Cambodia 


he imminent departure of the last 
| Cambodian refugees on Thai soil 
marks the end of two decades of pro- 
viding sanctuary for more than 600,000 
people escaping genocide, invasion and 
civil war in their homeland. But while the 
Thais are happy to see their neighbours 
return home, some worry that Cambodia's 
fragile peace may again soon shatter and 
trigger another vast migration back across 
the border. 

Cambodian refugees first began to 
trickle into Thailand in the early 1970s, 
when then Cambodian president Lon Nol 
was battling the Khmer Rouge. After the 
Khmer Rouge fought their way to power 
in 1975, and then carried out a "year zero" 
revolutionary slaughter of up to 1 million 
Cambodians, an increasing number of peo- 
ple crossed the border. When the Khmer 
Rouge were toppled from power by invad- 
ing Vietnamese forces in December 1978, 
the refugee exodus turned into a flood. 

Some 235,000 of the Cambodians who 
sought sanctuary were resettled in third 
countries, notably the US, France, Canada 
and Australia. But this exercise quickly 
turned sour as third countries, already in- 
undated with thousands of "boat people" 
from Vietnam, decided to turn off the tap. 
That left Thailand with 379,000 Khmer 
refugees, officially termed "displaced peo- 
ple,” Gn its hands in seven camps scattered 
along its border with Cambodia. 

One of the main planks of the Novem- 
ber 1991 Paris peace accords on Cambodia 
was the orderly repatriation of these refu- 
gees. The exercise, under the UN High 
Commissioner for Refugees (UNHCR), be- 
gan at the end of March 1992 with serious 
doubts both within and outside the UN 
about how it would work out. In the first 
month of the programme — which offered 
the refugees plots of land, a free choice of 
relocation, equipment to build themselves 
houses and till their land and food sup- 
plies for one year — only 5,000 Cambodi- 
ans were repatriated. 

When the UNHCR subsequently decided 
to offer cash inducements to the refugees 
to return home — US$50 per adult and 
half that for children — the programme 
rapidly took off. By December 1992 some 
35,000 Cambodians were being repatriated 
each month, and now the figure is averag- 
ing 2,000 a day. By 19 March, 330,000 refu- 
gees had been repatriated, about 87% of 
whom had taken the cash option, with 
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Going home to Cambodia at last. 


seek a living. 

The western Cambodian town of 
Sisophon is a major transit centre for the 
returnees. It is one of six reception centres 
for the rehabilitated refugees as they pass 
through by road, rail, river and air to the 
resettlement destinations of their choice. 
On 20 March, the UN's repatriation opera- 
tion chief Sergio de Mello explained to 
visiting Thai Foreign Minister Prasong 
Soonsiri that the programme had been car- 
ried out with remarkable speed and effi- 
ciency, despite earlier fears that lack of 
land, disease and disruption by the four 
warring Cambodian factions could have 
hampered the undertaking. 

"Not one of the four [Cambodian] fac- 
tions has tried to sabotage the repatriation 
operation," de Mello told Prasong. He 
added that it was "almost a miracle" that 
there had been no serious loss of life dur- 
ing the year-long operation. In fact, only 
one returnee has been killed since the pro- 
gramme began on 30 March 1992, and that 
was when a refugee bus was involved in a 
traffic accident. 

According to de Mello, 80-85% of 
returnees had chosen to go to areas under 
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Minister Hun Sen which controls around 
85% of the country’s territory. About 10% 
had gone to areas controlled by the Khmer 
People’s National Liberation Front, 2% to 
zones controlled by forces loyal to Cambo- 
dian leader Prince Norodom Sihanouk and 

% to Khmer Rouge areas. But de Mello 
added that many thousands more 
had travelled to Khmer Rouge ar- 
eas “spontaneously,” meaning they 
had not been taken there by the 
UNHCR. 

A ceremony marking the official 
closure of the last of Thailand's 
Cambodian refugee camps, Site 2, 
is planned for 30 March. However, 
UNHCR officials point out that some 
20,000 refugees are still awaiting 
transportation home. The plan is to 
have everyone back by mid-April 
so they can participate in the UN- 
sponsored elections scheduled for 
May. In addition, a few hundred 
refugees have said they do not want 
to return to Cambodia. However, a 
senior UNHCR official said: "We 
have officers talking to them, 
counselling them, that they have to 
return and that it is better to go un- 
der our programme in a big con- 
voy.” 

There are, however, real uncer- 
tainties over what will follow the 
planned UN-supervised elections. 
The failure of the militarily power- 
ful Khmer Rouge to participate, os- 
tensibly because it claims Vietnam- 
ese forces remain in the country in 
contravention of the Paris accords 
and that the Phnom Penh govern- 
ment is overly favoured by the UN, has 
led some observers to predict a new civil 
war with a resulting influx of refugees into 
Thailand. 

Prasong told the press in Sisophon that 
he shares these concerns, but added that 
Thailand would accept any new refugees. 
“If they are genuine refugees, we will have 
to accept them, because we stick to the 
principle of humanity.” 

Thai National Security Council chief 
Gen. Charan Kullavanijaya, who accompa- 
nied Prasong on the one-day trip to 
Sisophon, expressed a harder line than the 
minister. “We are not expecting any new 
influx [of refugees], but those who come in 
will be treated as illegal immigrants.” 
Charan's job involves dealing with the in- 
cidents of banditry by former Cambodian 
guerillas along the border against Thai vil- 
lagers, which he said are "getting worse 
every day." 

Either way, Thai senior officials will 
monitor the aftermath of the Cambodian 
election closely. They will be looking to see 
whether the departure of the last refugees 
from their land marks a final chapter in 
Thailand's role as a sanctuary for displaced 
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NEW ZEALAND 


National 
Anthem 


Government in disarray 
ahead of year-end election 


By Colin James in Wellington 


or the first time since it won office in 
~ October 1990 in the biggest electoral 

landslide for 50 years, Prime Minis- 
ter Jim Bolger’s National Party government 
looks in serious danger of losing the next 
election, which is due to be held by the 
end of 1993. 

The government's troubles stem from 
two main sources: the damaging critique 
of its policies by the popular MP and 
former cabinet member Winston Peters; 
and its far-reaching reforms in social wel- 
fare and health announced in the 199] 
budget. 

Peters had been dismissed from the 
cabinet in Octo- 
ber 1991 after 
publicly criticis- 
ing the govern- 
ment's econo- 
mic and social 
policies. 

However, 
rather than dis- 
appearing from 
public view and 
credibility as 
Bolger hoped, 
Peters gained 
increasing atten- 
Hon with his 
parliamentary 
Peters' criticism finds attacks on the 
support among voters. government. He 

questioned the 
ministers' relations with big business, their 
failure to hold a promised inquiry into the 
Bank of New Zealand's first collapse in 
1989 and the circumstances surrounding its 
rescue by the present government after the 
1990 election when it collapsed again. 

Little of what Peters alleged in his at- 
tacks has been substantiated, nor has he 
articulated a coherent body of policy. But 
his poll ratings climbed because they 
touched à raw nerve among the many vot- 
ers still reeling from eight vears of reforms 
and five years of economic stagnation that 
only ended in late 1991. 

In a 6 March Heylen poll, the country's 
longest-running monthly poll, Peters 
scored 25% as "preferred prime minister" 
to Bolger's 8% and Labour Party leader 
Mike Moore's 19%. 





4 ^ remit Arann 








SVS 





BREITLING 


1884 


INSTRUMENTS FOR PROFESSIONALS 


CHRONO COCKPIT 
The first Breitling chronograph of 
small size, which can also be worn by 
ladies. Measurement to 1/5th 
of a second, with hour and minute 
counters. Rotating bezel with 
rider tabs. Glareproofed sapphire 
crystal 5crew-locked crown p 
Water-resistant to 100 meters 


Breitling Agents: 

HONG KONG: UTC FAR EAST LTD, KOWLOON, Tel.: 3/739 1281, Fax: 3/739 8975 
JAPAN: J. OSAWA Co LTD, TOKYO, Tel.: 3/3455 0116, Fax: 3/3456 0277 
KOREA: ELKO TRADING COMP., SEOUL, Tel.: 2/755 8856, Fax: 2/755 8857 
SINGAPORE: MELCHERS & Co, Tel.: 259/9288, Fax: 259/9111 
TAIWAN: UTC TAIWAN LTD, TAIPEI, Tel.: 2/729 4340, Fax: 2/758 1999 


BREITLING MONTRES SA, P. O. Box 1132, SWITZERLAND - 2540 GRENCHEN 
Tel.: 65/51 11 31, Fax: 65/53 10 09 


REGIONAL 





After an unsuccessful court challenge 
by Peters that stemmed from an October 
1992 vote by the parliamentary caucus of 
the National Party to exclude him on 
grounds of disloyalty, the national execu- 
tive on 4 March barred him from standing 
as a party candidate in the next general 
election. 

Peters resigned from parliament on 18 
March to force a by-election in his 
Tauranga seat, which he held with a mas- 
sive majority in 1990 and is certain to win 
again. Peters’ return to parliament will 
bring the number of dissident MPs sitting 
in opposition to four. 

The government's recent handling of 
tax and health reforms has also caused con- 
fusion, not least in the National Party itself. 
Finance Minister Ruth Richardson has 
twice been forced to radically amend origi- 
nal proposals after an outcry from busi- 
ness interests; the first time in December 
1992 on a proposed international tax re- 
gime and again on 18 March on proposals 
to tighten entertainment tax. 

National Party backbench MPs have 
been highly critical of what they see as 
Richardson's strict adherence to the Trea- 
sury line and too little attention to the prac- 
tical needs of the party's friends, and 
funders, in business. 

Health Minister Simon Upton is also 
under fire from backbenchers for his un- 
popular structural reforms of the public 
health system. Some 80% of New Zea- 
land's health spending is provided by the 
state. 

The reforms, announced in the 1991 
budget, come into force on 1 July — too 
close for comfort to the general election 
likely to be held on 27 November. 

All of these factors came to a head at a 
meeting of the National Party caucus on 18 
March, at which backbenchers also dis- 
cussed Bolger's low personal poll ratings 
and the party's 18-point deficit to Labour 
in the Heylen poll. 

A small number of MPs later echoed a 
call by the capital's Dominion newspaper 
for Bolger to step up his performance or 
step aside for either his deputy, Foreign 
Minister Don McKinnon, or Justice Minis- 
ter Doug Graham. 

Quick action by Bolger's close friend, 
third-ranked Bill Birch and acknowledged 
as the most powerful man in the cabinet, 
stifled that sentiment. But it was enough to 
cause Bolger to demand at a 21 March 
news conference an improved performance 
from ministers, particularly in health, and 
to threaten a cabinet reshuffle if they did 
not. 

Meanwhile, the Labour Party has 
united around a policy slightly to the left 
of National's. A book published on 1 Janu- 
ary by Moore on his personal policy think- 
ing has become best seller, which suggests 
that a party thought dead and buried only 
a year ago may yet be resurrected. w 
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SOUTH 


Walk, Don't 
Run 


US evacuation plan could 
be stalled by traffic 


KOREA 


By Ed Paisley in Seoul 


The news is broadcast over the US military 
television and radio station — the American 
ambassador has ordered an evacuation of all 
LIS citizens and “designated foreign nationals” 


from the peninsula. 


t would be better to head for the base- 
| ment with a case of Budweiser than hit 

the streets," quips one US Embassy offi- 
cial when asked about US evacuation plans 
in the event of war on the peninsula. A US 
military attache, half-jokingly adds, “but 
flee? To where?” 

Where indeed. Although the chance of 
war with North Korea is considered re- 
mote by most foreigners living in Seoul, 
escaping the city quickly would also seem 
an unlikely proposition. Massive traffic 
jams in and around the capital are now 
routine throughout the day and late 
evening; gridlock is reserved for the morn- 





ing and evening rush-hours. 

Imagine, then, that a North Korean at- 
tack — or a threat of one — sends the 10 
million people of metropolitan Seoul pack- 
ing into their 2 million cars and trucks 
which they then drive en masse into the 
countryside. Were this grim scenario to 
become real, where are the country's thou- 
sands of foreign residents expected to go 
and how are they supposed to get there? 

The US military has contingency plans 
to evacuate roughly 40,000 US citizens and 
as many as 10,000 so-called designated for- 
eign nationals out of metropolitan Seoul to 
overseas transhipment points south of the 
city. The plan is perfectly realistic, says US 
air force Maj. John Hoskins, who is in 
charge of planning civilian escape routes. 
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It also directly contradicts the foreign 
community's comforting belief that the UN 
military command will evacuate all non- 
Koreans residents. Although ostensibly 
under UN command, US diplomats and 
military officials say US forces in South 
Korea would need a UN Security Council 
vote to compel Washington to take respon- 
sibility for evacuating UN-member citi- 
zens. 

Instead, US officials anticipate that other 
embassies would take care of their own 
citizens, not least because US’ own evacua- 
tion routes would be overwhelmed by 
thousands of designated foreign nationals. 

While spiriting 30,000 people out of 
Seoul in what may be a great hurry ap- 
pears a daunting task, Hoskins merely says 
that the evacuees would be moved from 
various assembly points in the city south- 
ward on “pre-designated ground transport 
units.” 

Ground transport? In Seoul's traffic? 
Hoskins will not say how this feat will be 
managed as it is classified, but he points 
out that the nation’s major roads and rail- 
ways would be cleared in time of war to 
transport military supplies and equipment 
northward, in turn allowing non-combat- 
ants to head south. 

Once clear of Seoul, the refugees would 
be moved to US West Coast military bases, 
or at a pinch to Guam, Hawaii or perhaps 
Japan — though the latter would take some 
persuading, US diplomats concede. They 
would travel by “any means available,” 
Hoskins says, but most 
probably by military or 
chartered commercial air- 
craft returning after deliv- 
ering reinforcements and 
supplies and taking out 
the wounded. 

Most importantly, who 
gets to go? This is a 
question Hoskins deftly 
dodges. A designated for- 
eign national is anyone 
defined as such by the US 
State Department, he says. 
In other words, the citi- 
zens of the Washington’s closest allies 
could expect to be among the chosen few 
to be evacuated. 

If the crisis is slow in developing, diplo- 
matic pressure to include non-US citizens 
in the evacuation would be minimal, as 
individual embassies would charter com- 
mercial aircraft to handle the flow. But if a 
sudden crisis erupted, the State Depart- 
ment would ask the US military to handle 
the evacuation. 

It is then that heavy diplomatic pres- 
sure could be expected to be brought to 
bear on Washington. Evacuees “would be 
screened for eligibility of transport at the 
assembly points,” says Hoskins, while add- 
ing "let's face it, we're going to try to move 
as many people out as we can." * 
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SOUTH KOREA 


The Battle Within 


Kim moves to clip the army’s political wings 





By Shim Jae Hoon in Seoul 


n 8 March, Defence Minister Kwon 

Young Hae had just sat down for 

breakfast with President Kim 
Young Sam in the Blue House dining 
room, By the time the vegetable soup and 
ham arrived, South Korea's new leader had 
ceased with the pleasantries. “Now that | 
am finished with cabinet appointments,” 
he intoned, “I would like to deal with mili- 
tary assignments.” Then came the big ques- 
tion: “Don’t army generals submit resigna- 
tions when a president takes office?” 

Kwon's response signalled the start of a 
dramatic attempt by Kim to establish con- 
trol over the 540,000-strong army. Armed 
forces generals, said the de- 
fence chief, receive new orders 
in June or December. But, he 
added, as head of the military, 
the president is free to dismiss 
or appoint officers whenever 
he pleases. 

With that encouragement, 
Kim wasted no time. Using a 
little military precision and 
speed of his own, he immedi- 
ately told Kwon, “I want the 
army chief of staff [Gen. Kim 
Chin Young] and defence se- 
curity commander [Lieut-Gen. 
Suh Wan Soo] replaced.” The 
rank of the next defence secu- 
rity commander, he added, 
“should be lowered by one.” 
Within hours, generals Kim 
and Suh were gone. 

Under any conditions the 
sackings would not have been well re- 
ceived within the army. But coming in the 
aftermath of 30 years of military-backed 
governments and amidst increased concern 
over North Korea’s nuclear development, 
they raised the tension between the army 
leadership and Kim's civilian government. 

The speed with which Kim responded 
to the military's grumbling did little to al- 
leviate that pressure. In an effort to pre- 
empt any response to the dismissals, Kwon 
notified the media of the shakeup at al- 
most the same time as the officers them- 
selves were told. The effect was as "sur- 
prising as a Pearl Harbour attack," Jee Man 
Won, a respected military affairs commen- 
tator, told the REVIEW. "It was as insulting 
[to the generals] as it was shocking." 

That did not seem to worry Kim. In an 
earlier move designed to weaken the mili- 
tary's grip on politics, he broke the unspo- 
ken rule of choosing a defence minister 
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with at least four-star rank. Kwon, a re- 
tired major general and vice-defence min- 
ister, had stood 11th in the military hierar- 
chy before his promotion. 

Kim showed no signs of letting up in 
his effort to place more power in the hands 
of civilians. In addition to wanting to send 
a signal that he intends to shake up the 
military, part of the rationale behind firing 
generals Suh and Kim was to highlight his 
next target — the Hanahoe (One Mind) 
society. 

Although formally defunct, members of 
the secret fraternity of elite generals from 
the Korean Military Academy believe the 
armed forces should be the final arbiter of 
the nation's security. Estimated to number 





Gaining control of the army has bogas a nig for Kim. 


about 100 active and retired soldiers, the 
society has dominated key leadership posts 
in the army for the past generation. Mostly 
from the southeast Kyongsang provinces, 
its members have also produced many 
government leaders, including former 
presidents Chun Doo Hwan and Roh Tae 
Woo. Generals Suh and Kim also belong to 
the group. 

But the president's attempt to remove 
Hanahoe members from positions of au- 
thority and establish his control will be 
more difficult than firing a couple of gen- 
erals. Having been in the opposition most 
of his political career, the former dissident 
has little knowledge of military affairs or 
connections inside the large 65,000-strong 
officers’ corps. He is also a stranger to most 
of the hundreds of generals who manage a 
huge defence budget that accounts for a 
third of total national outlays. 

Moreover, the timing of his move 
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against the army leadership hardly ap- 
peared propitious in view of mounting ten- 
sion with North Korea. In addition to con- 
cern over its nuclear development, the mili- 
tary remains worried about the semi state 
of war alert now in effect in the North. By 
taking on the South Korean military now, 
Kim runs the risk of antagonising the army 
at a time when tension on the peninsula 
has reached its highest level since 1976, 
when North Korean troops at Panmunjom 
murdered two US army officers. “Indeed,” 
said one unidentified major-general in a 
local newspaper, “as a civilian president 
he could have been more tolerant in han- 
dling the dismissal.” 

While no one outside the military ques- 
tions the need to reform the army’s leader- 
ship some politicians wonder if Kim has a 
clear idea of how to dismantle various ca- 
bals and modernise the armed forces. Roh 
made considerable progress in lessening 
the army’s influence on politics, but he was 
able to do so only as a former general with 
a vast knowledge and skills on military 
matters. 

Still, having suffered un- 
der past military regimes, 
Kim may understand more 
than his critics think. Says Ra 
Peong Seon, a member of the 
National Assembly's defence 
subcommittee and a retired 
army lieutenant general: 
“President Kim is the right 
man to tackle the job.” 

Kim is also moving on 
other fronts. In an effort to 
consolidate diverse military 
intelligence units, he ordered 
Defence Security Command 
(DSC), the Defence Intelligence 
Agency (DIA) and the military 
electronic group to report di- 
rectly to the defence minister. 
In the past they had reported 
to the president. 

He further stripped DSC of all powers 
unrelated to military affairs. Its Directorate 
II, for example, will no longer be allowed 
to conduct surveillance on the media, uni- 
versity campuses and political parties. 
These areas had been under watch since 
the Korean War. 

But the consolidation plan is already 
running into trouble. DSC opposes Kwon's 
attempt to place it and the electronic group 
under the DIA’s umbrella. 

Nevertheless, he remains intent on forg- 
ing ahead with plans to keep the army at 
bay. But if anyone in the armed forces still 
does not realise that resolve, they might 
take a look at what the president has done 
on his own doorstep. In a symbolic move 
early this month, Kim ordered the removal 
of two army brigades that guard the Blue 
House. In their place, he intends to install 
civilian police. The underlying message has 
not been lost on anyone. . 
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General Park, Citizen Kim 


n the past three decades, South Korea 
has transformed itself from a dirt-poor 
agrarian society into one of the fastest- 
growing industrial nations in the world. 
Even more important is the political liber- 
alisation that has followed. Thanks to the 
emergence of a strong, well-educated mid- 
dle class borne of the country's economic 
development, Kim Young Sam was sworn 
in as South Korea's first democratically 
elected civilian president since 1961. 
Ironically, the man largely responsible 
for this remarkable metamorphosis of an 
authoritarian Confucian state into a bud- 
ding industrial democracy is none other 
than Park Chung Hee. Some 32 years ago, 
to the chagrin of many Korean as well as 
American politicians, Gen. Park toppled an 
inept civilian government and initiated a 
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military-style rule. Yet a dozen years after 
his assassination, 83.5% of the respondents 
in a recent survey conducted by the Chosun 
Ilbo and the Korean Gallup Poll listed Park 
as "the best president" since the country 
regained independence after World War II. 
Indeed, Kim's own cabinet is headed by 
two holdovers from the Park era, Prime 
Minister Hwang In Sung and Deputy 
Prime Minister Lee Kyung Shik. 

"| felt," said Park upon assuming power 
on 16 May 1961, "as if I had been given a 
burglarised household or bankrupt firm to 
manage." He was hardly exaggerating. 
With economic growth at a virtual stand- 
still, South Korea in the early 1960s had the 


dubious distinction of being one of the low- 
est-income nations in the world, lagging 
far behind arch-enemy North Korea in 
both economic and military terms. 

The country suffered from psychologi- 
cal malaise as well, with South Koreans 
pessimistically accepting poverty and de- 
pendence on foreign aid as permanent re- 
alities. “The non-productive, negative traits 
we see in the South Koreans today,” said 
Park at the time, "are. not hereditary — 
they are the results of past invasions and 
misfortune." 

In looking back at the spectacular eco- 
nomic progress achieved during his 1961- 
79 reign, the importance of the modern 
South Korean self-awakening must be 
stressed. The country's sudden rise in per 
capita income, in exports, in the construc- 
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of Park's “autocratic rule.” It was not until 
I visited North Korea in 1973 and revisited 
Seoul a year later that I noted the amazing 
socio-economic transformation of the 
southern half of the Korean peninsula. 
The purpose of my 1974 visit was to 
interview then-president Park for a US 
magazine. When I arrived in Seoul I was 
told I had to take an industrial tour first. 
After touring the Pohang-Ulsan industrial 
complex, I had to concede in my piece that 
Park really was working "to save the na- 
tion from chaos and ruin" as he had prom- 
ised in 1961. And since he was elected 
president in late 1963, the country had 
been transformed from a war-ravaged 
farming society into an industrial state 
with the fastest growing GNP in Asia. 
During the interview I learned that Park 
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in his formative years had been greatly in- 
fluenced by Japan's Meiji Restoration, Sun 
Yat-sen's revolution in China, Attaturk's 
reform movement in Turkey, Nasser's 
Egypt and De Gaulle's France. And with 
the help of his bright young team of US- 
educated economic planners, I noticed that 
this avid reader of history had become an 
unconventional, latter-day economist de- 
termined to realise his own vision of ex- 
port-oriented South Korean development. 








Of course, Park could be ruthless. In 
later years this saw him come under in- 
creasing attack, particularly after the intro- 
duction of the Yushin (Revitalising Reform) 
Constitution in 1972 for what his detrac- 
tors at home and abroad called violations 
of human rights. Indeed, a number of dis- 
sidents were tried and jailed under Park's 
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“constitutionally ctäbiished emergi 
decrees,” which reflected his intoleran 
institutional checks and balances € on 
executive power. ` i 

Park maintained these measures ' 
necessary because of the continual th 
of armed attack from North Korea, not 
mention the influence of centuries-old 
non-egalitarian socio-cultural traditions 
Besides, he said, South Korean society was. 
not ready for Western-style democracy 
without the existence of a middle class. heo 
Yushin system institutionalised what Park | 
saw as Korea’s need for “a national con 
sensus, a supra-partisan effort for nationi 
salvation, a true concert of interests of t 
people from different walks of life." Cer- |. 
tainly all this cost South Korea a great deal. |. 
Future generations of Koreans will judge | 
whether the gains outweigh the costs. _ | 

In other words, Park's record cannot be. | 
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judged without reference to the geo-politi- | 
cal context within which he acted, for his |. 
type of leadership was rooted in a specific | 
culture at a specific time. South Koreans, 

who have lived through so many 

cataclysmal changes, understand this in- | 
stinctively. Perhaps that is why the same | 
people who have so proudly voted for Kim 
as the embodiment of their political matu- | 
rity remain appreciative of Park who | 
helped lay the economic foundation that | 
made it possible. Beo 
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China and Thailand to mediate in Burma's civil war 


pn 


or more ! than 40 5 years, , the central 
E government in Rangoon has been 

battling an array of ethnic insurgen- 
` cies. But is the conflict now coming to an 
end? That, at least, is what some of Bur- 
ma's neighbours — and other outside in- 
 terests — are hoping. 

Both China and Thailand have over the 
past few months taken steps to pressure 

the government as well as the rebels to ne- 

gotiate an end to Burma's civil war. Mean- 

while, in Atlanta, Georgia, former US presi- 

dent Jimmy Carter's private foundation, 

the Carter Centre, is sending signals to the 

warring factions to try to find a solution to 
‘the decades-long conflict. 
. But with so many diverse interests in- 

volved, it is hardly surprising that the pic- 
ture is confusing. In the end, the guns 
might just rumble on when the dry season 
of 1993 begins in October, as they have 
done virtually every year since Burma's 
independence from Britain in 1948. 

The firmest initiative has been taken by 
China, probably the only country that has 
any leverage inside Burma. After the sig- 
ning of a border trade agreement between 
China and Burma in August 1988, Peking 
stopped encouraging insurgencies along 
the common frontier. The first rebel casu- 
alty of this policy was the once powerful 
Communist Party of Burma (CPB). 

When the hilltribe rank-and-file of the 

. CPB's army rose up in mutiny against their 
. ageing, Maoist leadership in early 1989, the 
- Chinese simply closed the border. The CPB 
` controlled an area of 20,000 square kilome- 
- tres along the frontier with China's Yunnan 
_ province, but it was dependent on China 
=< for rice, medicine and other necessities. 
Following the Chinese blockade, the CPB 

» mutineers were forced to turn to Rangoon 
. with a request for a truce. Rangoon readily 
. agreed to supply the former communist 
- forces with rice, petrol and kerosene in ex- 
change for a ceasefire. At the same time, 
the former CPB forces — now split into four 
different ethnic armies — were allowed to 
retain their weapons and control over their 
respective areas. 

This became the model for similar deals 
Rangoon made with the Shan State Army 
in September 1989, and, in early 1991, with 
the Pa-O National Army, the Palaung State 
Liberation Army and the Shan State-based 
4th Brigade of the Kachin Independence 
Army (KIA). With the sole exception of the 
. Pa-Os, who live in the hills surrounding 
^. Taunggyi in southern Shan state, all these 
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former rebel armies are now also heavily 
involved in cross-border trade with China 
— timber, jade, gems and opium — to the 
benefit of themselves, Burma and China. 

And now, the remaining three brigades 
of the KIA in Kachin state proper have come 
under Chinese pressure to negotiate peace 
along the same lines with Rangoon. The 
KIA, one of Burma's strongest ethnic rebel 
armies, controls most of the countryside of 
the northern Kachin state. 

Talks between the KIA and Rangoon 
were held in the Kachin state capital of 
Myitkyina on 22-24 January and again on 4 





March. The government's side was repre- 
sented by the Northern commander, Brig.- 
Gen. Soe Win, and the Northeastern com- 
mander, Brig.-Gen. Aye Kyaw. 

The Kachin rebel delegation reportedly 
proposed a nationwide ceasefire to be an- 
nounced officially, and stipulated that any 
further talks should also involve other 
rebel groups. Rangoon has not yet re- 
sponded, but according to one well-placed 
source: “The Slorc [the State Law and Or- 
der Restoration Council] will probably re- 
ply that a ceasefire has already been de- 
clared, and that the government is willing 
to talk to any group individually." 

The Slorc will probably decline to talk 


to fronts such as the Democratic Alliance 


of Burma (DAB), an umbrella organisation 
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comprising nearly 20 different ethnic rebel 
armies and underground. Burmese groups. 
This has been the policy since the Slorc was 
established in 1988. 

This, and the location of any further 
talks, are likely to be the main issues divid- 
ing the rebels. Em Marta, a spokesman for 
the Karen National Union (KNU) along the 
Thai border, told the REVIEW: "Our door is 
always open. But talks must be held with 
the DAB on neutral ground, outside Burma 
under UN supervision and in the presence 
of the international media. The KNU rejects 
individual settlements outside of the DAB." 

This line was conveyed by the KNU to a 
Karen church leader at a meeting in Maesot 
on the Thai border with Burma arranged 
by the Thai authorities. The meeting was 
timed to coincide with a visit to Maesot by 
the Burmese army commander in 
Myawadi across the Moei River that forms 
the border with Thailand. The two men 
then met under Thai auspices. 

Even if these meetings did not produce 
the same results as the negotiations with 
the Kachins in the north, the Thais are be- 
lieved to be taking a keen interest in trying 
to solve the Burmese civil war. In the past, 
liaison with the rebel groups along the bor- 
der was maintained by local security units 
within the Thai military; now, it seems that 
the central authorities in Bangkok are get- 
ting directly involved through the National 
Security Council and the Foreign Ministry. 

The Carter Centre, has previously been 
involved in conflict resolution in Eritrea 
and Central America. In 1991, however, it 
began turning its attention to Burma. Bur- 
mese rebels first visited Atlanta late last 
year and, on 17-19 February this year, 
Karen, Kachin and Mon rebels went to the 
centre to attend a peace conference con- 
vened by Carter and former UN secretary- 
general, Javier Perez de Cuellar. 

Despite the high-powered involvement, 
Rangoon has shown scant interest in these 
efforts. Observers recall that Rangoon last 
October rejected an Australian offer to me- 
diate between Burma's ruling military and 
its guerrilla foes. 

Shortly before the February meeting in 
Atlanta, Carter wrote to China's para- 
mount leader Deng Xiaoping with a re- 
quest to him to help solve the Burmese 
war. In response, Chinese Foreign Minister 
Qian Qichen wrote that efforts to that ef- 
fect had been made during his visit to Ran- 
goon in the beginning of February. 

However, given China's vital economic 
links with Rangoon and security interests 
in Burma, Peking obviously has its own 
agenda, and that may not be in tune with 
either the Carter Centre's policies or Thai- 
land's "constructive engagement" with the 
Slorc. "The main problem," a Bangkok- 
based analyst said, "is that the Slorc's peace 
deals freeze the issue without addressing 
the reasons why these people took up arms 
in the first place." = 
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Chinese Party Zig-Zags Spur 
Constitutional Changes 





ne of the main items on the agenda of the 
National People's Congress (NPC) currently 
meeting in Peking is a move to amend the 
Chinese Constitution — vet again. 

China's constitution, unlike such documents in 
the West, is akin to a political platform, a guide to 
action in the current stage of development. This is 
why it has to be amended, or replaced wholesale, 
every time the Chinese Communist Party changes 
its policy. China still does not have a constitution in 
the Western sense of the word. 

The first constitution, adopted in 1954, declared 
the "indestructible friendship" between China and 
the Soviet Union. That embarrassing phrase had to 
be excised when the second constitution was adopt- 
ed in 1975, towards the tail-end of the Cultural 
Revolution. 

After the death of Chairman Mao Zedong and 
the return to power of Deng Xiaoping, the Four 
Modernisations policy was enshrined in the new 
constitution, that of 1978. The current constitution, 
adopted in 1982, was crafted to allow, among other 
things, direct foreign investment. 

This time around, the most important amend- 

ment is the deletion of the clause "the state practises 
economic planning on the basis of socialist public 
ownership" and its replacement with the w ords 
"the state practises a socialist market economy.’ 

The decision to adopt a market economy — 
euphemistically called a “socialist market economy" 
— was made by the communist party last October. 
The theoretical basis for this drastic shift was pro- 
vided by the 88-year-old Deng who, while not hold- 
ing any post in either party or government, is still 
the country's paramount ruler. Deng said that it was 
wrong to identify a planned economy with social- 
ism and a market economy with capitalism. Accord- 
ing to Deng, socialist countries, too, can make use of 
the market, just as capitalist countries also practise 
some degree of economic planning. 

This constitutional amendment exemplifies the 
role of the communist party, which feels itself free 
to adopt policies clearly con- 
trary to the constitution. It 
then provides retroactive le- 
gal justification for its posi- 
tion by getting the rubber- 
stamp NPC to approve consti- 
tutional changes. This is 
ironic, c considering that the 
Chinese are saying that in 
I longkong those who call for 
changes in the Basic Law 
cannot serve as legislators. 

In addition to amend- 
ments that are intended to 
pave the way for economic 
development, another change 
allows non-party personages 
to play more of a role. Thus, a 
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new sentence was added, which says: "The system 
of multi-party cooperation and political consultation 
led by the Communist Party of C hina will exist and 
develop for a long time to come." This change is 
likely to usher in the naming of Rong Yiren, who is 
not a member of the communist party, as deputy 
head of state. Others are expected to be appointed to 
lesser posts. 

This does not mean an end to the communist 
party's monopoly on power. In fact, the current NPC 
is likely to see a tightening of the party's grip on all 
the levers of power. The policy of separation of 
party and government enunciated more than a dec- 
ade ago is being abandoned, and members of the 
party's top decision-making body, the standing 
committee of the Politburo, are expected to be 
named premier, head of state, head of the NPC as 
well as head of the top consultative body, the Chi- 
nese People's Political Consultative Conference. 


ne important constitutional amendment re- 

jected by the communist party, and hence 

by the NPC, was the proposal that the policy 
of one country, two systems be written into the pre- 
amble. It was turned down on the basis that Article 
31, which says "the state may establish special ad- 
ministrative regions when necessary," was sufficient 
justification for allowing Hongkong and Macau not 
to practise the socialist system after Peking takes 
control of them in 1997 and 1999, respectively. 

The decision not to clarify the one country, two 
systems concept is unfortunate because the consti- 
tution at present is inconsistent. While Article 31 is 
clear enough, the rest of the constitution does not 
make any allowance for special administrative re- 
gions. 

The preamble, for instance, calls on “the Chinese 
people" to fight against "those forces and elements, 
both at home and abroad, that are hostile to China's 
socialist system and try to undermine it." No excep- 
tion is made for those who live in a special adminis- 
trative region. 

Similarly, Article 24 says the state “conducts edu- 
cation among the people . . . to combat capitalist, 
feudal and other decadent ideas." On the face of it, 
therefore, citizens of a special administrative region 
on the one hand practise capitalism and on the other 
hand must combat capitalism. 

Since the Chinese constitution defines a pro- 
gramme for action, it is strange that Peking should 
refuse to put the concept of one country, two sys- 
tems into the preamble. After all, Deng himself has 
said that this policy will not change for 100 years. 

Perhaps China is unwilling to clarify the concept 
of one country, two systems because it does not 
know what it will really mean in practice. After all, 
socialism is being abandoned in all but name. And 
if the China mainland were to practise capitalism, 
in what sense will there be two systems within one 
country? * 








ourist hype to the contrary, the Tu 
Cam Tanh, (Forbidden Purple City) 
here is more of a mood piece than a 
monument. Papaya trees and peanut 
plants grow in the two-century-old court- 
yards of the Nguyen kings, the last reign- 
ing dynasty of imperial Vietnam. Spinach 
and watercress choke the drained beds of 
erstwhile lotus ponds and reflecting pools. 

The neat crop rows emphasise the vast 
empty distances in the once-crowded im- 
perial precinct, originally modelled on the 
dense maze of Peking’s Forbidden City. It 
makes for a sharper sense of desolation 
than would a raggedly overgrown ruin. 

Without much to block the view, you 
can glimpse the outsized red Vietnamese 
flag atop the old city battlements from al- 
most anywhere in the palace precinct. On 
Tet, (Lunar New Year) 1968, in their cele- 
brated surprise offensive, the Vietcong (the 
guerilla movement in South Vietnam) first 
succeeded in raising the com- 
munist banner on this tallest 
flagstaff in Vietnam. 

And there it remained, defi- 
antly, for more than three 
weeks while the occupiers sys- 
tematically eliminated about 
3,000 alleged Saigon collabora- 
tors among the citizenry. To 
dislodge the Vietcong, the 
South Vietnamese and their US 
allies relentlessly shelled and 
bombed the palace and the ad- 
jacent walled city. Casualties 
ran to nearly 10,000. 

Now, a quarter century after 
the Tet offensive, the Hanoi re- 
gime is keen to jolt the slum- 
bering post-Reunification 
economy awake with a splash 
of foreign investment and tour- 
ism revenue. Hue, the old im- 
perial capital, is to be developed as a key 
attraction. So is Danang, a pleasant pro- 
vincial capital and beach town 100 kilome- 
tres to the south. 

The war legacy could overshadow 
those plans. Vietnam is one of those places, 
like Hiroshima, where the fixed enormity 
of past horrors inexorably glares through 
the banal ephemera of the present. Yet, 
unlike Hiroshima, Vietnam no longer 
seeks Tourists of Conscience as the main- 
stay of its “hospitality industry.” 

Other travellers, though, might well 
wonder whether it is worth the jouncing 
three-hour jeep ride beyond Danang to 
view what is left of the shattered temple 
complex at My Son. The place was a cen- 
tre of learning and religion for a vestige of 
the vanished Champa empire, which flour- 
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ished here in the 4-13th centuries before 
succumbing to Annamite encroachments. 

My Son was once a trove of Hindu 
diaspora art. Scholars likened it to Indone- 
sia's Borobudur, Cambodia’s Angkor or 
Burma’s Pagan. That was before the 
Vietcong decided to use it for a field head- 
quarters, bringing down upon the temple 
complex a firestorm that culminated in the 
demolition of its grandest sanctuary by a 
US sapper team. 

For Dong 50,000 (US$5), a trail guide 
offers to thread us through the live mines 
that are said to line the jungle track to the 
My Son temple complex. Mists shroud 
Cat's Tooth Mountain, behind the ruins. 

To get us across one of them, a trail-side 
tea vendor offers us a makeshift bridge. He 
tucks a plank bench under the stump of 
his left arm and lurches with amazing agil- 
ity down to the bank on his crutch and his 
one remaining leg. 





Many Vietnamese still depend on traditional means of transport. 


Back in Danang, a whiff of combat 
taints even the most festive occasion of the 
year, the eve of Tet itself. We are into our 
second bottle of Bulgarian champagne on 
the balcony of the waterfront Bach Dang 
Hotel when, at the stroke of midnight, the 
riverscape lights up with fireworks. 

Young bloods tear down the main drag 
on motorcycles trailing streamers of lit fire- 
crackers. Roman candles rain down from 
the balconies. All the ships in the harbour 
cut loose with their foghorns. Crimson 
flares burst over the river, lighting up the 
waterfront where, in 1975, Saigon govern- 
ment troops reportedly trampled civilians 
in a stampede to board the last ships be- 
fore the fall of Danang to the communists. 

On the opposite bank, a tracery of fire- 
works silhouettes the stilt-town of attap 
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shanties across the river — impressive, at 
Dong 2,000 per Roman candle, when you 
consider that the country's per capita in- 
come is still officially put at about US$200 
per year. 

After a few minutes of pyrotechnic pan- 
demonium, the shantytown disappears, 
and next the river itself. The Bach Dang 
basin fills up with gunpowder smoke. It 
envelopes the hulls, then the spars and 
smokestacks of the freighters in port. Soon 
you cannot see the adjacent balcony. 

One flare becomes indistinguishable 
from the next. Just a general miasma, a 
stinging in the eyes, a catch in the throat 
and the dull concussion of explosives, 
again and again. Are we expelling or in- 
voking the demons of the year to come? 

Not that years gone by seem to have 
brought much tranquillity to this corner of 
the country, either. Midway between 
Danang and Hue, after many switchbacks, 
National Highway One — the 
coast road — crosses a pass that 
seems to mark a key choke 
point along the Truong San | 
cordillera. This mountain range 
long marked the boundary be- 
tween the Champa and the 
Annamites, the natural divide 
between the cultural and cli- 
matic zones of northern and 
southern Vietnam. 

So strategic is the spot that it 
seems to have attracted succes- 
sive generations of fortifications 
— squat concrete breastworks 
and bunkers and gun turrets. 
The centrepiece is a stubby, bee- 
tling tower of blackened bricks. 

Over the barrel-arched por- 
tico, a carved stone entablature 
from China’s Ming Dynasty 
names this place the Hai Van 
Deo, or Sea Cloud Pass. Snakes of mist 
seethe up from the salt marshes to the 
north. On the southern side, sun glints 
from the paddy and the breakers. 

In a niche set into a moss-grown wall, 
fresh joss-sticks still smoulder in a jar. Poly- 
glot graffiti adorn the walls: Vietnamese, 
plus obscenities in French and English. 

Thornbushes and creepers, trembling in 
the steady northerly windstream, all but 
obscure the underlying rubble of tin cans, 
rubber-tyre sandals and canvas scraps. You 
practically trip over it before you even no- 
tice the half-buried helmet, so rusted thata | 
clump of “shy grass” (mimosa pudica) can 
grow right through it. = 
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Lincoln Kaye is a Review correspondent in Pe- 
king. 
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Paku Buwono XII, in royal blue topcoat, with ceremonial dancers at his place in Solo. 


A Royal Mess 


INDONESIA 








Sultan of Solo is pitted against daughter over hotel project 


By Margot Cohen in Solo, Central Java 


he Javanese new vear ushered in an 

annus horribilis for Paku Buwono XII, 

one of Indonesia's few surviving 
monarchs. Royal indiscretion is hardly the 
issue; notwithstanding six wives and 35 
children, Solo's 68-year-old sultan bears a 
reputation for randy romps through Ja- 
karta and foreign capitals. 

The drama gripping the Solo court Is 
not about sex, but power — a complex web 
of political and spiritual power that holds 
Java in its thrall. It centres on a plan by one 
of President Suharto's sons to build a 
luxury hotel within the walls of the palace, 
the king’s last domain. Some Indonesians 
interpret it as a classic wayang culit puppet 
play, where one feudal lord sets out to con- 
quer another. Others see it as a modern 
fairy tale, where a young princess leads the 
battle against a greedy monster. On à 
smaller stage, it plays as a tragicomedy of 
good intentions gone awry. 

Whatever the outcome, the hotel imbro- 


elio has tapped into one of the nation's 
deepest fears. Can Indonesia's cultural 
heritage survive an era of relentless 
change? 

The resplendent traditions of the 248- 
vear-old Kasunanan palace were on full 
display on 26 January, for the 49th anni- 
versary of the sultan's ascension to the 
throne. Seated in the midst of 
a gleaming pavilion, Paku 
Buwono XII appeared every 
inch “the nail of the uni- 
verse," as his name signifies 
in lavanese. 

Wrapped in a royal blue 
top-coat and the court's 
signature brown-and-white 
batik, he gazed down at the 
minions crawling before him, 
the soles of their feet black 
from the courtyard sand. 
Only the flower-laden danc- 
ers were permitted to stand 
upright, as they performed 
the sacred “Bedhoyo Keta- 





Princess Koes Moertiyah 
disagreed with her father. 


wang,” forbidden outside the palace walls. 
A grand banquet followed. 

The burst of glory belied a dying em- 
pire. As a young man, the sultan had 
watched the Republic strip away his lands 
and factories, relegating his authority to the 
kraton (palace) alone. Now, in his twilight 
years, he watched the government's 
monthly subsidy of Rps 6.7 
million (US$3,350) grow in- 
creasingly inadequate for the 
court’s upkeep. Everywhere 
he turned were signs of de- 
cay: ramshackle buildings, a 
dingy museum and, worst of 
all, a ghostly retinue of with- 
ered abdi dalem, or the court 
servants. From the 3,000 
servants or so who had 
toiled in the kraton during 
his childhood, only 600 re- 
mained. No wonder — some 
received as little as Rps 5,000 
a month. 

In an age of rapid deve- 
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lopment, people were forgetting about the 
kraton. But to the sultan's mind, that made 
its role as cultural guardian more impor- 
tant than ever. Its corridors echoed with 
the subtle, multi-layered Javanese tongue. 
Its library cradled ancient Javanese manu- 
scripts. Its pavilions nurtured refined com- 
positions of music and dance. 

And in Java's mystical religious tradi- 
tion, known as kebatinan, there was no sub- 
stitute for the kraton. Its buildings and its 
heirlooms pulsated with spiritual power. It 
held the universe in harmony. It safe- 
guarded the stability of the state. 

But lately, as Indonesia's Muslim ma- 
jority grew more assertive in national life, 
the state seemed to be giving less room to 
kebatinan. New regulations made it diffi- 
cult for its followers to wed, unless they 
declared a state-recognised religion. 
Groups that had once flourished dropped 
underground. The sultan thought this was 
unfair — and dangerous. 

"Praying according to Islam is just the 
same" as praying according to kebatinan, 
the king told the REVIEW. "It's directed to- 
ward God. It depends on the purity of the 
individual. And God decides who is pure 
or not. If the smaller group is, as it were, 
more pure than the larger group, why 
should the larger group enjoy a greater 
advantage?" 

Desperate to finance the kraton's spir- 
itual and cultural life, the sultan turned to 
Jakarta businessman and royal confidant 
Soenarjo Adikoesoemo. In August 1991, 
the two men quietly signed an agreement 
to look for a third partv to fund a hotel 
inside the palace grounds. The sultan knew 
plenty about hotels; despite his stated de- 
votion to the kraton, he spent most nights 
nestled in the privacy of plush establish- 
ments, be it Solo's Kusuma Said or Jakar- 
ta's Borobudur. Soenarjo took the plan to 
Joop Ave, the government's director-gen- 
eral of tourism. Flush with enthusiasm for 
Visit Indonesia Year 1991, Ave suggested 
P. T. Bimantara, the company run by 
Suharto's second son, Bambang Trihat- 
modjo. The sultan heartily approved. 
Bimantara, he thought, would get things 
moving. “Who has the power?" he said. 
“You don't have to look very far." 

The sultan felt sure that Indonesia's First 
Family would lend its name to a royal 
cause. The president's wife, after all, makes 
much of her own rather tenuous links with 
a royal house, that of Mangkunegoro, an- 
other line of Solo sultans. (The first 80 pages 
of Mrs Suharto's new authorised biography 
dwell lovingly on the lineage of “this girl of 
nobility,” including a family tree tracing 
straight back to Mangkunegoro III.) Accen- 
tuating the connection, the Suharto name 
decorates plaques and monuments at the 
Mangkunegoro gravesite. When their own 
time comes, the Suharto clan will be buried 
on an adjacent hill, in a costly, closely 
guarded mausoleum. 
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The sultan also recalled how quickly the 
First Family had come to his rescue in 1985 
after the kraton was gutted by fire. Spear- 
heading the restoration effort, Suharto con- 
tributed 50% of his own salary over five 
months, totalling Rps 10 million, The new 
buildings, erected according to spiritual 
specifications, were inaugurated by one of 
Suharto’s closest advisers at the time 
Solo native Soedjono Humardani, then 
head of the Association for Comprehension 
of One Single God, the nation’s most pow- 
erful kebatinan group. 

The Rps 5 billion relief effort came as a 
blessing for the sultan. Yet it also set a prec- 
edent for physical intrusion into his do- 
main. After the fire, government troops not 
only stood guard at the palace gates, but 
watched over the powerful sacred heir- 
looms, even penetrating the inner sanctum 
of the princess' quarters to monitor 
comings and goings. This perturbed the 
royal clan, but they viewed it as a tempo- 
rary inconvenience. Few imagined that, 
one day, the doors might suddenly be 
flung wide open. 

With Suharto's blessing, Bimantara offi- 
cials began poring over the hotel proposal 
in June 1992. (Bambang himself had bigger 





Palace dancers at the anniversary celebrations. 


fish to fry.) Irritated by press accounts of 
the company as an insatiable profit-grab- 
ber, they sniffed a good public relations 
opportunity: Bimantara as white knight, 
saving a Javanese palace from certain de- 
mise. Recruited to serve hotel guests, the 
abdi dalem would finally be able to earn a 
living wage. The royal family would own 
10% of the shares; after 50 years, the hotel 
would revert to them entirely. 
Benevolence aside, a Rps 30 billion 
rupiah investment was no chicken feed. In 
a town already saturated with hotel accom- 
modation, how could Bimantara market a 
five-star, 150-room hotel? “You play with 
somebody's fantasy," explained A. Edwin 
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Kawilarang, president director of P. T. 
Bimantara Siti Wisesa, the company’s real 
estate arm. This meant building the best 
rooms on the sacred ground where the 
princesses once slept. Peeking through the 
curtains tourists would still be able to 
glimpse the daily doings of the royals, re- 
located to an adjacent compound. Át night, 
seated beneath the crystal chandeliers, the 
hotel guests would watch the sacred 
dances performed by the princesses them- 
selves (under exclusive contract to 
Bimantara, of course). 

But one strident female voice suddenly 
rang out loudly in objection to the plan. “If 
you want to get rid of history, and get rid 
of a cultural legacy, please, go ahead! If 
you want to make this into a museum, and 
throw everyone out so they become just 
onlookers, please, go ahead! But up until 
now, the kraton is not just a building. It's 
not just something to look at like the 
Borobudur [temple]. Its arts, culture, peo- 
ple, and way of life still exist." 

Thus spoke princess Koes Moertiyah, 








the King's 25th child. Gathering support 
from her friends in the press, she launched 
a campaign against the hotel in August, 
shortly after the celebrations marking the 
Javanese new vear. 

The story was a sensation. For the first 
time, a Javanese princess dared to defy her 
father. Her tactics startled Javanese sensi- 
bilities, generally averse to confrontation. 
But Koes Moertiyah made an attractive 
heroine: with shining, waist-length hair 
and a gregarious manner, she was known 
as a graceful court dancer and university 
graduate with a degree in Javanese litera- 
ture. (Other members of the brood were 
renowned dunderheads, not to mention a 
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brother on trial for murdering an abdi 
dalem in a row over cigarettes.) 

Plus, her spiritual credentials were im- 
peccable. A devotee of kebatinan, she regu- 
larly engaged in purification fasts and 
nude meditation on the kraton grounds. 
Stories circulated of her communion with 
a variety of spirits, including the awe-in- 
spiring Ratu Kidul, Queen of the South 
Seas. This gave her the upper hand over 
her father, whose spiritual power had re- 
putedly dribbled away along the road to 
wine, women and song. The loss was ac- 
centuated by the haemorrhage of sacred 
heirlooms, which had found their way into 
the hands of private collectors over the 
years. : 

The sultan was not amused by his 
daughter's publicity blitz. Normally a reti- 
cent soul, he began calling his own press 
conferences, complaining bitterly over her 
lack of respect. Local newspaper circula- 
tion jumped. Yet, the sultan's continued 
support for Bimantara generated even 
more criticism. His stance stirred bitter 
memories of his collaboration with Dutch 
colonialists during the 1945 Revolution — 
an act that permanently sunk Solo's pres- 
tige. (Yogyakarta, Solo's rival, prospered 
after its sultan sided with revolutionary 
forces.) Tongues wagged that he backed 
the hotel for his own seductive purposes. 

Solo residents were not the only ones 
disturbed by the project, perceived as initi- 
ated by the First Family. Throughout the 
archipelago, the case fed growing anxiety 
over the perils of tourism. Imagine, a horde 
of scantily clad Western tourists stamped- 
ing through Solo's noble oasis — even dis- 
lodging the princesses from their beds! Bali 
was bad enough. Would every scrap of In- 
donesian culture fall prey to commerciali- 
sation? 

Suspicion shifted to Suharto, then pre- 
paring for a sixth term in power. He was 
no longer seen as a protector of kebatinan, 
having put distance between himself and 
its adherents as he reached out for Muslim 
support. “The hotel is just a guise," said 
one palace-watcher in Jakarta. "There is 
only one mandala [sphere of influence], the 
Suharto mandala, and all other mandalas 
must be wiped out." 

Jolted out of their former indifference, 
local residents joined hundreds of Solo 
students and artists in October for four 
days of demonstrations. While some cared 
deeply about Javanese traditions, others 
were rebels looking for a cause. They cer- 
tainly had no clue where the sultan could 
find money to save the kraton, if not 
through the hotel. “This is not a capitalistic 
culture! This is sacred!" retorted Adek 
Jumiatno Miehayar, a self-described street 
poet. (Several organisers say that the 
princess and her fiance contributed money 
to the demonstration, but the two deny it.) 

In a city where police normally quashed 
protests on sight, the mood was electric. 


“This is democracy,” a female civil servant 
rejoiced. Some student groups, however, 
saw the actions as strengthening "neo-feu- 
dalism" in a culture that was feudalistic 
enough. Some groups also cast a cold eye 
on the princess, boosted as "Man of the 
Year" by Solo daily Suara Merdeka. Behind 
her righteous rhetoric on cultural preser- 
vation, they discerned a crass concern for 
profit. News got around that Koes 
Moertiyah was involved in her own luxury 
hotel project — just outside the walls of the 
kraton, about 200 metres from the site of 
the proposed Bimantara hotel. 

Dressed in faded blue jeans, a gold ban- 
gle at her ankle, the modern-day princess 
admitted to the REVIEW that she had, in- 
deed, received a fee for arranging the sale 
of a former palace building to investors 
from Italy and Hongkong. Her fiance put 
his legal skills to work in handling the 
hotel's land titles, and his company acts as 
temporary caretaker of the property. Nev- 
ertheless, the two denied that their strug- 
gle against Bimantara had anything to do 
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with fear of competition, as suggested by 
other members of the royal clan. An inside 
source confirmed that they will have no 
share in the 50-room hotel — yet another 
“royal fantasy" designed for the US$200 a 
night crowd. 

By year's end, it looked as though the 
princess would get her way. The governor 
of Central Java issued a directive against 
building a hotel inside the kraton. Suharto 
was consulted on this decision, according 
to presidential palace sources, but every- 
one waited for a clear sign from the top. 
There was no rejoicing in Koes Moertiyah's 
camp. “If I have to die for the kraton, I 
won't regret it,” the princess declared in 
mid-January. 

February brought a new twist: a pub- 
lished photograph of Koes Moertiyah pros- 
trated before her father, hands clasped 
above her head in a royal gesture of 
obedience. "Princess Asks for Forgive- 
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Palace guards prepare for anniversary celebration duties. | 


ness," headlines screamed. In one publica- 
tion, Paku Buwono XII crowed that his 
daughter had finally agreed to support the 
hotel project; in another, he vowed the ho- 
tel would not be built if it created prob- 
lems in the family. When pressed, the 
normally voluble director-general of tour- 
ism would only say the Bimantara project 
had been indefinitely postponed. The sul- 
tan told friends he had succeeded in meet- 
ing the president, but kept the details to 
himself. 

And so, the Javanese curtain drops, 
with everyone preserving face and every- 
thing open to interpretation. For some, this 
is a rare case of public protest preventing 
the Suharto children from getting what 
they want. For others, it is a commonplace 
example of traditionalist thinking that fails 
to adapt to modern times. After all, the 
kraton's survival remains in peril. 

"No one comes up with a solution ex- 
cept us," says Bimantara's Kawilarang. If 
the royal family mends its fences, he says, 
the kraton hotel can still move ahead. He 
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rejects suggestions that Bimantara assist 
the Solo clan in setting up a hotel outside 
the kraton walls, just as the Yogyakarta 
royal family has successfully done. "I do 
not see any commercial value there,” he 
concludes. 

As for Paku Buwono XII, life goes on 
outside the stuffy confines of the palace. 
Attired in suave aviator sunglasses and 
grey open-necked shirt, he spent one re- 
cent evening enjoying the karaoke at Solo's 
Diamond Restaurant, named for an enor- 
mous mirrored bauble set in its own orbit. 
As the Frank Sinatra standard, My Way, 
blared across the loudspeakers, the sultan 
attempted to set the record straight. The 
hotel was never his idea, he insisted. "In- 
side the kraton, what for?" he snapped. 
"How peculiar." G] 


Margot Cohen is a freelance writer based in 
Jakarta. 
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Taiwan 





Taiwan and Hongkong have a lot in 


common as newly industrialising econo- 
mies increasingly bound to China through 
trade and other economic relationships. 
Hongkong is an almost purely economic 
animal: most people in the colony want 
politicians to leave them alone so they can 
make and spend money. This may also be 
true of a majority of the people on Taiwan, 
but there is a large minority on the island 
for whom politics is also a consuming pas- 
sion. Discussions of constitutions and elec- 
tions can raise blood pressure. Attempting 
to classify the Taiwanese political animal is 
likely to provoke a fight. 

From the three books under review 
here, it would appear that among scholars 
who watch Taiwan at home and abroad 
the economic “miracle” is no more than a 
variable in the study of the society’s on- 
going political transformation. Political 
Change in Taiwan is a collection of essays 
presented to a 1989 conference held at the 
Institute of International Relations at Tai- 
wan's National Chengchi University and 
jointly sponsored by that institution and 
the Center for International Affairs at 
Harvard. The 14 contributors are all social 
scientists, and the papers read like aca- 
demic treatises. For the uninitiated, a selec- 
tive reading of the essays will provide an 
overview of Taiwan's political evolution 
since its liberation from Japanese rule in 
1945. 

The editors’ introduction is especially 
useful as a guide to the information and 
arguments presented in the rest of the pa- 
pers. Samuel Huntington's foreword sug- 
gests that Taiwan might provide an alter- 
native model for democratic development, 
"one that holds that democratic institutions 
should promote consensus and stability 
rather than conflict and change," a defini- 
tion that could have come out of a Peking 
white paper. At the heart of the book is a 
. consensus that Taiwan is undergoing a 
.. process of liberalisation which is moving 
the polity towards democracy. Constance 
. Squire Meaney's chapter on "Liberaliza- 


anachronistic. 


tion, Democracy, and the Role of the KMT” 
explains how social scientists distinguish 
liberalisation from democratisation. The fi- 
nal section comprises a lively discussion of 
"Ihe Effects of Taiwan's Political Reform 
on Taiwan-Mainland Relations" by 
Andrew Nathan, suggesting that democra- 
tisation on Taiwan has created a third 
player in Kuomintang-Chinese Communist 
Party relations: the voice of the people. 
Nathan argues that the Taiwan electorate 
now “holds the most valuable cards and 
has veto power over any agreement." 

For the less academically inclined, the 
emotionally charged political arguments 


that characterise contemporary Taiwan 


politics come alive in Constitutional Reform 
and the Future of The Republic of China, based 
on a conference held at Columbia Univer- 
sity in October 1990 to discuss the National 
Affairs Conference (NAC) held in Taiwan 
the previous June. The NAC was convened 
by Taiwan president Lee Teng-hui to dis- 
cuss the need for constitu- ! 
tional reform. Ten of the 22 
speakers at the Columbia 
conference had participated 
in the NAC, and two others 
were active in contempo- 
rary Taiwan politics. 

The proceedings read 
more like a political debate 
than an academic discus- 
sion. Even the attending 
scholars get carried away, as 
when Columbia researcher 
Edwin Winckler declares 
that the Taiwan Govern- 
ment is still essentially a 
military dictatorship and 
that "the real Taiwan politi- 
cal miracle is that the con- 
servatives still exercise so 
much influence." But the volume is most 
interesting for the way it gives voice to rep- 
resentatives of the two major parties, the 
KMT and the opposition Democratic Pro- 
gressive Party, both of which charge the 
other with misrepresenting the results of 
the NAC. Each claims to be the voice of rea- 
son and the true representative of the Tai- 
wan people. 

China Diplomacy: The Washington-Taipei- 
Beijing Triangle, the most recent of the 
books, is also the least interesting. The au- 
thor has an axe to grind, and insists that 
the Taiwan Relations Act should be the 
guiding force in American China policy. 
Unlike the previous two volumes, the book 
completely ignores the voice of the people 
on Taiwan, preferring to leave their fate, as 
the sub-title suggests, to the powers that be 
in the three capitals. After the first two vol- 
umes, this book seems even more stale and 
u Anthony Kane 


Anthony Kane is the American co-director of 
the Hopkins-Nanjing Centre at Nanjing 
University. 










Mirror & Pool: Translations from the. 
Chinese by David Burnett and John Cay Y 


unpromising genre for publishers because 
of its limited source material and small, 
highly discerning target audience. So full 





marks to the authors of this collection for 
an original approach that provides a study. 
in different translating techniques. — 

Taking 28 poems ranging from the Book 
of Odes through the works of classic Tang. 
and Song dynasty poets to a modern folk. 
song, they offer first a literal translation of 
each and then, on the opposite page a. 
poem loosely based on that translation. 
John Cayley's translations are the “mirror”. 
in the title; David Burnett's poems are the 
"pool" in whose rippling 
surface the original takes on - 
a new appearance. : 

The eighth-century poet- 
Li Po's quatrain "Sitting. 
Alone on Jingting Moun-- 
tain," for example, contrasts | 
the transience of clouds and © 
flocks of birds with the im- 
mutability of a mountain. - 
To this contrast Burnett's — 
version adds the similarity - 
between the mountain and . 
an old man: “Two bald: 
pates/Glisten to the sun." 

In Du Mu's At Parting, 
written a century later, the 
poet observes the dripping | 
wax of a candle “shedding . 
tears for us till dawn" as he 
and a friend share a silent, joyless final - 
drink. "The wax tears say all," concludes 
Burnett in his version. 

Not all of Cayley's translations are lit- 
eral. "Everest is his whetstone,” reads his- 
version of Ruan Ji's tribute to the Taoist — 
philosopher Zhuangzi, naming a mountain _ 
surely unknown in third-century China. ` 
Ruan would much more likely have cited- 
a famous Chinese mountain or range such - 
as Tai, Emei or Kunlun, one whose name - 
would have evoked an image in the minds - 
of his contemporaries as powerful as that 
of Everest in ours today. 

This highlights one of the book's draw- 
backs: that by not reproducing the original 
Chinese poems it denies the reader a 
benchmark for comparing the two English 
versions. While the literal translation and 
the rewrite of each poem clearly differ from < 
each other, in several cases one would not . 
know which is which without being told ` 
explicitly. u Richard Vivian 





Hichard Vivian is a freelance writer based in 
London. 
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So Far, So Good 


THE YEAR OF THE ROOSTER has proven kind to equity investors 
so far, but remember, the bird is easily flustered. There will be 
plenty more surprises in store, according to our roundtable 
of five institutional investors who forecast what the fu- 

ture holds for the markets over the next three months. 
In this third, quarterly issue of the REVIEW's relaunched 
personal-finance supplement, Where To Put Your Money, we 
add a regular section on asset allocation. We ask three Hong- 


kong-based fund managers to build a portfolio for individual 
investors and to offer their share tips, ranging from a Philip- 
pine bank to General Electric of the US. 

Our seven pages of mutual funds offer some stellar per- 
formers. The leading fund in the Far East Equities league (ex- 
cluding Japan) delivered a return of 72% in the past year. Indi- 
vidual Southeast Asian markets fared particularly well, and 
we examine in detail how the best fund managers play them. 

As well as taking an overall look at fund performance, we 
explain to individual investors how to dabble in the choppy 
waters of closed-end country funds. Six of these funds had 
returns of more than 30% last year. 


How the Experts See It 


Among the tips: Tokio Marine & Fire, Telekom Malaysia 


QUITY MARKETS have improved since 
the beginning of the year, but will 
the uptrend continue? The REVIEW'S 
panellists of top investment manag- 
ers think that several stockmarkets are fully 
valued already, but that a reversal is not 
likely in the second quarter of 1993. This 
means investors will have to pick and 
choose carefully. 

The panel included the four participants 
from our last roundtable discussion in De- 
cember: Elizabeth Tran, managing director 
of Prudential Asia Fund Management; 
Tammy Chow, senior fund manager at 
Credit Lyonnais International Asset Man- 
agement; Laurent Roux, managing direc- 
tor of Pictet (Asia); and William Ebsworth, 
managing director of Fidelity Investments 
Southeast Asia. Patrick Shum, senior fund 
manager at Barclays de Zoete Wedd In- 
vestment Management, rejoined the panel. 

The REVIEW began by asking the team 
whether the upward movement among 
stockmarkets since the beginning of the 
year had run out of steam. 

Roux: In many equity markets around 
the world — the US, Europe and Asia — 
price-earnings multiples are high. That 
means you've got to place a lot of empha- 
sis on stock picking, by going out to find 
the stock that will outperform, based on 
strong earnings growth. 

The performance of equities so far this 
year has been quite good; in US dollar 
terms, European markets (other than Bri- 
tain’s) have risen 5-12% in the first quarter. 
Japan has climbed about 97; and the Dow 
Jones Index in the US has risen 4%. The 
question is whether equities can continue 
to perform in the second quarter the way 
they did in the first. 

Ebsworth: High price-earnings multi- 
ples around the world are being supported 
by low interest rates. But as rates bottom 





out in many markets, earnings will have to 
accelerate to support equity valuations that 
look pretty demanding by historical stand- 
ards. 

Shum: We think the Asian markets have 
done a very good job over the past two 
years or so. But no matter how good these 
economies are, near term, the price-earn- 
ings ratios of equities have gone beyond 
fundamental values and we need time for 
the fundamentals to catch up with share 
prices. But we are certain that equity mar- 
kets will not stay flat. 

Tran: I think the equity markets will 
continue to be supported by high liquidity, 
for the next quarter at least. 

Shum: In addition to stock picking, you 





should consider switching from country to 
country. We try to rotate. 

Review: Has the recovery materialised 
in the US? 

Chow: There are definite signs that the 
US is recovering. But I think that, with 
Clinton's plan to cut the budget deficit, the 
US economy will undergo some restruc- 
turing. The recovery will be driven by capi- 
tal spending, as US firms have to beef up 
their capital expenditure in order to remain 
competitive. But corporate rationalisation 
will lead to further lay-offs which hurt con- 
sumer spending. 

So, for Asia the play on a US recovery 
will not be as big as the previous cycle, 
since the region's dependence on exports 
to the US has fallen. Companies that will 
benefit from a pick-up in US capital spend- 
ing include Hanny Magnetics, a Hong- 
kong floppy-disk manufacturer with more 
than 50% of its sales exported to America. 
Another is S. Megga International, a cord- 
less phone manufacturer where 60% of its 
sales are supplied to AT&T. 

Tran: Some exporters in the region have 
seen a pick-up in sales volume, but many 
such firms in Southeast Asia are seeing, 
their profit margins squeezed, because of 
fiercer competition from China-based 
manufacturers. Overall, we don't have 
many Asian export-oriented stocks in our 
portfolios. 

Shum: The impact of the US recovery 
will be quite mild because the global 
economy is weak. Japan and Germany still 
are slowing down quite rapidly. In this cy- 
cle, Asian economies haven't suffered as 
much from the US slowdown as they did 
last time. Most Asian countries have re- 
ported strong export growth for the past 
two years. We haven't really suffered, so 
we can't expect a big rebound in Asia. 

Tran: You don't want a very strong US 





























recovery because that would put pressure 
on interest rates in Asia. | think US expan- 
sion will be muted, so liquidity conditions 
in this region should remain favourable. 

Review: So, given this environment of 
easing monetary policy and lower interest 
rates, is this the quarter to buy banks across 
the region? 

Roux: | would venture Singaporean 
banks; at least two out of the Big Four, DBS 
and OCBC. But generally banks have per- 
formed well already in other parts of Asia, 
such as Thailand and Hongkong, and fur- 
ther consolidation of their share prices may 
be necessary. 

Tran: Interbank rates have been close to 
zero in Singapore for the best part of a year 
now. 

Ebsworth: Our Tokyo analysts like 
some of the regional banks that don't suf- 
fer from heavy real-estate exposure, such 
as Yamaguchi Bank and Keiyo Bank. In 
Australia, our analyst likes Bank of Mel- 
bourne and some of the other regionals 
that will benefit from a modest recovery, 
particularly in housing demand. And in 
Thailand, our analyst thinks there's further 
upside for some of the major banks includ- 
ing Bangkok Bank. 

Chow: | like National Australia Bank. 
They've been through the cycle and they're 
so lean and efficient that they're going to 
do very well. They can expand their lend- 
Ing. 

Ebsworth: Banks in Malaysia, including 
Malayan Banking, will benefit from de- 
dining interest rates. But loan growth is 
slowing there and this point in the com- 
mercial-property cycle has typically not 
been an opportune time to own banks in 
that country. 

Roux: If one wants to take a position in 
financials in Japan, then consider insurance 
companies such as Tokio Marine & Fire, 
even though they're largely owned by a lot 
of institutions. They are relatively attrac- 
tive and a be neficiary of lower interest 
rates. In Switzerland, Swiss Reinsurance 
in the past four or five months appreciated 
about 30%. The same thing happened with 
Allianz in Germany. All three are blue- 
chips and interest-rate sensitive. But only 
one, Tokio Marine, has yet to perform. 

Ebsworth: ^ related play on lower in- 
terest rates and still-strong housing de- 
mand are the smaller Japanese housing 
developers that accumulated high-quality 
land banks at attractive prices before or 
after the property bubble. Our analysts like 
Recruit Cosmos and Cesar, for example. 

Tran: We think the Japanese market is 
going up. Initially, performance will be in 
the stocks with large capitalisations. And 
you have to buy interest-rate sensitive 
stocks. Later on, you should switch into 
smaller companies. 

Roux: From a fundamental point of 
view, the Tokyo market has support be- 
cause you're looking at potential tax cuts 
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Hongkong-born Patrick Shum 
studied in the US. He came back to 
his roots in 1984, working first for 
Fidelity and, since 1990, with 
Barclays de Zoete Wedd. 


and lower interest rates, as well as plans to 
increase government spending. 

Chow: | would agree that there is more 
room for lower interest rates in Japan. But 
on economic fundamentals, I'm a bit more 
worried; the slowdown is more severe than 
anyone expected. And with the yen so 
strong, the export sector is suffering. If you 
have layoffs as the companies restructure, 
consumer spending will be hurt. 

Tran: But look at how share prices be- 
have when companies restructure. Look at 
the good performance of Nissan shares 
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when the firm announced a rationalisation 
about a month ago. Its price rose sharply. 
Stockmarket performance will come from 
shares such as Nissan. It won't come from 
companies which will need increases in 
sales volume to deliver profits growth, es- 
pecially in the export sector. 

Review: If Japan does have a run, what 
are the implications for the rest of the re- 
gion? Will it pull money from Hongkong? 

Roux: The possibility always exists, be- 
cause Japan has such a heavy weighting in 
terms of market capitalisation. And some 
foreign investors are still underweighted in 
Japan at the moment. 

Ebsworth: Not necessarily. Hongkong 
is one-tenth the size of the Japanese market 
and there is still lots of value in selected 
Hongkong stocks. The serious money to 
fund any increase in weighting in Japanese 
equities will have to come from another 
asset class such as bonds, or a big equity 
market such as the US, where valuations 
are looking rich. 

Review: What about investing in Asian 
infrastructure plays? 

Roux: Anyone who's investing in the 
region has to take a stand on this issue. 
The strong economic growth in the region 
needs to be supported by a good infra- 
structure, as competition heats up within 
the region. 

Shum: Malaysian electricity supplier 
Tenaga Nasional or Telekom Malaysia 
are good examples of monopolies which 
go to market and their share-price perform- 
ance is superb. That's because they're still 
monopolies, so people pay a premium for 
those shares. But then, other firms may get 
licences to enable them to compete, so that 
is cause for concern. 

Ebsworth: | saw both companies in Ma- 
laysia last week. And I think Tenaga is 
pretty expensive given its growth pros- 
pects. It cannot meet demand, but most 
new capacity over the next five years will 
come from independent suppliers whom 
Tenaga will have to buy from, at prices 
above its production cost. 

Telekom on the other hand looks pretty 
interesting. It is sharply improving its la- 
bour efficiency, which accounts for half of 
costs. They've boosted the number of lines 
per employee from 40 last vear to 60 now, 
and are aiming for 120 in two years' time. 
That's still below the world average of over 
140. Growth last year was held back by 
cable shortages and international capacity 
constraints. This year they've got permis- 
sion to import cable and they've tripled the 
number of international gatew ays. 

Review: We've all agreed that Hong- 
kong will be volatile. Is it going to do well, 
though? What about the China-play 
stocks? 

Ebsworth: Many of the so-called China 
plays in Hongkong have become over- 
priced and investors are going to find out 
that, in many cases, the China business is 
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more of a concept than reality. We're 
focusing on some of the lower-priced 
issues, such as Ming Pao, a leading Hong- 
kong Chinese-language newspaper pub- 
lisher that’s already benefiting from China- 
related ad growth and sells at less than 10 
times prospective earnings. In addition, the 
company is looking to purchase interests 
in five mainland papers which, we believe, 
can negotiate a bigger page quota from the 
government and can boost circulation with 
a superior editorial content. 

Chow: | think the mass-media stocks in 
Hongkong, such as Oriental Press, are a 
genuine China play, since they will benefit 
from a pick-up in property advertising on 
the mainland. Barring some political fac- 
tors, the Hongkong market remains attrac- 
tive on fundamental grounds. I think these 
factors remain intact as long as China is 
not overheating and property prices don't 
collapse. I think the Hang Seng Index can 
reach the 7,000 level on a fair value. 

On the political front, China wants to 
host the Olympic Games in 2000 and to 
enter the Gatt, as well as retain its most- 
favoured-nation trading status in the US. 
That is not the environment for China to 
be too tough on democracy. 

If you're bullish on the market, there 
are two sectors to invest in: banks and 
property developers. Utilities are over- 
valued. At Hongkong Bank, overseas pro- 
fits are picking up. And property develop- 
ers have already taken the lead in circum- 
venting 70% mortgage lending ceilings; 
you can buy property with an 85% mort- 
gage if you want to. 

Ebsworth: Residential property prices 
in Hongkong appear to have stabilised 
after dropping 10% or so, and activity is 
picking up again. 

Chow: The Hongkong budget will also 
be stimulative for the economy over the 
next four years. The politics will make the 
market volatile, which makes it important 
to pick the right time to enter the market. 

Ebsworth: Our American fund manag- 
ers are buying with a five-year view. For 
them being "overweight" in Hongkong 
means a 1-3% position in their overall port- 
folio, which is small. At the same time, 
their funds are too large to try to "time" 
the market on swings in sentiment. So 
they're not trading in and out, but are add- 
ing to selected holdings on price dips. 

Tran: There seems to have been a 
change in mentality among, investors. In 
the early 1970s, all people could talk about 
was inflation-adjusted earnings for equi- 
ties. But if you look at the Hongkong mar- 
ket, for example, nobody seems to care 
about the fact that for a lot of companies 
real earnings growth is close to zero. No- 
body seems to factor that in. 

Ébsworth: Based on company contacts, 
our Hongkong analysts estimate that the 
market is selling at 11 times earnings with 
16% profits growth, which is somewhat 


40 


less compelling than last year's valuation 
of 10 times 20% growth. This makes it all 
the more important to do your research on 
every stock you hold and maintain confi- 
dence in your earnings estimates. 

Shum: We're not that positive on Hong- 
kong in the next few months. In fact, we 
don't expect too much return from any sin- 
gle market. But Thailand has had a correc- 
tion; it is down about 12% since January, 
so there is room to switch into Thai stocks. 
Taiwan and South Korea are still pretty 
much closed. People still worry about the 
integrity of Indonesia and the market is too 
small. The logical place to invest will be 
Thailand. 

| think in Thailand, the banks still have 
to be the core holding. You have to be very 
careful because some companies face se- 
vere competition from China. Automobile 
dealers and car-part manufacturers are go- 
ing to do quite well, though. 

Review: When will Taiwan and South 
Korea become interesting? 

Ebsworth: Taiwan's already had quite a 
big rally, driven mostly by political factors. 
Our team is still very concerned about slow 
earnings growth, particularly among the 
bank stocks that led the rally and are now 
selling at 40 times earnings. We're concen- 
trating on electronics that will benefit from 
improving demand and construction-ma- 
terials stocks that will gain from Taiwan's 
heavy infrastructure spending. In both in- 
dustries you can find many growth stocks 
at multiples below 20 times earnings. 

South Korea has lots of attractive stocks, 
but you've got to do your research. In 
many cases, consolidated earnings are 
sharply higher or lower than parent num- 
bers, because of wildly successful or deeply 
problematic subsidiaries. For the same rea- 
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son, you've also got to look at the quality 
of the consolidated balance sheet. 

Chow: | think Taiwan's economic fun- 
damentals have deteriorated rather than 
improved since the market began to go up 
in December. Exports aren't going any- 
where and the import bill has shot up be- 
cause of infrastructure spending. And capi- 
tal outflows have put further pressure on 
the currency. 

Roux: Taiwan is a very emotional mar- 
ket domestically, so it can be very volatile. 
At some point maybe Taiwan will be re- 
garded as a China-play market because a 
lot of companies will be doing business on 
the mainland. One shouldn't discount Tai- 
wan, but on a quarter-to-quarter basis, this 
may be just a technical rally. 

Tran: If you look at South Korea, the 
rally didn't help the cheap stocks. It was 
very much interest-rate driven. We expect 
the recent consolidation to continue on the 
back of very poor economic figures. In 
South Korea, once foreigners buy up to 
their 10% limit, the share price typically 
goes back down again. 

Roux: But there's more deregulation 
coming in South Korea. It will be a plus for 
the market and if the yen stays strong, 
that's also a plus for equities. 

Ebsworth: Yes. South Korean exports 
should benefit at the expense of the Japan- 
ese, based on the decline of the won against 
the yen. 

Roux: We like the Daewoo group. It's a 
good way to play the South Korean 
economy. 

Review: Are there any markets where 
privatisation may play a role in rejuvenat- 
ing the market? 
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s Chow: th Australia, there will be a 
number of big flotations: the airline 
antas, Australian Telecom and Com- 
-  monwealth Bank. These will raise AS10 
-— billion (US$7 billion) and they will provide 
à big supply-overhang for the stockmar- 
ket. 

Review: Can we turn now to Europe. 
Equities there have done well, but is the 
best over now? 













Roux: European stockmarkets have had 
à good run in the : ter, because in- 
terest rates, and € tions of lower rates, 


are having an im 
equities have ris 
dollar terms anc 
Among French st 
that are in acci 
banks and insurers. ous 
The interesting. point that is going to 
come up in the next few days is the French 
election. The issue there is whether or not - 
the conservatives, who are going to win 
the election, decide to devalue the franc, 
which would in effect pull it out of the 
European rate mechanism. Alternatively, 
there could be some sort of deal done be- 
tween the French and German central 
banks. France’s conservatives would like 
to bring interests rates lower. So a lower 
French franc and a good bond market are 
still on the cards. 
Now, the corollary of this is that if the 
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French and the Germans co-operate, then 
the European exchange-rate mechanism 
will hold together. This implies that the 
German Bundesbank will reduce its rates, 
and that will be a plus for almost all Euro- 
pean bond markets. The Bundesbank's un- 
der a lot of pressure now to lower interest 
rates, because the German economy is 
worsening rapidly. But it'll be a gradual 
process. 

As for Britain and the budget of 16 
March, our feeling is that the chancellor, 
Norman Lamont, doesn't believe that the 
economic recovery is strong enough to al- 
low him to tighten fiscal policy yet. Lamont 
doesn’t want to rock the boat too much. So 
interest rates are probably going to remain 
low, which is good for British equities, es- 
pecially export plays. 

In terms of other markets, Italian equi- 
ties are up 12% in the first quarter, but the 
lira is having big problems which are po- 
litically and economically related. If the 
German rates come down, it's going to 
help the lira. Spanish stocks are up 8%, but 
the economy has inflation problems, so the 
government can't reduce interest rates as 
fast as they would like. Stock picking in 
Switzerland is still worthwhile — com- 
panies like Nestle and Sandoz are going to 
continue doing well. 

Review: Ás for currencies, the consen- 
sus is that the US dollar's » going Aud but 
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have a negative impact on’ the US 
deficit. So the dollar may in. fact be 
consolidate in the not-too-distant futu 

Tran: 1 think the yen could trade up to. 
¥110 to the dollar, but the Japanese don't 
want their currency to go higher than that. 

Chow: Yes, the Japanese recession is. 
more severe than expected and I think that 
will mean interest rates will remain low... 
The recent rise in the yen against the döl ^ 
lar was very much a political move: o. 
think the Bank of Japan may intervene to 
prevent the yen appreciating further than 
Y115 to the dollar. By contrast, the deut- - 
schemark will weaken further r against the 
dollar. c 

Roux: The interest-rate differentials are 
in favour of the yen over the dollar rig ht 
now. This is the only case at the moment. - 
At the same time, foreign investors are 
very underweighted in Japan equities, soif 
a lot of foreign money goes into the Tokyo 
stockmarket in April or May, that will have E 
an impact on the currency. P 

But one last point is that investors _ 
should keep a watchful eye on the situa- — 
tion in Russia. Severe upheavals there — 
could have adverse consequences for eq 
uity markets and boost the dollar. - 
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By Henny Sender in Hongkong 


| NE OF Paul Parsons’ favourite stocks 
is Yue Yuen Industries, a Hongkong 
UF firm that makes sports shoes in China 
‘for delivery to American companies. The 
senior fund manager with Invesco MIM 
Asia in Hongkong says Yue Yuen is cheap, 
trading at only five or six times earnings. 
Yet, it had all the ingredients for success in 
the first quarter of 1993. 

Yue Yuen is a bet on economic recovery 
in the US, but is relatively insulated from 
the uncertain outcome of trade talks be- 
tween Peking and Washington. At the 
same time, it is a China play in Hongkong, 
a market that surged 30% from the begin- 
ning of the year through mid-March. 
Hongkong companies that have good sales 
contracts for brand names made in China 
offer the best of both worlds: the dyna- 
mism of one side of the Pacific, the re- 
bound on the other. A couple of examples: 
Harbour Ring, a toy maker, and Wo Kee 
Hong, which produces electronic goods 
sold by Japanese companies such as Pio- 
neer. 

Over the past three months, fund 
managers surveying the world have 
overweighted Asia, and the region has re- 
warded them with its potent mix of high 
growth and investment opportunities. 
"The markets here, including Japan, are 
still inefficient,” says Syd Bone, managing 
director of Towers Perrin. “They are driven 
by sentiment. They're not well-re- 
. searched.” 
| One of the biggest mistakes an investor 

or fund manager could have made early in 
the first quarter would have been to sell 
Hongkong. Until mid-March, the rewards 
were substantial for "keeping the faith in 
Hongkong," as Grahame Stott, director at 
Wyatt & Co. in Hongkong, puts it. The 
Hang Seng Index's performance reflected 
strong economic fundamentals as well as 
liquidity in the market. Much of the money 
<. going into shares belongs to Taiwanese in- 
^ vestors, while a growing amount of it 
^: comes from investors from China. 
= The banks, which had been strong all 
`- last year, continued to be one of the safest 






~~ havens. ^| am staggered by how long the - 


- rally in the banks has lasted,” says Parsons. 
“They have massively outperformed the 
market." Massive in this case means that in 
the 12 months to the beginning of March, 
banks offered returns of 28% above a ris- 
ing Hang Seng Index. This stellar perform- 
ance means that investors can pocket enor- 
-. mous gains without undue risk. 

[- This contrasts with investment funds 
.. that adopt more aggressive strategies. With 








. Which has already had a 


warrants, for example, market moves are 
magnified. That is fine when markets are 
going up. But when the Hang Seng Index 
drops 5%, a warrant fund can lose over 
half its value. (The best-performing Japan- 
ese warrant fund has lost 80% of its value 
over three years; the worst has managed to 
wipe out about 95% of its investors’ 
money.) 

Most fund managers prefer to play it 
safer. They generally avoided the most 
frothy new issues of the season, which 
were heavily oversubscribed but lacked the 
fundamentals to justify the frenzied recep- 
tions they received. "Why invest in 
Denway (an assembler of 
Peugeot cars in Guang- 
dong) when you can wait 
and invest in a company 
like Qingdao?" asks Fidel- 
ity International Invest- 
ment's Peter Phillips, re- 
ferring to the Chinese 
brewery that will list in 
Hongkong, perhaps in late 
spring. 

Like Parsons, Phillips 
is shifting his attention 
from the service industry, 


nice run, to manufactur- 
ers. He prefers textile com- 
panies such as Fountain 
Set, which makes yarn, 
High Fashion, a manufac- 
turer of silk garments, and 
Lee & Fong, a trading 
house that sources and 
distributes for such firms. 
(Some Phillips stock 
picks from last quarter's 
REVIEW, including TVB 
and JCG Finance, regis- 
tered strong gains by mid-March.) Chung 
Man Wing, a fund manager at East Asia 
Hamon Asset Management, likes TSL, a 
manufacturer of gold jewellery with shops 
in China. "It isn't yet valued as a China 
play," he notes. 

But in Hongkong, more than in any 
other market, what has worked in recent 
months may not work in future months. 
Everyone is cautious about Hongkong 
now. Earnings are more likely to be revised 
downwards than upwards. Only liquidity 
in the form of money that is being deliber- 
ately kept outside China, will favour Hong- 
kong, according to some pessimists. 

Banks outside Hongkong generally 
have been as wise an investment as those 
in the colony. Investors who like Singa- 
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Thailand, the banks matched their buoyant 
counterparts in Hongkong; up 21% over 
the index in the three months through Feb- 
ruary. But the banks in Thailand are risky; 
they have a penchant for raising capital, 
which makes investors nervous and the 
shares volatile. 

Smaller markets, meanwhile, have been 
more unruly. In Malaysia, investors down- 
graded blue chips such as Telekom Ma- 
laysia and electricity-supplier Tenaga 
Nasional — these two account for 40% of 
the index — in favour of second liners. 
That is fine for the home team but not for 
outside investors. "It's all fun and games 
in local issues," says Parsons. "What is 
driving these shares has nothing to do with 
basic businesses." Parsons looks for domes- 
tic consumer plays. Now that hire-pur- 
chase restrictions have been lifted by the 


Sterling 


Deutschemark 





government, companies such as UMW, 


which distributes Toyotas and has the 
mandate for Malaysia's second national car 
project, will benefit. 

Indonesia enjoyed a brief run in late 
February in anticipation of a visit by West- 
ern fund managers led by Morgan 
Stanley’s Barton Biggs. "Foreign buying" 
was the whispered cry along the rainy 
streets of Jakarta. Unfortunately, the team 
learned that the Ministry of Finance in- 
tended to keep economic growth at no 
more than 6%, nearly half what Biggs an- 
ticipated. Morgan Stanley then reduced its 
recommended asset allocation by 30%, and 
the market returned to the third year of its 
doldrums. 

Fund managers at Aetna are more opti- 


1 APRIL 1993 


ZAM mI edocet d 


— aeania aa aats i 


AARE EEE EO 


MATAARA RN EA A ne anaa daea ribi rure jen iiaiai a iane yiana kig Aa edi ora are rmm mero uae a p inni 
enna ia t tiri menge nm rite eren Prendre tennin nioa par as San rit ANAA Nhe fre m t t e ia Ta tg 


n emeret sar perat ar M SII M Fre m soe tirar e eren anna Th nanan mec deni T la v RAN eee S Bde NORD M terna a a A ASA S AN rri 


errem area ue aiii get e roast yy m Bu Tarn mem bdo gt una a at n T Da ATI Pd A Ir A rr tear ma ar n seen SA Port A rrr 


i p HEIDE M EDD Kl DU D DRM NT aR EOC i 







à i ‘and their prices 
ve “held up,” notes Bill Barron, associate 
director at Aetna Investment Management 


^ jn Hongkong. "And we are beginning to 


see some earnings revisions on the upside." 
Barron likes Matahari, a retailer, and 
Arghakariya, a manufacturer of packaging. 
One trap that most fund managers 
managed to avoid was to bet heavily on 
recovery in Japan; they remain significantly 
underweight in a market that accounts for 
26% of global market capitalisation. 
i <yo in March can be artifi- 
_ dal. As year-end for most of corporate Ja- 
pan is 31 March, s can often be a des- 
ng up the books 
! t happens when 
window-dressing season is past and there 
is no need to support the market?" asks 
Wyatt's Stott. "Is domestic selling yet to 








- come?” 


Jon Taylor, chief investment officer for 
Yasuda-Brison Investment Management in 
Tokyo, predicts a wave of selling. "As soon 
as share-price levels reach book value, a lot 
of stock may be dumped," he says. Taylor 
prefers defensive stocks such as food com- 
panies, including Yamazaki Bakeries or 
Nippon Meat. | 

By May or June, when the treacherous 
trends of March and the grim realities of 
April are both past, Japan becomes a 
harder call. It is possible to make a case 
that further downside is limited, that the 
greater risk is of missing the upside. In the 
month to mid-March, the Nikkei stock 
average was up almost 9% for US dollar- 
based investors. “For the last three years, 
earnings surprises Japan have been on 
the downside,” sa says Winnie Lee, associate 
director of jode Investment Management 
(Hongkong). "But you have a lot of poten- 
tial liquidity in the market. When the earn- 
ings surprises start coming in on the up- 
. Side, Japan could turn around very quickly. 
[think we are coming off three years of 





^ downward revisions.’ 


Those who must hunt for promising in- 


. westment candidates are putting their 


money on interest-sensitive shares. Simon 
Fraser, a London-based fund manager for 
Fidelity, recommended Orix, a leasing 
company, which was trading at about 
Y2,000 in mid-December. At Y2,660 in mid- 
March, he is still optimistic. He continues 
to avoid big banks, preferring to play 
smaller financial firms such as JACCS, a 
credit-card company. Fraser has been tak- 
ing profits in some companies, such as 
Mitsumi Electric, that have already given 
him a 30% run on strong exports to the US. 

For Japan, Fraser believes, small is beau- 
tiful. He is looking for companies that will 
. receive money from the public-works pro- 
» grammes the government is adopting in 
an effort to jump-start the stalled economy. 
. Among his favourites is Shobond, 
Ż which repairs and maintains bridges and 
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concrete structures. Similarly, he stays 


away from giant NTT and power com- 
panies but looks for companies that supply 
them and will benefit from accelerated 
capital-expenditure plans. These include 
Nippon Denwa, a Nagoya-based firm that 
receives orders from the telecommunica- 
tions firm, and Yurtec (formerly Tohoku 
Denki). 

“Public works-related stocks have been 
a good story,” says Fraser. “I thought that 


after they went up 20-30%, it would be | 


time to reduce my position, but they are 
genuinely doing well. And there is another 
big spending package coming.” 

One of the more popular — and per- 
haps hopeful — themes making its way 
along Kabuto-cho, home of the Tokyo 


Stock Exchange, is rationalisation, particu- | 
larly in Japan's distribution system. Retail- - 


ers such as Shimamura or Aoyama Shoji, 


go directly to manufacturers and are able | 


to offer lower prices to customers while 
pocketing higher profits. These retailers 
have seen fantastic growth in past months. 
Investors must now decide whether larger 
companies will emulate these upstarts and 
erode those margins or whether they will 
perform as well tomorrow as they did yes- 
terday. 

One of the quarter's best markets was 
Taiwan, which rose almost 30% in the three 
months to early March. But few except the 
Taiwanese got to enjoy it because of re- 
strictions on foreign investors. The rally 
was led by financials. In the past few 
weeks, Cathay Life soared 80%, while First 
Commercial Bank jumped 54%, according 
to East Asia Hamon Asset Management. 


"All you can do is go in through your un- - 


cle or a fund," Hugh Simon, managing di- 
rector of Hamon, notes sadly. Unfortu- 
nately, though, most Taiwan funds have 
badly underperformed the market itself. 
South Korea is also largely off-limits to 
foreigners, since many of the quality stocks 
are already at their ceiling of 10% overseas 
holdings. The country has not been a stel- 
lar performer, though falling interest rates 


generate liquidity. (Corporate bond rates . 


have plunged to 11% from more than 19%.) 
With further financial deregulation in the 
works, investors are looking at a few 
banks, such as Hamon choices Korea First 
or Hanil, and hoping that foreign quotas 
may be increased. 

Some believe that the best returns have 
already been made in Asia and that virtu- 
ally all Asian markets have already 
emerged. Specific companies rather than 


whole sectors or markets will enjoy the sort | 


of double-digit returns that could be had 
almost effortlessly in the past. "From now 
on, it's more a matter of focusing on stock 
selection and earnings growth," says 
Aetna's Barron. Fund managers are ap- 
proaching the second quarter with caution 
rather than euphoria; any crowing is de- 
cidedly low-key. a 
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By Henny Sender in Hongkong 


MW F YOU WISH TO LEARN how to invest in 
Southeast Asia, consider how Walter 
JAM. Wu, manager of Barclays de Zoete 
‘Wedd Investment Management's ASF 
Southeast Asia Fund, goes about his job. In 
“mature stockmarkets such as Singapore 
‘and Hongkong, he adopts a sectoral, top- 
down approach. But in Asia's less-deve- 
Joped markets, he favours a bottom-up 
strategy, focusing on firms with cheap 
‘valuations and reliable managements. 
c This strategy works especially well in 
‘Malaysia. Take Technology Resources In- 
dustries. The company, which is listed on 
the Kuala Lumpur Stock Exchange, is in- 
volved in helicopter transport, property de- 
velopment. and telecommunica- 
tions — but not always with ob- 
vious s; | 
-. So when "Technology Re- 
‘source's share price nearly dou- 
bled to M$1.90 (75 US cents) at 
the end of January from less than 
-M$1 in October because of ru- 
mours about a restructuring, Wu 
sat on the sidelines. He says he 
can't afford to buy on rumours. 
In the case of Technology Re- 

sources, however, the market talk 
proved to be correct. On 5 Febru- 
ary, a.Friday, the Kuala Lumpur 
Stock. Exchange suspended trad- 
ing in the company's shares, 
"pending an announcement later 
“that day. After the market closed, 
the company announced that it 
-intended to focus exclusively 
upon telecommunications. 
By the time the exchange 
.lifted the suspension on trading 
in Technology Resources’ shares 
the following Monday, Wu had 
determined that the shares were 
good value even at their going 
price of M$2 each. With the shares cur- 
„rently priced M$3.60 each, Wu regards 
"them as a major contributor to his fund's 
performance. 
4. Such decisions made the US$140 mil- 
< lion ASF Southeast Asia Fund the best per- 
~ former in the league table of Far East Equi- 
ties in the fiscal year ended on 1 March. In 
this period, the fund's net-asset value 
jumped 72%. That's pretty good going 
- against an average return of 16% in the ta- 
ble, which excludes Japan. . 
o in the past year, Wu has also bought 
heavily into Malaysian companies with 
low price-earnings ratios. The share prices 
` of some of these companies have jumped 
as much as 50% in the m few mc 














One of Wu's favourite counters in this 
category is Sungei Way, a building-mate- 
rial and construction company. He is also 
high on gaming companies such as Resort 
World and Tanjong PLC. And with the 
Malaysian Government's monetary policy 
continuing to ease, Wu has been buying 
more finance-related shares, such as Arab 
Malaysia Finance and stock brokerage 
Rashid Hussein Bhd. 

If Malaysia's stockmarket has been easy 
to read for Wu, the Stock Exchange of Sin- 
gapore has been more difficult. "I got Sin- 
gapore wrong," Wu admits. "I thought Sin- 
gapore was fairly well saturated. I didn't 
think it would be so strong." 


MSCI Singapore/ 
Malaysia Equities 


MSCI World Equities : 


MSCI Pacific* 
| Equities 





Bolstered by better-than-expected eco- 
nomic growth and interest-rate cuts, the 
Straits Times Index has risen 896 since the 
end of December. 

Nonetheless, Wu says investors should 
focus on blue chips: shipyard companies, 
property developers, banks and Singapore 
International Airlines. But he points out 
that with the planned listing of Singapore 
Telecom later this year, the share price of 
blue chips such as Singapore International 
Airlines could drop if institutional inves- 
tors turn in large numbers to what will be 
the stockmarket's only utility. 

One of Wu's favourite counters on the 
Stock Exchange of Singapore is Fraser & 
Nevo the e exchange's s most popular Indo- 
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E- china play. The: company will distribute 





Coca-Cola in Vie tnam shortly, and plans to 
open a brewery in the country. 

Around the region, Wu believes good 
returns can be found if investors take the 
time to learn about the companies. He says 
the Thai stockmarket should be looked at 
closely though he does not expect gains of 
more than 20% in the near term on the 
Stock Exchange of Thailand because of 
slow earnings growth. 

He gives the nod to Bangkok Bank, 
whose share price has more than doubled 
in the past 18 months; Siam Commercial 
Bank; and Thai Farmers Bank. He also 
likes consumer plays such as Swedish Mo- 
tor and Sanyo Universal. 

But Wu admits that strong nerves are 
essential for investing in the Thai stockmar- 
ket because of its volatile nature. He says 
investors would be wise to stay away from 

companies such as footwear makers that 
have been pinched by competition from 
China's lower-cost producers. 

Wu is keen on the Philippines, 
despite its recurring natural dis- 
asters, production bottlenecks 
and energy problems. Compa- 
nies to watch because of their 
cheap p/e ratios and the improv- 
ing economic scenario, according 
to Wu, are Philippine Long Dis- 
tance Telephone, San Miguel, 
Philippine National Bank, Ayala 
Corp. and International Con- 
tainer Terminal Services. 

Currently, Wu is bearish on 
the Stock Exchange of Hong- 
kong's prospects, given the rift 
between Peking and London on 
the colony's future and the uncer- 
tain outcome of trade talks be- 
tween China and the US. “All the 
good news has been discounte 
he says. "After earnings are re- 
ported this month, what is there?” 

But when the Hang Seng In- 
dex dropped below 5,200 points 
at the end of 1992, Wu was a 
buyer, albeit a discriminating one. 
He was particularly keen on the 
long-established companies such 
as Swire Pacific and Jardine Matheson. 

He also bought into the banking sector, 
especially Hang Seng Bank, and into prop- 
erty companies Cheung Kong, Sun Hung 
Kai and Hang Lung. Some of these com- 
panies have done well. Hang Seng Bank, 
for example, was trading at HK$43.75 in 
mid-December, when Wu bought its 
shares. In mid-March, the stock had rallied 
to trade at HK$70, a 56% gain. 

Yesterday, though, is easier to call than 
tomorrow, Wu says, and if the Tokyo Stock 
Exchange turns around, placing bets in 
Southeast Asia would become even more 
challenging. "Liquidity may be sucked out 
of.the region and rush t to Japan," Wu 
warns. eh as E 
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à but don’t have 
5 deal with bro- 
Ask around and 
uy a unit trust that 


Wr way: you can buy 
F funds. They' re avail- 
c jor country in Asia and 
changes in Hongkong, Lon- 
fw York. These funds trade like 
W'stock and have some adv antages 
nit trusts. 

O be sure, unit trusts offer diversifica- 
, professional management and econo- 
ies of scale to investors with only limited 
"funds. But you'll pay a price. 

Unit trusts in Asia generally are sold 
with front-end fees of 3-5% and pay their 
managers an annual fee of 1-255. Some of 
them even charge a fee of a few percentage 
points when you want to sell. All this 
means a fund has to rise at least 4% or 5% 
just for you to break even 

Unit trusts are open-ended, meaning 
you can put in additional funds or with- 
draw money whenever you want. That 
may sound convenient, but here’s the rub: 
in general, retail investors — except for as- 
tute readers like you — pour in money at 
market tops when stocks are overpriced 
and panic and pull out during market 
drops when bargains abound. 

Against his better judgment, the man- 
ager of an open-ended unit trust is forced 
to boost his holdings when 
prices are steep and to sell dur- 
ing market lows to raise cash to 
meet redemptions. He would 
rather be buying instead. 

A closed-end fund doesn't 
have these problems. It’s a 
fixed-capital vehicle, meaning 
that if the manager raises 
US$100 million for a Thailand 
fund, that will be all the money 
available to him for investing in 
Thailand during the life of the 
fund. The manager doesn't 
have to worry about investing 
a flood of new money at mar- 
ket tops or redeeming shares at 
market lows. 

Since closed-end funds are 
listed on an exchange, investors 
must buy or sell through the 
market. Unit trusts constantly 
adjust the prices of units to re- 
flect the market value of the 
shares they own, but the prices 
g of closed-end funds depend on 
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demand for the funds themselves, regard- 
less of the market value of the shares held. 


That can lead to some problems — and - 


opportunities. Closed-end funds often 
trade at discounts to net asset value, which 
is simply the total market value of the 
shares they own. The average discount was 
19% for Asian closed-end country funds 
listed in London at the end of February. 

Funds trading at a discount do so 
largely because of a lack of liquidity, which 
in turn springs from the fact that they are 
usually held by institutions. 

Another reason for the discounts: After 
the manager has raised the money to start 
a closed-end fund, he has little incentive to 
promote it, unlike unit-trust managers, 
who trumpet their recent performance in 
the hope of raising more money. The man- 
ager's fee, usually about 1.5-2% a year, is 
based on the net asset value of the fund, 
not the market price of fund shares them- 
selves. 

So the manager does not have to worry 
immediately about the discounts. “The 
closed-end fund managers often treat their 
funds as annuities, sources of regular, com- 
fortable income rather than try to manage 
them in such a way as to narrow the dis- 
counts to asset values," asserts fames 


Mellon, the managing director of Regent 
Pacific Group in Hongkong, which tracks 
the performance of closed-end country 
funds. 

This does not mean that closed-end 
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funds always trade at a discount. Discounts 
can narrow and sometimes even move to a 
premium when the underlying market is 
bullish. E 
Some country funds, such as the Tai 
wan Fund listed in New York, trade at z 
premium because they are one of the few 
wavs foreign investors can invest there. 
If you want to buy a closed-end coun 
try fund, you must decide if you like tl 
market of the country and then decide 
the discount provides a further incent 
to buy the fund. Resist the temptation 
buy the fund with the largest discount i 
hopes of making huge gains if the unde 
ing market moves up. There’s no guar 
tee the discount will disappear. : 
For example, the Himalayan Fund listed 
in London, which aims to invest in: dn. 
was trading at a discount of about 32% to. — 
net asset value in early March. Yes, you a uo 
could have bought Indian shares at a huge 
discount, but you would be betting on In- 
dia's political, economic and cu rrency un- vv 
certainties. You'd have to decide whether . 
the discount more than compensated for 
the volatility of the Indian market. 00 
Discounts and premiums can indeed be 
volatile. The Thai Capital Fund was listed 
in New York in April 1992 at a premium 
but plunged to a discount after the conp 













































attempt a month later. 


Then there's the Malaysia Fund, which | 
was trading in New York at a 10% dis- - 
count in early 1992, but had moved to a 
10% premium by the end of the year. You 
would be sitting pretty if you had bought 
the fund at the beginning of 1992 and sold. 
at the end of the year. The fund’s net asset. 
value jumped about 30%, but you would. 
have earned a whopping 50% because 9t ; 
the premium. : 

Stuart Goldberg, a Merrill Lynch. aa. 
lyst who follows closed-end - 

country funds, says that the | 
premiums and discounts are 
not only influenced by events - 
in the countries concerned but. 
also by the general bullishness 
or bearishness in the markets in. 
which they are listed. T 

In addition, the spread . : 
tween the buying and selling. 
prices of country funds is often 
as high as 10-15% because o 
their lack of liquidity. This. 
means that you may be buying: 
them at a much lower effective 
discount than the theoretical. 
discounts published in the 
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newspapers. : 
Prices of country funds: 
listed in New York are: 


published in The Asian Wall 
Street Journal on Mondays and 
in Barron's weekly magazine. 


The Financial Times carries 
prices for London-listed 


"funds. a 
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Three fund managers build inveetment portfolios 


WEN ORDER TO DEEPEN OUR COVERAGE of 
-personal finance, we asked three Hong- 





what asset allocation they would recom- 
mend for two imaginary investors, both 
based in Asia. Their portfolios are valued 
in US dollars. 

^ Investor A: a 30-year-old man, unmar- 
ried, earning the equivalent of US$50,000 a 
-year. He has net assets of US$250,000 and a 
pool of US$100,000 to invest. He is pre- 
pared to take fairly high risks to achieve 
‘capital growth. ` 

< Investor B: a 45-year-old father of two, 
earning US$150,000 a year, with net assets 
of US$1 million and a pool of US$500,000 
.to- invest. He does not want to take high 
risks to see his capital grow. 

On the opposite page are three sets of 
tables showing the fund managers’ asset 
allocations as of 17 March. In addition, we 
asked them to explain their weightings and 
to recommend some individual stocks. In 
the next edition of Where To Put Your 

‘Money in three months’ time, we will ask 
them to reassess the weightings. 





Elisabeth Scott, Schroders Asia: There 
is a big discrepancy between our bond 
weighting for the two investors — zero in 
-the case of the high-risk investor and 43% 
for the lower-risk investor. This reflects our 
- belief that equities will outperform bonds 
over the long-term, but the former will be 
more volatile. We feel this all the stronger 
-at present, given that bonds outperformed 
- equities over the past two years. 

a. In both portfolios, Southeast Asian mar- 
-kets receive a disproportionate weighting, 
~ because superior growth in the region will 
_ benefit equities there. Our lower-risk port- 
- folio gives a high weighting to Hongkong, 
the most mature market in the region. 

-o Europe provides the largest exposure 
outside Asia, because interest-rate cuts 
.. there will force liquidity into equities, pro- 
viding good performance by the end of 
::3993. North America still looks reasonably 
"attractive. To move higher, the market 
- there is looking for better earnings, which 















will come through as productivity im- 


-. proves and economic growth improve. 
- Our lowest weighting is in Japan, where 


i we expect the Nikkei to. move between 





kong-based fund managers to tell us. 


-16,500 and 19,000 points over the next few 


months. The Japanese economy is slowing 
and, despite interest-rate cuts, liquidity is 
not returning to equities strongly enough 
to move it much higher. 

Our stock picks include: General Elec- 
tric of the US, which will benefit from the 
boost to capital goods provide by Presi- 
dent Bill Clinton. In Europe, where interest 
rates are falling, we favour financials such 
as Union Bank of Switzerland and 
Deutsche Bank. 

The high level of tourist interest in the 
region makes Hongkong hotels look attrac- 

tive, particularly Hongkong & Shanghai 
Hotels and Mandarin Oriental. In Asean, 
Indonesia is our choice for the best-per- 
forming market, in particular the con- 
sumer-products and telecommunications 
sectors. We like two Jakarta stocks, Sucaco 
and Kalbe Farma. 





Jennifer Hodgson, Jardine Fleming In- 
vestment Services: The background for 
our current asset allocation is based firstly 
on the ongoing economic recovery in the 
US and secondly on strong economic per- 
formances in Southeast Asia. 

The recent strength of the US bond mar- 
ket has been the primary cause of the con- 
tinuing bull market in equities there. Fur- 
ther support has been provided by the 
record amounts of money moving into 
mutual funds. Inflation is expected to re- 
main stable, so long rates are likely to rise 
only gradually, as are short rates. US bonds 
are expected to consolidate but will offer 
attractive yields when compared with 
money-market funds. Shares sensitive to 
the business cycle, such as capital-goods 
companies, should lead the US market and 
health-care stocks will probably continue 
to underperform. 

Japan's stockmarket is in a holding po- 
sition. Any signs of an economic recovery 
could be very positive for the market, but 
there is room for disappointment at cur- 
rent levels. | 

As for Southeast Asia, any consolida- 
tion or correction in the markets of Hong- 
kong, Singapore, Malaysia and Thailand 
should be used to build positions. Stock 


picking in Asean is particularly relevant. 
In Singapore, our selections include stocks 


in the following sectors: property, banking, 
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‘proved its earnings outlook. 


pair. and  publishin 


Malaysia, agsrégáte. valuations look ra 
high compared with the rest of the reg 
But good value is to be found among 
dium-sized. capitalisations. In Thailand, $ 
favour the banks. i 





Value Partners ` 


Cheah Cheng Hye and Yeh V-neq 
Value Partners: We are sticking to US-dol~ 
lar-based investments, or to those in cur 
rencies aligned with the dollar, because for 
individual investors the cost of hedging 
other currencies would be high. In any 

event, we expect the dollar to strengthen} 
this year. | 

Our bond portfolio for both investors is 
divided equally between South Africay 
government bonds and Hongkong Ban 
perpetual floating-rate notes (FRNs). ` 
former yields about 14.6%, but because | 
a two-tier exchange rate in South Afri f 
the effective yield for foreign investors, 
more than 23% a year. As for the FRN 
they yield 6.33% at current prices, wel 
above the current six-month Eurodollar 
deposit rate of 3.25%. 

At first sight, it may seem strange that 
we recommend only 5% of our low-risk 
portfolio to be kept in cash, while for the 
higher-risk portfolio, the cash holding is 
10%. This is because we want some cash in 
reserve to buy more Hongkong stocks in 
case another market crash in the colony 
should occur, following the sell-off in mid- 
March as a result of the Sino-British dis- 
pute over the territory’s future. 

In Hongkong, we would select 
Hopewell Holdings, which is a play on 
infrastructure projects in Asia. Investors 
can afford to wait for these projects, be- 
cause the dividend yield is a high 7%. Wai 
Kee Holdings is a similar bet. It operates 
quarries and is involved in a lot of dredg- 
ing. Winton Holdings, which finances pur- 
chases of Hongkong taxis, has fallen in 
price, but fears of a government crackdown 
on the taxi market are exaggerated. 

Elsewhere, we recommend Philippine 
National Bank, which should benefit from 
a gradual recovery of the Philippine 
economy. The stock is cheap at around six 
times prospective earnings and can be ex- 
pected to perform well should foreign in- 
vestors renew their interest in the Philip- 
pine market. 

In South Korea, we go for Shin Young, 
the country's biggest manufacturer of 
branded women’s lingerie, with 35% of the 
local market. Its exports to Japan are grow- 
ing, thanks to a tie-up with Wacoal. In 
Australia, the loss-plagued Westpac Bank- 
ing now offers a recovery play. As for the 
US, we like RJR Nabisco, with stable re- 
current earnings and strong cash flow. 
Strenuous efforts to cut debt have im- 
a 
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Investor B: a 45-year-old father of two, earning US$150,000 

a year, with net assets of US$1 million and pool of US$500,000 
lo invest. He prefers to avoid laking high risks to see his 
capital grow. 
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Asean Equities E dini. c Bd —  ——— nis ees 
Past three months Past 12 months Past three years Past five years Volat 
96 Rank 96 Rank 96 Rank 96 Rank 
Aetna (FE) ASEAN Development 12.99 2 44.37 1 — -— — — — 
GAM ASEAN 10.62 5 36.70 2 69.56 1 280.27 1 1 
. Gartmore IF ASEAN 10.98 4 33.86 3 — — -— -— — 
Fidelity Fds ASEAN 17.90 1 31.89 4 — -— c — — 
Guinness Fl GSF ASEAN 9.20 6 20.20 5 — — — — — 
JF ASEAN 12.94 3 18.55 6 13.78 2 172.36 2 x 
GT ASEAN B Share 4.03 8 12.83 7 -12.65 3 112.02 3 P 
GT ASEAN A Share 3.91 9 12.69 B :12.76 4 11.76 a e 
Premium Life HK ASEAN Gr Diir 6.67 7 8.57 9 -14.37 5 93.63 5 K 
‘Sector Average (total number) 9.24 (10) 22.33 (10) 4.20 (6) 143.65 (6) — 
Malaysia & Singapore Equities 
Past three months Past 12 months Past three years Past five years Vola 
96 Rank % Rank % Rank % Rank 
. Connaught Malaysian 26.47 2 32.92 1 — — E — -— 
Thornton New Tiger Malaysia 3.35 17 32.26 2 — -— o — — 
Credit Lyonnais Singapore Gth 13.17 5 31.32 3 44.05 1 199.91 3 1 
Malaysia Equity 4.10 16 30.28 4 37.32 2 — ~~ 2 
Mercury ST Singapore & Malay 6.91 12 28.88 5 26.43 3 165.39 5 1 
Barclays ASF Malaysia 9.22 7 28.78 6 — — — — — 
Fidelity Fds Malaysia 3.24 18 24.87 7 — — — — — 
Singapore Sesdaq 31.34 1 22.27 8 -2.41 12 — —- d 
. Fidelity Fds Singapore 14.00 3 19.52 9 — — — — -= 
GAM Singapore & Malaysia 8.95 9 18.67 10 12.82 5 212.89 1 Z 
Indosuez Singapore & Malay 7.05 11 17.40 11 0.59 10 128.34 8 3 
Wardley GSF Malaysia Eqty 0.72 22 15.61 12 2.29 9 148.16 6 3 
Genesis Malaysia Maju 1.57 20 14.28 13 18.06 4 -— — 1 
Malaysian Emerging Cos -4.28 23 12.91 14 -0.71 11 — — 4 
Finistere Sing & Malay Life 9.16 8 12.58 15 -2.72 14 87.70 9 4 
Sector Average (total number) 8.05 (23) 17.91 (22) 9.55 (15) 164.23 (9) — 
MSCI Singapore/Malaysia Index 3.43 — 7.68 — 15.57 — 118.64 — — 
Thailand Equities 
Past three months Past 12 months Past three years Past five years Vola! 
926 Rank 96 Rank 96 Rank 96 Rank 
Siam Fund (Cayman) 24.51 1 54.25 1 44.40 4 209.45 1 2 
Thornton New Tiger Thailand 19,84 5 51.89 2 — — — — — 
Barclays ASF Thailand 17.00 7 51.44 3 — — — — 
Thailand Fund 17.42 6 50.01 4 65.30 1 —- — 1 
Fidelity Fds Thailand 21.27 3 49.64 5 — — — — ~ 
JF Thailand 20.77 4 49.23 6 47.25 2 — — d 
CIBC-CEF Thai 23.93 2 46.38 7 46.38 3 = — 4 
Yamaichi Thai Investment 12.02 9 30.35 8 — — — — — 
Royal Lite/Connaught Thailand 12.13 8 26.72 9 1.27 5 — — 3 
Connaught Thailand 11.28 10 25.42 10 0.28 6 — -— 4 
Sector Average (total number) 18.02 (10) 43.53 (10) 34.14 (6) 209.45 (1) — 
Thailand SET Index 7.88 — 20.37 — 17.60 — 161.57 — — 
Indonesia Equities 
Past three months Past 12 months Past three years Past five years Vola! 
% Rank % Rank % Rank % Rank 
Connaught Indonesian Growth 11.42 1 5.60 4 -73.82 3 -— — 4 
Credit Lyonnais Indonesian Gth 6.54 4 21.52 1 -49.52 2 — — 3 
JF Indonesia 8.04 3 16.35 2 -26.31 1 — — e 
Barclays ASF Indonesia 6.52 5 5.49 5 — — — — — 
Thornton New Tiger Indonesia 6.08 6 11.09 3 — — -— == oa 
Templeton GS Indonesia -2.40 7 -13.87 6 — — — — — 
Lippo Indonesian Growth 10.83 2 — — — zd ides = za 
Sector Average (total number) 6.72 (7) 7.70 (6) -49.88 (3) — =s js 
Jakarta Composite Index 1.92 — 0.81 — -48.42 — — dio n 
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Philippines Equities 


Thornton Philippines Redvipmnt 
Barclays ASF Philippines 
JF Philippine 


Sector Average (total number) 
Manila Composite Index 


Emerging Markets Equities 


Prov Cap Emerge Asia Stockmkt 
CIBC-CEF Emerging Pac Mkts 
Citi PF Emgng Asian Mkts Eqty 
KB SEL Emerging Asia 

KB Emerging Markets 

Gartmore IF Developing Mkts 
SHK Oriental Emerg Economies 
Templeton GS Emerging Mkts 
Genesis Emerging Markets 
INVESCO MIM PS Gibi Emgng Mkts 
Pictet Emerging Mkts 

INVESCO MIM Pioneer Markets 
PFC Dynamic Markets 

GT Emerging Markets B Share 

GT Emerging Markets A Share 


Sector Average (total number) 


Australia & New Zealand Equities 


JF New Zealand 

GT Australian Smi Cos B Share 
GT Australian Sm! Cos A Share 
Indosuez Tasman 

Gartmore CSF Australasian 
First Australia Prime Inc Inv 
Baring Australia 

GT Australia B Share 

Mercury ST Aus & N.Zealand 
GT Australia A Share 

Barclays Australian Equity 
Wardley GSF South Pacific Eaty 
GAM Australia 

CMI GNF Antipodean Equity 
Royal Life/Baring Australia 


Sector Average (total number) 
MSCI Australia Index 


North America Equities 


TSB OIF Pan American 

Fleming FF American 

Barclays (Lux) N American Eaty 
Hypo F&C PF Amer Sm Cos Eaty 
Hypo F&C PF American Equity 
Orion Fund 

GT Dollar 

RBC North American 

Hafnia Prolific GP N Amer Eaty 
GAM GAMCO 


* AmrnmilI! AAA 


% Rank 
15.59 2 
25.30 1 
12.50 3 
17.80 (3) 
19.39 — 

Past three months 

% Rank 

5.58 15 
14.43 2 
5.49 16 
6.92 11 
9.51 8 
8.33 9 
5.74 12 
14.76 1 
9.93 7 
2.82 25 
5.70 13 
0.46 27 
7.03 10 
4.81 17 
4.62 20 
6.24 (29) 
Past three months 
96 Rank 
0.00 26 
14.47 4 
13.69 7 
9.76 16 
14.29 6 
2.67 25 
12.93 11 
15.16 1 
6.64 24 
14.47 3 
14.36 5 
9.40 18 
8.85 19 
10.39 15 
11.69 12 
10.66 (26) 
13.39 — 
Past three months 

% Rank 

20.49 1 
6.46 14 
6.13 17 

10.72 5 
4.24 25 

13.32 4 
9.75 6 
7.66 10 
5.86 19 
7.39 11 








Past 12 months 


% Rank 
72.59 1 
41.34 2 
38.91 3 
50.95 (3) 
30.50 -— 

Past 12 months 

% Rank 
22.42 1 
20.42 2 
18.34 3 
12.14 4 
10.22 5 

6.03 6 

5.25 7 

4.35 8 

4.18 9 

1.64 10 

0.85 11 
-0.44 12 
-1.34 13 
-2.88 14 
-3.03 15 

1.74 (23) 
Past 12 months 

96 Rank 
20.48 1 
10.63 2 

9.90 3 

2.57 4 

2.40 5 

1.06 6 
-1.79 7 
-1.90 8 
-2.08 9 
-2.50 10 
-2.90 11 
-3.01 12 
-3.15 13 
-3.23 14 
-4.30 15 
-3.19 (26) 
-4.61 - 

Past 12 months 

% Rank 
33.57 1 
27.51 2 
20.05 3 
19.91 4 
19.52 5 
16.71 6 
16.54 7 
16.21 8 
15.38 9 
15.01 10 
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Past three years 
% Rank 
-12.95 2 
-9.71 1 
-11.33 (2) 
31.46 — 
Past three years 
% Rank 
14.46 4 
27.78 2 
12.33 5 
7.65 7 
67.91 1 
21.21 3 
18.80 (8) 
Past three years 
% Rank 
26.21 2 
14.88 4 
30.11 1 
0.00 9 
5.22 6 
1.19 8 
4.58 7 
-6.25 15 
11.53 17 
-6.00 14 
-4.75 12 
2.67 (18) 
14.88 — 
Past three years 
% Rank 
93.34 5 
48.89 22 
72.54 9 
101.20 3 
59.78 14 
49.81 21 
17.68 63 
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% Rank 
38.05 2 
165.91 1 
101.98 (2) 
68.05 — 
Past five years 
926 Rank 
81.56 1 
63.15 (3) 
Past five years 
% Rank 
66.03 2 
54.39 4 
40.02 6 
21.20 9 
68.31 1 
20.47 10 
29.16 B 
15.36 12 
18.24 11 
30.64 7 
27.93 (16) 
71.97 — 
Past five years 
96 Rank 
78.99 21 
145.77 4 
116.31 6 
76.75 23 
78.53 22 
42.67 47 
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North America Equities — contd . . . . 


Past three months Past 12 months eor: Past three years Past five years Volatility 
96 Rank % Rank % Rank % Rank 
Premium Life Dollar 13.75 3 14.47 11 43.31 29 46.77 45 3 
Sun Life GP American Growth 3.61 30 13.02 12 52.45 17 — — 3 
Mercury ST N American Opps 6.15 16 12.94 13 130.41 1 197.21 1 4 
Regent GIF American Growth 6.34 15 12.73 14 96.09 4 192.56 2 3 
Fleming FF Amer Fledgeling 2.63 34 12.10 15 70.01 10 101.55 10 4 
Sector Average (total number) 1.45 (93) 4.11 (92) 44.02 (68) 79.19 (52) — 
MSCI North America Index 2.99 — 8.53 — 44.01 — 90.89 — — 
US Equities 
Past three months Past 12 months Past three years Past five years Volatility 
% Rank % Rank % Rank % Rank 
JF American Growth 6.94 8 30.34 1 46.14 15 64.62 18 3 
GAMerica 4.13 16 22.55 2 61.46 10 109.71 8 3 
Schroder Intl Sel US Sm! Cos 7.55 5 19.20 3 100.40 3 — — 4 
Pluvalca Fund -1.79 39 18.37 4 146.13 1 226.10 1 4 
Leveraged Capital Holdings 3.52 21 17.38 5 — — — — — 
GAM Value Inc 12.18 1 16.44 6 17.16 29 — — 3 
PRICOA WWIP US Growth 11.75 2 14.91 7 — — — — — 
GAM Arbitrage 7.00 7 11.63 8 47.45 14 91.29 11 1 
CMI Core USA 4.29 15 10.98 9 39.74 20 — - 1 
Fleming FF US Discovery 6.83 9 10.93 10 90.68 6 — — 3 
Abtrust United States 3.92 19 10.84 11 44.23 16 — — 2 
Swiss Life Proteus American 8.04 4 10.29 12 — — = — — 
CMI Insur USA Tracker 3.45 22 10.02 13 — — — — — 
Arral American Quant 5.00 13 9.00 14 — — — — — 
CMI GNF US Eqty Index 3.14 25 8.81 15 — — — — — 
Sector Average (total number) 1.43 (49) 4.57 (47) 51.33 (33) 100.91 (22) — 
MSCI US Index 2.79 — 9.74 — 47.89 — 96.73 — — 
Canada Equities 
Past three months Past 12 months Past three years Past five years Volatility 
96 Rank 96 Rank % Rank % Rank 
RBC Canadian 14.42 1 -1.54 1 5.09 1 25.63 1 4 
AGF Canadian Security Growth 5.07 6 -2.47 2 2.58 4 — — 2 
Wardley GSF Canada Equity 11.43 2 -4.89 3 3.67 3 8.48 3 3 
Gartmore CSF Canadian 7.53 3 7.35 4 3.80 2 23.46 2 1 
CMI GNF Canadian Equity 5.12 5 -14.04 5 — - — — — 
CMI Insur Canadian Equity 5.61 4 -14.11 6 — — — = M 
Sector Average (total number) 8.20 (6) -7.40 (6) 3.78 (4) 19.19 (3) — 
MSCI Canada Index 6.59 — -8.60 — -0.62 — 26.93 — — 
Europe Equities 
Past three months Past 12 months Past three years Past five years Volatility 
% Rank % Rank 96 Rank 96 Rank 
Bermuda Intl Equity European 14.59 1 9.83 1 — — is "- 24 
GT Europe 5.61 43 9.54 2 4.95 6 62.26 7 1 
Premium Life European US$ 8.82 8 9.28 3 -1.89 21 43.89 19 1 
Premium Life European Stg 6.38 33 7.89 E -3.64 28 40.05 24 4 
Quadrant IFL European 7.01 26 4.87 5 -5.44 30 27.80 38 2 
Gota GS Central Europe 8.28 14 4.62 6 -3.29 26 — -— 2 
PanEuroLife Benelux Germany 3.92 73 4.14 7 — — — "T - 
TSB OIF European 8.78 9 2.99 8 — — ais = = 
Investissements Atlantiques 7.60 18 2.03 9 0.51 14 123.58 1 4 
Arctos F.I. European 2.92 B4 2.02 10 -5.49 31 — -— 1 
Carlson Continental Europe 6.98 27 1.41 11 — — -r Šis Ls 
Lombard Odier Holland Europe 5.87 40 1.14 12 — — — — € 
GAM Multi-Europe US$ 4.27 67 0.94 13 -= — — am = 
Skandifond Cont! Euro Equity 8.29 13 0.74 14 7.66 3 — = 1 
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FIDELITY PUTS YOU IN CONTROL 





The economies in the ASEAN region are still enjoying 
rapid growth, offering outstanding investment 


.. Or Focus on a Single Market. 
Investing in a single market often offers higher potential 
rewards. Fidelitys three Country Select ASEAN funds are 








| suitable for more aggressive investors. 
With 24 years in Asia and one of the largest research teams | | 


in the region, Fidelity has a definite edge in identifying 
attractive stocks before others. Our funds, which are part 
of the Fidelity Funds global mutual fund range, allow you 
to buy into some of the most attractive stocks in the region. 


Invest Across the Region ... 

Fidelitys ASEAN Fund gives you access to the growth 
potential of all the markets whilst spreading your risk 
through. diversification. 








Share in the ASEAN Success Story Today! 

Become a Fidelity investor before 30 April 1993 and you'll 
enjoy a 296 discount on Fidelity Funds, saving 3896 on the 
normal initial charge. For more information, retum the 


coupon or call us today on S48 1000. 


Past performance is no guarantee of future returns and investors are reminded that the price of units can go down as well as up. 
Source: Micropal, one year from 1/3/92 to 1/3/93. Malaysia Fund was the top performing Malaysia Fund since launch from 1/10/90 to 1/3/93, 


To: Fidelity Investments, 19/F, 1 Connaught Place, Central, Hong Kong. 
[y Yes. please send me more information on Fidelity ASEAN funds. 
Name: Company Name: 


[]Company Address [ 1 Home Address: 


Office Tel: Home Tel: 


Fidelity | Investments 


Common sense. Üncommon resulis. 


FEER 93/04 


Hong Kong * Singapore * London è Tokyo * Taipei e Luxembourg 
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o Past three months — Past 12 months | Past. three years — Past five years Volatility 
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. Britain Equities | 
s Past three months Past 12 months Past three years Past five years Volatility 
96 Rank % Rank % Rank % Rank 
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Finistere Special Sits Ue TEST 
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ST United Kingdom 0 

Wardley GSF UK Equity — 
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EA Sector Average (total number) 2.91 (79) -7.38 (77) 5.12 (61) 17.53 (43) em 
“>. MSCI United Kingdom Index 2.79 — -7.45 — 18.07 — 51.33 — = 








International Bonds 
Past three months Past 12 months Past three years Past five years Volatility 
% Rank % Rank % Rank % Rank 


Norwich Un IP GI lobat Bond 
- Sanwa Global Bond ~ : 
Bc nd Trust Of The World B - | 
"Bond Trust Of The World A 
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Royal us International Bond 
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Managed Currencies | 
| Past three months Past 12 months Past three years Past five years Volatility 
96 Rank % Rank % Rank % Rank 
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% Rank % Rank % Rank % Rank vu 
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Commodities | 
RO Past three months Past 12 months Past three years Past five years. 
% Rank % Rank % Rank % Rank 
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leuters Commodity Index 6.67 
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Past three months Past 12 months 
96 Rank 96 Rank 
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Past five years 


46.33 





7.46 
$305 40 ..907 — 
ED E E es 
082 — 55 
11.83 






O - OWA WN a 















Sector Average (total number) 0.29 (111) 445 (101) 1111 (49) 75.54 (23) sit 
JP Morgan Global Traded US$ 4.31 — 10.52 — 43.05 — 54.11 — — 


d ‘Note: Performance up to 1 March '93. All returns calculated in US dollars. Funds marked in bold are authorised by the Hongkong 
securities & Futures Commission. Data supplied by ore 





“While some 
watch Asia’s economic 
transformation from 
the sidelines, 
REVIEW readers are 
its driving force.” 
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Kodak 
colour film, 100 
ASA, 36 exposures 


Lux soap (large 


Colgate toothpaste 

See STEREO ORS EREET 
2-piece meal at 

Kentucky Fried 


Chicken | 
th ——— 


Can of Coca-Cola 





Gucci silk tie 


Dunhill Silverplated | 
Barley Rollagas 
Lighter 


Chanel No. 19 — ME nd 
eau de toilette 67 | 49 E 


| 
369 | 479 
| 


non-spray 
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Rolex Oyster 


| 
Perpetuai Day- | 19,700 | 11,600 | 15,200 | 15,000 
Date watch | 


————  — ———————————— M: 


i 
| 
Mercedes 300 SEL | 


qoae eed NGA en 


256,000 


— ——— 


| 
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| 15.00 | 4.00 13.75 | 2.00 3.30 | 18.20 
Polo Lacoste | Lacoste | Lacoste | Lacoste 


Pop music 
cassette tape 3.05 


Videotape of a 

Hollywood movie 

18.85 | 48.50 
Word- | MS-DOS 
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RESEARCH & INNOVATION 





Discoveries for All 


inancially, the past year has been a 

disaster for NEC Corp. The giant 

electronics company expects E post 
a consolidated loss of Y43 billion (US$375 


million) for the fiscal year ending on 31 





March. But in terms of research, the com- 
pany is having its best-ever year. In an un- 
precedented coup for a Japanese company, 
NEC in recent weeks has had its research 
findings published in the world's two most 
prestigious scientific journals. 

First to score big was NEC's Fundamen- 
tal Research Laboratory in Tsukuba Science 
City, 60 kilometres outside Tokyo. The 
cover of the 28 January issue of the 
British weekly Nature showed the re- 
search centre's computer simulation 
of a carbon nanotube, a tiny graphite 
cylinder. 

Fewer than seven weeks later, a 
group of chemists led by Robert 
Haushalter at NEC Research Institute 
in Princeton, New Jersey, had its turn. 
A colour model of a complex mole- 
cule made by the group was featured 
on the cover of the 12 March issue of 
the US magazine Science. 

The Fundamental Research Labo- 
ratory had reported its ability to make 
tubes just one thousand-millionth of 
a metre wide in a 1991 issue of Na- 
ture. The news this time was that it 
had filled the tiny tubes with lead 
metal, producing the thinnest wires 
ever made. 

The NEC Research Institute in the 
US reported something completely 
new: an inorganic double helix. The 
double helix is familiar to most peo- 
ple as the structure of DNA, the pro- 
tein molecule on which all human 
genetic inheritance is recorded. 

As with all bio-entities, DNA is an 
organic substance. Until the 
Haushalter group began its explora- 
tions, no one imagined that it would 
be possible to synthesize such com- 
plex organic structures out of miner- 
als. "The amazing part is that you can take 
simple inorganic salts," Haushalter ex- 
plains, ^cook them in water, and they as- 
semble themselves" into the double helix. 

The discovery that the structure of DNA 
can be mimicked starting from just earth, 
fire and water will, no doubt, be of great 
interest to scientists who study the origins 
of life. But Michiyuki Uenohara, a former 
head of NEC's research laboratories and 
now a special executive adviser to the com- 
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By Bob Johnstone 


pany, believes Haushalter's work could 
also have practical uses. 

NEC has been carrying out research 
aimed at building a computer to mimic the 
human brain. Biocomputing is of interest 
for two main reasons. One is that brains do 
not need software. The other is that the 
brain's grey matter can store gigantic 
amounts of information in tiny spaces. 

A big problem in w orking with bio- 
materials, though, is reliability. The materi- 





On the horizon: simulated organic computing? 


als tend to be flimsy, and they have to be 
fed or they will break down. Uenohara 
speculates that a new type of computer 
could be created if an inorganic informa- 
tion system were able to simulate an or- 
ganic one with the same functional quali- 
ties. 

For his part, Haushalter is not about to 
start work on product development. But 
Haushalter believes his work could be of 
use in the field of data storage by helping 
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to determine how small computer memo- 
ries can be made. The rigid crystalline 
framework of inorganic molecules could 
perhaps be used to accommodate some 
sort of on-off switches hooked up via 








nanotubes 1,000 times smaller than any- | 


thing today’s chip makers can manage. 

Such ideas may sound far-fetched, but 
it is in the Japanese style to look for ways 
of applyi ing new discoveries. “I'm a practi- 
cal man,” Uenohara says. In Japan, NEC has 
numerous applications-oriented scientists. 

“If both sides work together, then 
maybe we can develop [Haushalter’s] re- 
search into some sort of application,” 
he speculates. But Uenohara adds 
that this might take 20-30 years. 

In the meantime, any interested 
parties are free to use NEC’s published 
research. Uenohara insists that the 
NEC Research Institute's charter is to 
come up with new knowledge and 
ideas that will benefit everybody. 

Uenohara should know, as the in- 
stitute is very much his brainchild. 
He spent most of his career as a re- 
searcher at AT&T Bell Laboratories. 
Before the break-up of AT&T's tele- 
communications monopoly in the US 
in 1982, it was part of the charter of 
Bell Labs to perform basic research 
and to disseminate the knowledge 
obtained from it. But Bell Labs, like 
many other US corporate research or- 
gans, has begun to pursue much 
more applications-oriented work. 

For Haushalter, who formerly 
worked at Exxon's laboratories, it is 
tough finding a sympathetic place to 
work. "There's hardly any place in 
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sis, especially in inorganic chemis- 
try," he says. 

Haushalter says he is delighted to 
be working at NEC, where he has a 


ments wherever they may lead. The 

only thing worrying the chemist is that his 
current situation may be too good to last 
because of NEC's dodgy financial condition. 
When Uenohara visited the NEC Re- 
search Institute recently, Haushalter in- 
formed the executive that he felt guilty to 
be working in such a deluxe environment 


during the company's difficult times. | 


Uenohara told him not to worry. As far as 
NEC is concerned, he said, the institute 
counts as money well spent. " 
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the US that does exploratory synthe- | 


virtually free hand to buy fancy | 
equipment and pursue his experi- | 
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More and more people are getting more 
and more out of their computers by using the 
revolutionary Microsoft Windows operating 
system. 

Why? Well, the answer is easy. Easy to 
learn, easy to use and best of all, it easily 
increases productivity. It all has to do with 
Windows introduction of something called 
GUI, or “gooey”. That stands for graphical 
user interface and allows pictures or icons to 
be the keys to creating better 
spreadsheets, word processing, 





illustrations and more advanced 
desktop publishing. 


MICROSOFT: 
WINDOWS.. 
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Windows 3.1 supports object linking and 
embedding. That means that you can make 
compound documents by integrating data 
from different applications, another power- 
ful feature that improves your productivity. 
Networking features have also been greatly 
enhanced giving you the 
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certainly available. 


a Vi sion. 


As operating systems such as Windows 
offer more, the demands placed on your moni- 
tor become greater. Which is why Windows’ 
creator, Bill Gates, feels so strongly about 
NEC's MultiSync line of monitors. 


" 
ae 


ability to embed voice mes- 
sages, music and sound ef- 
fects into existing Windows 
applications. And with over 
5,000 Windows applications 
to choose from, the perfect 
software system for you is 
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Mr. William H. Gates 
Chairman and CEO 
Microsoft Corporation 


MultiSync makes 
the most of the view. 











Consider how MultiSync came into being. 
Its makers recognized a fundamental shift in 
the industry. And therefore built a monitor 
that not only handles a variety of applications 
for an increasingly-complex set of tasks but 
visually makes the most of today's leading 
software, such as Windows. 

By incorporating an even flatter screen 
along with further improving its corner-to- 
corner visibility, Multisyncs new FG series of 





monitors gives you a clearer, larger and 
brighter active display with less distortion. Its 
Digital ColorControl provides more precise 
colour, ensuring that what you see on screen is 
what you get on paper, while greater resolu- 
tion eliminates colour bleed and fuzziness. 
Multiple-frequency technology adapts not 
only to today's best software, but tomorrow's 
too. That way, the beautifully-designed 
MultiSync will be ready for Microsoft's next 


revolution. 

Any user will also be happy to know that 
MultiSync's user-friendly advantages include 
a low-reflection screen reducing eye strain 
as well as the elimination of any annoying 
screen flickering, a problem that plagues 
other monitors. 

MultiSync. Its another example of how 
NEC is providing the tools to enable individuals 
to reach their human potential. 


NEC MultiSync 
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China’s Energy Resources 
Coal reserves Total: 900 billion tonnes 
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Into the Black 


Peking is preparing to liberalise prices of coal, the country’s 
most important source of energy. This will lead to higher short- 
run inflation and greater long-run efficiency. 


By Carl Goldstein in Peking 


irst it was oil, now coal. China's re- 
F formers are girding themselves for 

the most significant step in the liber- 
alisation of the country’s energy policy. 
The price of coal, which comprises 76% of 
energy consumption, is set to rise sharply, 
as controls on output pricing by the mines 
are removed. 

“We plan to spend Rmb 68 billion 
(US$11.8 billion) on coal development [in 
1991-95], and to do that we have to tackle 
the pricing problem,” says Wang Wenze, 
director of the energy ministry's general 
office. 

The overhaul of China’s energy sector 
is seen by economists as a key component 
in Peking’s plan to build a “socialist mar- 
ket economy.” Energy supplies have failed 
to keep pace with demand, in part because 
prices of fuel are artificially low. Raising 
prices will improve efficiency — at the cost 


of higher inflation in the short run. 

To carry out the changes, the govern- 
ment is preparing to split the energy min- 
istry into two, with one department for 
coal, the other for electricity (oil was 
handed over to a state corporation several 
years ago). Analysts say the new agencies 
will concentrate on regulating their respec- 
tive industries, while decisions about pro- 
duction and pricing will gradually be 
transferred to the state energy corpora- 
tions. 

As far as pricing goes, China has tack- 
led the easier part so far. Since last Septem- 
ber, domestic prices of oil products were 
allowed to soar, to bring them closer to in- 
ternational rates. But oil accounts for only 
17% of energy consumption. Reforming the 
coal industry, the world’s largest, is a big- 
ger deal. Some 7 million workers will be 
directly affected. 

Small steps to reform coal pricing have 
been under way for several years. But now 
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Oil production 
1992 total: 142 million tonnes 





Source: US Embassy, Peking; Review Data 


the authorities are signalling their determi- 
nation to take tougher action. The first sig- 
nificant move is to stop paying an annual 
subsidy of Rmb 1.3 billion to the giant 
China General Coal Corp., the official China 
Daily reported in January. The firm pro- 
duces a third of China's annual output of 
1.1 billion tonnes. 

To make ends meet, the company is 
raising the percentage of its output sold at 
market prices to 57%, compared to only 
20% last year. There is a huge gap between 
the two prices: coal allocated by the state 
under the plan costs an average (amid 
wide regional variations) of Rmb 70 a 
tonne, while coal on China's free market is 
priced at Rmb 180. The latter works out at 
US$31 a tonne; international coal prices 
these days range between US$35 and 
US$40 a tonne. 

China General has also launched a pro- 
gramme of massive redundancies. Some 
100,000 workers of the company's 3 mil- 
lion-strong workforce were shifted into 
other businesses last year, and a further 
100,000 are to receive the same treatment 
this year. The government will lend the 
company Rmb 2 billion a year at preferen- 
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.. tial rates to cushion the impact of the lay- 
-> Offs and help workers to find new jobs. 
- : The company is also closing smaller, 
. -unprofitable mines; 19 were shuttered in 
. . 1992, and a further 30 are listed for closure 
^ this year. That will still leave the coal pro- 
. ducer with more than 400 mines strung 
` across China's coal belt, the provinces of 
Shanxi, Inner Mongolia and Shaanxi. 

The rest of the country's coal produc- 
tion come from 2,000 medium-sized mines 
naged by provincial gov- 
160,000 small-scale 
ernments, coopera- 
! duals. These mines 
must sell a portion of their output to China 
General and a further amount to nearby 
state-owned enterprises at the low, state- 
set prices. The rest may be sold on the free 

market. At the moment, some 6046 of total 
coal production is sold at regulated prices, 
according to a recent World Bank report. 

The pressure on coal is exacerbated by 
the fact that electricity demand in China is 
growing rapidly. The country added 14,000 
megawatts of electrical capacity last vear, 
an increase of 9%, but this was not enough 
to keep up with demand. 

Price reforms are urgently needed to 
provide enough money for investment in 
new mines. Just as important is building 
dedicated rail lines to carry the coal to mar- 
ket. Some 40% of the railway’s total cargo 
capacity is taken up by coal, and any in- 
crease in that amount would | 
squeeze out other key commodi- 

ties. "For us, coal transport is a 
much more serious problem 
than money," says Wang. "We 
have huge stocks of coal in the 
north that we can't sell because 
the consumers are in the south 
and coastal areas." Construction 
has begun on a Rmb 36 billion 
railway line from Shaanxi prov- 
ince to the port of Huanghua 
near Tianjin. When completed in 
2000, it will be used to ship coal 
down to the southern coastal 
provinces. 

China Generals pricing 
moves will add further fuel to inflation, 
which has already become a worry for the 
leadership. Last year's 12.8% GNP growth 
led to a corresponding 13.4% increase in 
the cost of living index for 35 major cities. 
Power stations consume a quarter of the 
coal shipped; in some regions they have 
begun raising their tariffs. Almost half the 
coal is used by industry and it, too, is likely 
to pass on the higher costs by increasing 
prices. 

Ministry officials say all coal production 
is supposed to be brought into line with 
market prices by 1995. An indication of the 
effect that may have on consumers can al- 
ready be seen in the price of oil products, 
. which jumped following the decision taken 
. last September to sell a larger portion of 
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China's crude-oil production at market 
prices. 

. On 1 September, 90-octane petrol in 
Shanghai cost Rmb 1.78 a litre at the pump. 
By 15 February, it had risen to Rmb 2.97, 
an increase of 67%. In Tianjin, the increase 
over the same period was an even sharper 
74%. Diesel oil and other products rose by 
similar proportions. 


Daging field in Heilongjiang, which alone 
supplies 41% of the national total, to sell an 


prices. 
at market prices, according to Cheng 
Xiusheng, director of the Development Re- 


search Centre under the State Council. Last 


onto the market. 


The changes in the structure of China's | 
energy prices have created a lot of confu- - 
sion in the government and in state enter- ; 
prises, with conflicting statements and re- | 
ports in the official media about just what | 
| billion of Hongkong's dollars, up 40% in 


has and what has not been de-regulated. 


"The reason for the confusion is that the | 
price reforms are still incomplete," says | 


Retail Petrol Prices Soar 





along,” he said. 


Such reforms will help rationalise the | 
oil market in China, but coal will remain | 
the main fuel for the foreseeable future, - 
energy planners say. By 2000, coal produc- - 
tion is expected to reach 1.5 billion tonnes, _ 


a 36% increase from last year's figure. 


China has hundreds of years of proven - 
| tresses that the government-controlled 


coal reserves. By contrast, oil output is stag- 


nating, while expanding nuclear power is - 
too expensive to contribute much. And | 
hydropower supplies are concentrated in | 
the mountainous southwest of China. So - 
coal must continue to power China's eco- | 
nomic boom. E 
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Convert Your 
 Renmimbi 


Refined oil product prices vary consid- - Money rushes between 
erably from city to city in China depend- - | : 
ing on such factors as the distance between | Hongkong and China 
the particular oil field and local refineries. | 
The 1 September decision allowed all of | 


China's major oil fields except the big - 


| ystanders listening to the increas- ie : 
| ingly shrill rhetoric from Peking: 
increased portion of output at market | 








may well conclude that it is no... 


| longer business as usual when it comes to. 
This year, fully half of China's projected | Hongkong. They would be wrong. D 


oil output of 143 million tonnes will be sold | 


Even while Hongkong's stockmarket i: 


_ trembles at the threats coming from Pe 
_ king's party leaders, the colony’s markets |. 
_ continue to be flooded by capital from the 
year, only 40 million tonnes were brought - | 


mainland. 

According to a new study by the Hong- 
kong & Shanghai Banking Corp. some ... 
30% of the colony’s banknotes — about 
HK$15 billion (US$1.9 billion) — are circu- 
lating in China, about twice the amount of 
18 months ago. China has claims on US$83 


the past five years. 
Even the uncertain direction of the ren- 


| minbi, which was sliding until the authori- 
«| ties suddenly decided to stabilise it at the 

| end of February, has not caused any inter- 
_ ruption in the monetary integration be- 
; tween the territory and China. 


Bus conductors in Shenzhen welcome 


_ fares in Hongkong dollars and gladly give 
| change in the same currency. Soon the re- 
_ verse also may be true. Since the begin- 
| ning of March, travellers leaving China for 
| Hongkong (nearly one million came last 
, year) have been permitted to take Rmb 
| 6,000 (US$1,043) with them. 


Bankers in Hongkong are happy to help 


| turn that Chinese renminbi into hard cur- 
, rency, with mainland financial institutions 

, especially keen to get their share of this 
T. K. Ling, China manager for Chevron | 
Overseas Petroleum. "Their policy is very | 
fluid; really, they're trying it out as they go | 


business, Po Sang Bank, a member of the 
Bank of China group, now exchanges ren- 
minbi into foreign currency. 

Renminbi are just as welcome in Hong- 
kong gold shops as they are at its banks. 
And the rate in the colony is more favour- 
able — for foreign currency holders buy- 
ing renminbi — than on Peking's black 
market. 

In China, there is so much foreign ex- 
change in the proverbial teapots and mat- 


press has recently said that there are plans 
to issue domestic bonds denominated in 
foreign currency in an attempt to bring this. 
cash into the financial system. 

However, the ambiguities generated by 
China's repressive currency regime — as 
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well as the temptations to skirt the rules — 
are imposing increasingly large costs on 
business. 

“We pad all our transactions, to com- 
pensate for the uncertainty,” says the di- 
rector of a Hongkong-based trading com- 
pany. “So ultimately it just raises the cost 
to the Chinese side.” 

Smaller companies, nimbler and less 
concerned with legal niceties, tend to come 
out better in this chaotic market. “Bigger 
companies are less capable of dealing with 
these uncertainties,” says an official with a 
Hongkong-based trading firm. “Too many 
heads are on the line if they go wrong.” 

More and more local governments are 
abandoning the official rates decreed by 
Peking. In Hainan, a Hongkong-based es- 
tate agent who is involved in a number of 
developments on that island says that he 
simply negotiates exchange rates with his 
local government partners, with no refer- 
ence to official rates. 


Many government officials are doing a | 


different kind of negotiation. “Bribes have 
not yet reached rational market levels,” 
complains one frequent visitor. “And your 
price must always reflect the price of the 
bribe.” 

Part of this graft is inspired by the feel- 
ing of being left behind as private-sector 
operators get rich. “Suddenly, many pro- 
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fessionals are discovering that the drop- 
outs and least-hardworking have become 
the wealthy," adds a merchant banker who 
does business with Chinese state enter- 
prises. “There are many more strains in the 
system now." 

Relief is not in sight any time soon. 
Even if talks on China's admission to the 
Gatt proceed smoothly, China will be 
obliged to do no more than submit a time- 
table for moving toward a convertible 
currency. Full convertibility is likely to be a 
matter of years. " 
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MARKETING 


Cleaned and Preened 


Japanese male hair-care products are booming 


By Louise do Rosario in Tokyo ? 


T he setting for Kanebo's latest televi- 


sion commercial is a forest with a 

river in the background. The actor is 
John Lone, who played Chinese Emperor 
Pu Yi in the Oscar-winning film, The Last 
Emperor. He is not the Marlboro Man, by a 
country mile. But Lone portrays the whole- 
some, clean-shaven image that Kanebo is 
looking for in a campaign to spread the 
word about its Denali skin and hair-styling 
products for men. 

Shiseido, which dominates the market 
for men's hair-styling products with a 50% 
share, is trying another image to bolster its 
position. In one of its television com- 
mercials, Keigo Oyamada, a member of 
rock ^n' roll band Flipper's Guitar, stands in 
a record shop, day-dreaming about flying a 
small plane. With an embarrassed look, 
Oyamada, who could pass fora typical uni- 
versity student, touches his hair as a voice 
in the background says “Uno,” the name of 
Shiseido’s unscented hair products. 

Lone and Oyamada are just two of the 
many well-known faces that Japan’s toilet- 
ries and cosmetics manufacturers are us- 
ing to push sales of the country’s fastest- 


selling toiletry item: hair-styling products 








for men under 30. It is a big business, and 
companies are pulling out nearly all the 
stops in their efforts to win a bigger piece 
of the action. Kanebo, which has 25% of 
the domestic market, has spent ¥1 billion 
(US$8.5 million) on its Denali campaign 
alone. 

Since the early 1980s, the market for 
men’s hair products has grown by double- 
digit figures almost every year. It totalled 
¥63.5 billion in 1992, according to Kenji 
Yasuda, an assistant manager at Kanebo. 
“From high school students to salarymen, 
young Japanese men are willing to spend a 
few thousand yen each month to keep their 
hair in better shape,” Yasuda says. 

Hair products for men are available in 


| mousse, sprays, foams, gels, liquids and 





pastes. Mousse, a light foam for control- 
ling fuzzy hair, is the most popular, with 
sales totalling ¥28 billion in 1992. Mousse 
sells well because its foam renders it easy 
to use, Yasuda says. “The user can easily 
control the exact amount he needs,” he 
explains. 

Sprays, the second-most popular form 


_ of hair product, racked up revenue of Y6.5 


billion in 1992, followed by gels with ¥4.5 
billion. Both sales of mousse and sprays 
last year grew 10% from a year earlier, ac- 
cording to Yasuda, while the cosmetics in- 
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Actor John Lone joins the campaign. 


dustry as a whole expanded 5.1%. 

The success of these products is a story 
of how the toiletries and cosmetics indus- 
try responded quickly to a changing life- 
style in Japan with the help of advertising 
and marketing. Until the arrival of the af- 
fluent 1980s, Japanese men in the under-30 
group had neither enough money nor felt 
the need to look stylish. 

In the 1950s and 1960s, “my hair was 
kept very short as required by schools,” 
says Sohei Suzuki, a 42-year-old manager 
at public-relations company Burson- 
Marsteller. “There was no need to use any- 
thing to keep it in good shape. I used only 
soap, no rinse, no conditioner.” 

Times have changed, and Japanese men 
are clearly taking their hair more seriously. 
“Mousse is so convenient,” says Tetsuo 
Matsui, a 25-year-old reporter employed at 
a publications company. 

Manufacturers of hair-styling products 
say Japanese men now wash their hair as 
frequently as women. Some men pluck 
their eyebrows and use expensive cream to 
bleach their faces. “They have become 
more feminine,” complains Suzuki, who 
lets his short, thinning hair dry naturally 
after shampooing. 

In the 1980s, the toiletries and cosmetics 
industry responded quickly to the new 
trend. The industry also delivered a wide 
range of products, as its experience in the 
lucrative market for women’s hair prod- 
ucts had taught them that consumers want 
options. 
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Swire Pacific Limited 
1992 FINAL RESULTS 


Audited Consolidated Results. The profit attributable to 
shareholders for the year ended 31st December 1992 was 
US$566.5 million, as compared with US$394.8 million for the 
previous year. This represents an increase of 43.595. 


Turnover 4,990.3 


914.7 
67.3 


847.4 
66.6 


Operating profit 
Net finance charges 


Net operating profit 
Associated companies 


Profit before taxation 
and minorities 

Taxation 

Minority interests 


Profit attributable to 
shareholders 


Earnings per share: 
'A' shares 
'B' shares 


Dividends per share: 
‘A’ shares — interim 
~ final, recommended 


pice 


'B' shares - interim 
- final, recommended 


— CO 
CD 


Tw 
Ww 


Net assets per share: 
‘A’ shares. 


'B' shares 
Exchange rate used: USS1 « HK$7.80 


Divisional Results. Cathay Pacific's 1992 attributable profits 
were 1.9% higher than those of the previous year. Set against the 
background of excess capacity worldwide in the airline industry and 
the continuation of the fare wars first seen in 1991 as a result of many 
airlines seeking to generate cash regardiess of profits, the 1992 result 
should be considered a creditable performance. The airline has 
continued its stringent efforts to control costs with Operation Better 
Shape contributing significantly in this regard by helping to maintain 
the unit cost per available tonne kilometre at its 1991 level. The 
airline's capacity, measured in available tonne kilometres, increased 
by 15.0% in 1992 whilst the revenue load factor was 70.4% compared 
with 71.096 in 1991. Hong Kong Aircraft Engineering Company had a 
good year, with an increase in attributable profits of 21.0%, mainly due 
to increased productivity, improved utilisation of airframe maintenance 
facilities and an increased level of activity in the companv's overhaul 
diviston consistent with the continued expansion of Cathay Pacific's 
fleet. Dragonair enjoyed a very successful year and significantly increased 
its profits largely due to a notable increase in capacity to China. 

Swire Properties' 1992 profits were substantially higher than 
those of the previous year reflecting significant increases in the 
contributions from the office, retail and residential components 
of Pacific Place, completion of the Citypiaza 3 and 4 office towers 
and exceptional profits totalling US$128 0 million earned from the 
following: the sale to Hong Kong Telecommunications Limited 
of a long-leasehold interest in one of the two office towers being 
constructed on a vacant site within Taikoo Place; the receipt of a fee 
from Sun Hung Kai Properties Limited in exchange for an option, 
recently exercised, to purchase the former Swire Bottlers site in 
Tsuen Wan; and the sale of the neighbourhood shops in the Lei King 
Wan residential estate. 


m 


The Industries Division's profits showed satisfactory growth 
over the preceding year. Swire Bottlers Limited in Hong Kong hada 
successful year benefitting principally from the containment of 
Costs and the increased efficiencies arising out of its single plant 
operation in Shatin to which ali production was transferred in 1991. 
in the United States, despite a difficult business environment Swire 
Pacific Holdings performed well whilst the group's bottling interests 
in China also produced good resuits. 

The Offshore Oil and Shipping Services Division again showed 
good growth in profitability from its Hong Kong operations, whilst 
its offshore activities achieved a small profit in 1992 after sustaining 
losses for a number of years. 

The Trading Division's profits in 1992 were significantly higher than 
those recorded in 1991, with improved performances from ali major 
businesses, particularly those based in Taiwan. 

Operating profits for the Insurance Division were below those of 
the previous year reflecting difficult market conditions. 


Financing. Consolidated net borrowings at the end of 1992, including 
the indirect borrowings represented by finance leasing obligations, 
amounted to US$1,382.8 million, compared with US$1,363 5 million 
at the end of 1991. Capita! expenditure for the year of US$833.0 
million was slightly below the 1991 level of US$874.0 milion. Group 
net finance charges amounted to US$67 3 million as compared to the 
US$70.36 million incurred in 1991. This decrease was primarily due 
to the prevailing climate of lower average interest rates enjoyed by 
the Group during 1992. The Group's gearing ratio at the year end was 
0.25/1 comparing favourably with the prior year level of 0.31/14, 


Final Dividends. Final dividends to be recommended at the Annual 
General Meeting on 27th May 1993 amount to US9.5€ per ‘A’ share 
and US1.9¢ per B' share, which together with interim dividends of 
US3.7¢ per 'A' share and USO.7€ per 'B' share, results in an increase 
of 15.7% over the total final dividends for 1991, Share registers wil! be 
closed from 17th May 1993 to 21st May 1993, both dates inclusive, 
and dividends will be payable on 3rd June 1993 to shareholders 
registered on 21st May 1993. 


Investment Properties and Net Asset Value. The annua! valuation 
8t open market value of the Group's investment properties, both 
completed and under development, was carried out at 31st December 
1982 by professionally qualified executives of Swire Properties 
Limited. The 1992 valuation, at US$4,992.5 million, has resulted in an 
increase of USS), 158.1 million in the valuation reserves of the Group. 
Taking into account both the retained earnings in 1992 and the increase 

in the valuation of investment properties, the net asset value of the 
Swite Pacific Group at 31st December 1992 was US$5.873.6 million. 


New Airport Project. Despite the delays surrounding the 
repiacernent airport project at Chek Lap Kok, Cathay Pacific and other 
companies in the aviation division have been and continue to be active 
in their preparations for the move, Expressions of interest have been 
made in respect of Hong Kong Aircraft Engineering Company, Cathay 
Pacific Catering Services (HK), Hong Kong Air Cargo Terminals and 
others, and in many cases detailed plans have been drawn up. 
Discussions continue with the Provisional Airport Authority and we 
remain optimistic that the new airport will present a great opportunity 
for the Swire Pacific Group although, of course, the timetable for its 
opening remains uncertain. 


Prospects. The Aviation Division has experienced a difficult start 

to the year following the industrial action taken by some members 

of Cathay Pacific's Fight Attendants’ Union. The first half of 1993 

is likely to see a continuation of the current climate of severe price 
competition within the airline industry although positive signs are 
appearing that some of the major economies outside the Asia-Pacific 
region are finally beginning to emerge from their lengthy recessions. It 
iS likely, however, that 1993 will be a more difficult year than 1992 for 
the airline, Swire Properties’ investment property portfolio has further 
increased with the recent completion of Devon House and continued 
growth in rental income is expected. Strong profit growth is expected 
from the Industries Division in 1993 and companies within the other 
divisions are well placed to benefit from improvements in market 
conditions. The overall outlook for the Swire Pacific Group remains 
encouraging. 


The Annual Report for 1992 wall be sent to shareholders on 21st April 1993. 
PDA Sutch 


Chairman | 
Hong Kong, 18th March 1993 


The Swire Group 
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[n addition to Uno, Shiseido has an HG 
line of "extra-hard mist," "quick-dry mist" 
and “water in mist.” Kanebo's Denali line 
has “water-spray” EX and “cool liquid” for 
men who want a light touch for their hair. 
Mandom, which has only a small share of 
market, offers a Produce Foam line that 
comes in "volume up" for the spiky look, 
“volume down" for the natural look and 
"straight" for long hair. These products 
range in price from Y600-3,000. 

Manufacturers of hair-sty ling products 
also learned from the women's market that 
product variation makes up only half the 
formula for success. Advertising, and lots 
of it, is also needed. 

The dominating theme in the promo- 
tion of men's hair-styling products is clean- 
liness and freshness. Shiseido likes to place 
the accent on youth in its commercials, 
while Kanebo emphasises natural settings 
and the ecologically friendly aspects of its 
products. 

To complete their soft selling, the com- 
panies also carefully choose actors to 
project an image of casual elegance. Along 
with its Oyamada poa Shiseido 
has also produced one with Sean Lennon, 
a teen idol in Japan and the son of Japan- 
ese-American Yoko Ono and former Beatle 
John Lennon. And Kanebo commercials 
have featured not only Lone, but also Dan- 
iel Day-Lewis, the British actor who won 
an Oscar for his portrayal of Christie 
Brown in My Left Foot. 

These commercials are a sharp contrast 
to those that appeared when Burson- 
Marsteller's Suzuki was growing up. 
Mandom, for example, scored a coup in 
the 1970s when American actor Charles 
Bronson, one of the film industry's leading 
macho actors at the time, agreed to pro- 
mote the company's products. 

"We want to show the classical image 
of an English gentleman, not just any 
movie star," Kanebo's Yasuda says. 

While companies use television com- 
mercials to win image acceptance for their 
hair-styling products, they use magazines 
to educate. Hotdog, Popeye, Fine Boys, Gainer 
and dozens of other magazines targeting 
men carry numerous stories oriented to- 
wards how to take care of hair, much of 
them generated by the toiletries companies. 
These articles are a dubious blur of edito- 
rial and advertising content, but they have 
proven to be an effective way to sell pro- 
ducts. 

But there is a potential for the men's 
hair-styling market to become unstuck a 
bit. Statistics show that Japanese men are 
starting to lose their hair at earlier ages be- 
cause of stress, air pollution and diet 
changes. As a result, the toiletries and cos- 
metics industry is spending billions of yen 
on research in an effort to find effective 
hair-growing products. “This will be our 
next big market," Kanebo's Yasuda prom- 
ises. E 
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AID 


Paris in 
the Spring 


Bangladesh prepares for 
tough donors’ meeting 


By S. Kamaluddin in Dhaka 


or poets, April is the cruellest month. 

For Bangladesh officials, it is the most 

chastening. For this is the month that 
they must make their annual pilgrimage to 
Paris to beseech donors for aid. 

Signs are, moreover, that they will re- 
turn from this year’s trip with less than 
1992's record US$2.2 billion in pledges. 
Donors are expected to take a harder look 
at Bangladesh’s ability to use effectively the 
aid money that has been showered on it, 
which they complain is lost too often in a 
bureaucratic swamp. 

Given the tough competition for aid, 
donors also are expected to underscore 
concern over Bangladesh's faltering priva- 
tisation programme and the government's 
inability to implement promised financial 
reforms. Moreover, in a significant depar- 
ture from past practice, the World Bank so 
far has refrained from giving an estimate 
of expected pledges at the Paris meeting. 

Bangladesh’s economy is at the cross- 
roads,” says a senior western diplomat in 
Dhaka, who says that the country must put 
its economic house in order quickly to keep 
aid flowing and take advantage of the mo- 
mentum that reforms have thus far gener- 
ated. 

Foreign aid accounts for 7-8% of annual 
GDP, so a tougher attitude by donors could 
have a dramatic impact on Bangladesh. 
The impact of an aid cutback would not be 
felt immediately because of the huge 
amount of aid — US$5.5 billion — that is 
in the pipeline. Indeed, total aid disburse- 
ments this year are likely to pass the 1990 
record of US$1.8 billion. 

But the tougher approach in recent 
months is a warning to Dhaka that the hon- 
eymoon which followed the ouster of 
former strongman H. M. Ershad in Decem- 
ber 1990 is over. Foreign donors generously 
supported the democratically elected gov- 
ernment which took power in early 1991, 
thanks in large part to Finance Minister 
Safur Rahman's enthusiastic commitment 
to reforms. But donors are running out of 
patience because of the new regime's in- 
ability to implement quickly the promised 
reforms. 

Ann Hamilton, the World Bank's re- 
gional director for South Asia, called for 
the elimination of “political, social and cul- 
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al obstacles to reform” and singled out 


ons as a particular obstacle during a visit 
Dhaka in March. “The labour unions,” 

e said, 
immes difficult.” 





-.tionalisation programme during the next 
. year. 
. The biggest problem remains the ailing 
| * ae sector, which employs one tenth of the 
country’s workers. Bad loans to the jute 
industry are equivalent to 15% of M2 
money supply. Any adjustment pro- 
gramme will have to be done gradually — 
but not, donors hope, too gradually. 
For all of the international aid commu- 
‘nity’s concerns, the Paris meeting nonethe- 
less will take place against a backdrop of 
cheery economic news in Bangladesh: the 
current-account deficit hag narrowed 





sharply from US$1.5 billion in fiscal 1990 - 


(which ended 30 June 1990) to US$632 mil- 


. increased revenues sharply. 
In spite of their blunt talk, the good 
macroeconomic news has cheered World 
. Bank officials. On her visit to Dhaka, Ham- 


Alton noted the country's "incredible" | 
progress in improving the balance-of-pay- | 
ments situation, increasing foreign re- | 


serves, higher tax collections and the in- 

creased domestic funding of development 
projects. “I have not known many coun- 
tries that have achieved so much in such a 
-short time," said Hamilton. 
.. Rinance Minister Rahman says that in- 
. vestment is picking up and the economy is 
^ gaining momentum. He estimates that sav- 
ings will double to 6% of GDP during the 
| 1 current fiscal year. 


he country's highly politicised labour un- | 


"are making the reform pro- | 


—. A pledge to cut 100,000 jobs from the | 
. Overstaffed state rail system by 1995 has | 
Started slowly, although all indications are |. 

“that the government will accelerate the ra- | 

iw vou wouldn't know that from look- 


i 


. Bangladesh officials also point to their | 
i sues in raising funds for development - 


as evidence that their reforms are paying | 


off. Although foreign donors accounted for 
virtually all of Bangladesh's development 
spending as recently as 1990, Bangladesh 
is now contributing nearly one third of the 


funds for its annual development pro- | 


gramme. 


But Bangladesh must do more than win | 


over an impatient donor group. Little has 
been done to attract the sort of foreign in- 
vestment that will, in the end, be the key to 
providing the jobs Bangladesh so badly 
needs. The senior western diplomat noted 
that in recent years dozens of shoe and 


apparel factories have moved to India and | 
_ lus for industry. Customs duties on a wide 


-Sri Lanka from higher-cost Asian countries. 
~ Bangladesh, however, has had little success 
attracting these kinds of labour-inten- 
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ombs, bullets and batons are the big 
stories from India these days. But 


ing at the economic numbers. 

Growth is estimated at an impressive 
4.2% in the fiscal year ending March 31. 
That is way up from the slow 1.2% GDP 
growth in fiscal 1991-92, when the govern- 


_ ment had to slam the brakes on imports, 


fiscal spending and bank credit in order to 
preserve dwindling foreign reserves. 
Moreover, the coming year looks even 
better: the Ministry of Finance expects 
growth to accelerate to about 5.5% in fiscal 
1993-94, And in spite of political strife, the 
government remains secure in parliament 
and has impressed investors with its pur- 


| suit of aia economic reforms i in its 
lion in fiscal 1992. Inflation has been nearly | 2: | TE: 

halved from 10% to 6% since 1991. Foreign | 
reserves — currently more than US$2 bil- |. 
lion — are climbing while tax reforms and | 
simplification of some tax regulations have | 


, India’s agricultural 
A production 


Industrial 
production 





budget for the new year. 

The agricultural sector led growth dur- 
ing 1992-93, with an estimated 5% increase 
in output. As another good spring wheat 
crop nears harvest, the country looks set 
for healthy farm-sector growth and plenti- 
ful supplies of grain for domestic markets 
for at least the next several months. 

Industry pulled itself off the floor in 
1992-93, but still looks groggy. Production 
for the April-October period was up 3.8% 
on the same period a year earlier. The gov- 
ernment expects this to edge up to 49 


_ growth for the full year compared with a 


small decline in 1991-92. 
The new budget contains a sharp stimu- 


range of capital goods, raw materials, 


| chemical intermediates and electronic com- 
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a- estimated at about 4.5% 
& assumes a rapid growth in revenues that . 
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age points in the budget for fiscal 1993-9. 
which begins 1 April. 
Moreover, consumer spending should. 
pick up, thanks to the sharp cuts in dome 
tic excise duties on cars, tractors, colou 
Tvs, white goods and other products, 
ginning 1 April. Year- -on-year gri 
should be especially strong in the first 
of fiscal 1993-94, because high inflatio 
a squeeze on credit at the start of 1992 
pinched consumer spending. 
Inflation came down to an estimated: 
7.8% in 1992-93, as measured by the whole- 
sale price index, from 13.6% the previous: 
year. This was due both to good weather: 
conditions and a cut in the fiscal deficit — 
from 8.4% of GDP two years back to about = 
5% in 1992-93. The 1993-94 fiscal deficit is. 
of GDP, butthis 











may turn out to be too optimistic. D 
In fact, reflecting the slimmer govern- — . 
ment deficit, credits to the commercial sec- 
tor rose sharply to Rs 210 billion (US$8 bil- — 
lion) in the first nine months of the fiscal — 
year, against Rs 71 billion in the same pe- 
riod a year earlier. | 

The external accounts are being 

watched closely. After the lifting of emer- © 
gency controls a year ago, imports have 
surged to an estimated US$25 billion ex- 
pected for 1992-93. Tu 

Exports have been slow to take off, but. 
were growing strongly at an annualised 
rate of over 15% from September to the 
end of November before being hit by the 
civil disorder in December and January. 
Export earnings for fiscal 1992-93 are esti- 
mated at about US$19 billion. 

The full convertibility of the rupee on 
the trade account, starting from 1 March, 
will help exports. So far, the rupee has sta- 
bilised at around US$1=Rs 31.50, against 
the Rs 28-29 composite rate under the old 
partial convertibility scheme. 

The current-account deficit in 1992-93 is 
expected to be about US$7 billion, or about 
2.8% of GDP, requiring some US$2.5 billion — - 
in exceptional financing. The effect of civil — 
strife on tourism earnings and the flow of 
non-resident deposits is yet to be revealed, 
but may add to the deficit. 

Confidence will also influence the con- 
version of foreign investment approvals — 
some US$2.3 billion since August 1991, 
when the current government's welcome 
mat was put down — into actual inflows. — 
The growth in approvals is impressive, if 
from a low base, rising from Rs 1.3 billion 
in 1990 to Rs 38.8 billion in 1992. NT 
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Suharto announces his cabinet, whose priorities include forestalling financial crises such as the recent Bank Summa fiasco. 


New Boys' Challenge 


Indonesia's Suharto has brought fresh blood into his cabinet, 
signalling a potential shift in economic thinking. Urgent problems 
among the banks will provide an early test for the new team. 


By Henny Sender in Jakarta 


Meet the Class of '93. 
Thirty-nine men and two 
women, they assemble on 
the steps of Indonesia's 
State Palace, flanking the 
paternal figure of Presi- 
dent Suharto. As they 
stand, hands clasped, for 
the official photographer, most permit 
themselves a half-smile of self-congratula- 
tion. And little wonder; fully half of them 
are entering the cabinet for the first time. 

One member of the line-up, though, 
may remember 19 March with particular 
satisfaction. He is Bachruddin Habibie, 
minister for research and technology. 

A brilliant, German-trained engineer 


who is one of the president's most trusted 
sJan TI-L:L:.L.-— .———— 1.2 Tu danacia’es 





industrial advance since 1978. To some sur- 
prise, he was not promoted when Suharto 
picked the team that will lead Indonesia 
for the next five years. The new cabinet, 
though, is widely seen as a victory for "eco- 
nomic nationalism," a con- 
cept of which Habibie is the 
acknowledged standard 
bearer. Four of the new 
ministers are said to be his 
acolytes, others allies; and 
potential opponents have 
been pushed aside. 
Outwardly, the new 
line-up represents the most 
important reshuffle of Indo- 
nesian policymakers, espe- 
cially on the economic 
front, for at least a decade. 
Gone are leading techno- 


erate iba tarmar nanco 





Habibie leads the 
economic nationalists. 


minister Johannes Sumarlin who laid the 
basis of growth by promoting exports, 
imposing fiscal discipline and welcoming 
foreign investors. Among those promoted 
in their stead is Ginandjar Kartasasmita, an 
advocate of import substitution, who takes 
over the national planning board, Bap- 
penas. 

Some fear “Habibienomics” may result 
in slower deregulation and usher in a more 
interventionist approach to 
economic policy. That may 
play better at home than 
abroad. 

“Indonesia must make 
itself a more attractive des- 
tination if it is to attract the 
share it needs of the capital 
flows in Asia,” says a for- 
eign banker who has been 
a longtime resident of Ja- 
karta. “If Indonesia drifts in 
the wrong direction, it will 
miss out.” 

A source close to the 
eavernment predicts that 
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liberalisation will continue, but at 
a slower pace, and that credit 
policies will be relaxed. But he 
has other concerns. “What really 
ought to be done is to keep the 
government out of business, as 
individuals, I mean. If the only 


way to get rich is to work for the 
government, no good can come 


out of it,” he says. 
The first test of how attractive 
Indonesia will be under new 


management is not difficult to 


spot. The gateway to any econ- 
omy is its financial system — and 
Indonesia's is creaking on its 
hinges. Last December's collapse 
of Bank Summa was the latest in 
a series of crises that have height- 
ened fears of a financial break- 
down. Loaded with bad debts 
and in many cases poorly man- 
aged, Jakarta’s banks (both pri- 
vate and state-owned) have be- 
come the Achilles heel of an 
economy that has in other re- 
spects made impressive progress 
in recent years. 

Cleaning up the banks, 
though, could be a tough chal- 
lenge for Suharto's new trium- 
virate of finance officials. Re- 
placing the veteran Sumarlin 
as finance minister is Mar'ie 
Muhammad, rewarded for his ef- 
forts on tax reform. Radius 
Prawiro's former remit as coordi- 
nating minister for the economy 
has gone to ex-planning chief 
Saleh Afiff, though in reduced 
form. And Sudradjat Djiwan- 
dono, previously a junior minis- 
ter, succeeds Adrianus Mooy as 
central-bank governor. 

Unless they act swiftly and 
surely, the financial system's 
credibility gap is likely to widen 
— with potentially damaging 


consequences. At worst, more banks may 
follow Summa into oblivion, though per- 
haps through mergers rather than dramatic 
failures. At best, Indonesian companies 
will struggle to raise finance, 
putting at risk the target of 6% annual 


growth that Suharto has set for 


(and probably final) term. The portents are 


worrying: 


P Jittery depositors pulled their cash in 
mini-runs on several banks in January and 
early February. The victims included Bank 
Central Asia, the largest private bank in 
the country, and Bank Bali, which is con- 
sidered the soundest. Some funds left In- 
donesia for Singapore while others shifted 
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Mar'ie Muhammad 
Finance Minister 
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of tax department (a non-cabinet 
post). Previously head of industry 
division at Directorate of Private 
Enterprises and State Enterprises 
Financial Development. Active as 
a Student leader in 1960s. 


Holds accountancy degree from 
University of Indonesia 


Governor of Bank Indonesia 


of Indonesia’s offshore borrowings, have 
reduced their lending. Prices on letters of 
credit have risen. Singapore bankers, an- 
other major source of funds, were “scared 
to death" in the wake of Bank Summa's 
collapse, an Indonesian fund manager re- 


thereby 


his sixth orts. 

> Foreign and domestic investment 
dipped in 1992. In part, this reflects a 
slowdown in activity as companies scale 
back expansion plans in the face of costlier 
finance. “We have had to screen and dou- 
ble-screen and triple-screen projects” to 
decide which should go ahead, says 
Augusto Nilo, group managing director of 
Sinar Mas, a paper, plantations and finan- 


from private banks to state-owned ones 


(which are regarded as fail-proof though 


some are in worse shape). 


> Foreign creditors are also pulling back. 
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Age 54. Formerly director-general 






cial conglomerate. 

The banking problems con- 
trast with Indonesia's progress 
elsewhere. Once heavily depend- 
ent on oil earnings, it has raised 
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Coordinating Minister for non-energy exports, particularly 
Economy and Finance in manufactured goods. Its cur- 
Age 62. Formerly minister of national rent-account deficit and foreign- 
development planning and chairman wes rien are RE 
: and inflation appears tamed. 
of National Development Planning Economic growth last year is put 
Agency (Bappenas). at 6%, down only slightly from 
Economics graduate of University of the year before. 
Indonesia; obtained masters degree But there has been a price. To 
at University of California at Berkeley control its foreign debt (now 
and doctorate in agricultural economics roughly US$80 billion), Jakarta 
from Oregon State University has had to impose tight controls 


on foreign borrowing. This step, 
coupled with anti-inflation meas- 
ures, had reduced credit and 
raised interest rates well before 
the Summa affair. High rates, in 
turn, have caused many borrow- 
ers to default, thus straining 
banks’ balance sheets at a time 
when they are striving to meet 
capital-adequacy targets. 

Until they have absorbed their 
bad loans, the banks have little 
choice but to sit on cash, restrain 
their lending and charge high 
rates. Many Indonesian compa- 
nies, though, are so highly 
leveraged that they need new 
loans to pay existing ones. That 
makes them especially vulner- 




















Age 54. Formerly junior minister of able to a credit crunch. 
trade. Previously assistant to trade “Australia has only one Alan 
minister and to coordinating minister Bond,” notes Anwar Nasution, 
for the economy. an economics lecturer at the 
' University of Indonesia. "Here, 
cepta pisc nie ioi everyone is an Alan Bond," he 
degree at University of Wisconsin and |  53Y5, recalling the Australian 
| tycoon who built — and lost — a 
doctorate in monetary economics and corporate empire through exces- 
trade at Boston University. sive debt financing. 





These problems pose a stiff 
test for Finance Minister Muham- 
mad. As director-general of the Tax Bu- 
reau, he acquired a reputation for compe- 
tence but not much experience in dealing 
with broad policy questions. His agenda 
now is far more complex, and far more 
critical. But some observers question 
whether he will make financial discipline 
his top priority. 

In his previous post, a source close to 
the government notes, Muhammad “toed 
the political line.” An Indonesian analyst 
adds: “The members of the old team had 
the stature to stand up to political pres- 
sure. | doubt the new boys will have that 
type of clout.” 

The distinction matters precisely be- 
cause so many of the banks’ difficulties are 
political in origin. They divide into two 
distinct sets of problems. On the one hand, 
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Having 
Down Syndrome 
doesn’t mean you can't 
reach for the stars. 


Or sometimes, 
even become one. 


Chris Burke, star of Life Goes On, isa 
shining example of what is possible when 
those with Down Syndrome are encouraged 


to achieve their dreams. The National Down 


Syndrome Society is proud to be a part of 
these accomplishments. Through research, 
educational programs and public awareness 
activities, NDSS has helped people with 
Down Syndrome to reach their goals. And 
sometimes even surpass them. 
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Paying the Price 


which would be bankrupt by 
any normal definition. On the 
other hand, there are the 
private banks, now paying 
for the excesses of an easy- 
credit spree during which “it 
seemed like the sun shone 
day and night,” as a local 
fund manager puts it. 

The state banks still domi- 
nate the financial land- 
scape. In mid-1992, they ac- 
counted for 61 total banking 
assets of Rps 127 trillion 
(US$65 billion). Weakened by 
years of lending to projects 
whose rationale was more 
political than economic, they 
are now desperately short of 
capital. 


oe) moving average, % change from year earlier 
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Because of their bad debts, Indonesia's banks 
have reduced lending and amassed cash (above). 
And the spread between lending and deposit 
rates — the banks' profit margin — has widened 
as they struggle to recoup losses (below). 


— 
Jan. '92 


The private banks have Interest rates (%) 
more than doubled in S30 
number in response to à 25- 


poorly policed deregulation 
drive that began in 1988. 
They were meant to provide 
competition for the state 
banks, gather deposits from 
more extensive sources and 
on-lend those funds in more- 
productive ways. It hasn't 
worked out that way. Many 
private banks were set up by 
business groups that saw in them a 
way to attract money for intra-group 
projects (often speculative real-estate ven- 
tures) while bypassing tiresome credit pro- 
cedures. 

Now both state and private banks are 
caught in a vicious circle of debt defaults 
and high interest rates. Prime lending rates 
remain above 21% while deposit rates can 
be as much as 10 percentage points lower, 
a spread that reflects the banks' need to 
recoup lending losses. 

What the banks are prepared to pay to 
attract savings can vary widely. Before it 
failed, Bank Summa offered the highest 
rates in town — and for those who know 
how to read them, the money-market 
screens still offer a quick guide to which 
bank is weak and which weaker. 

One way for Muhammad to bring in- 
terest rates down is to allow more foreign 
capital in. But if the lid is unclamped again, 
will he be able to ensure money goes 
to the deserving rather than the well-con- 
nected? 

The finance minister is seen to be closer 
to Habibie on government activism in the 
economy than to those like Sumarlin who 
preferred to set the rules and give the pri- 
vate sector its head. Muhammad "is more 
prime-the-pump oriented," says a local 
fund manager. Others worry that even if 
he wishes to uphold financial firmness, he 
lacks the stature to carry the day against 
opposition. 
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mounts a strong assault, can he hold it 
back?" a foreign lawyer muses. 

Yet if he backslides on discipline, 
Muhammad may come into conflict with 
Afiff. In the past, the post of coordinating 
minister lacked a strong institutional base; 
its incumbent can be influential but has no 
direct power. "As coordinating minister, 
you are really a messenger between minis- 
tries," the Indonesian fund manager says. 
"Everyone can tell you to take a hike. And 
if you both are stubborn, it can be really 
tough." 

Both Afiff and Muhammad are said by 
those who know them to be unyielding 
and confrontational — exceptions in con- 
sensus-loving Indonesia. Moreover, Afiff 
has had lots of experience in saying no. 
Before becoming head of Bappenas (the 
focus of the government's central-planning 
mechanism) in 1988, he had served on a 
panel that vets official contracts. 

"He will be adamant about prudent 
lending on the part of the government," 
predicts one staffer with an international 
organisation. The lawyer forecasts relations 
between Afiff and Muhammad will be 
characterised by "dynamic tension." 

Muhammad's working relationship 
with new central-bank governor Djiwan- 
dono is also likely to be very different from 
those of the previous incumbents. Former 
governor Mooy had been a protege of 
Sumarlin ever since the two worked at 
Bappenas in the 1980s. This made for har- 
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-strained the governor's already limited in- 


dependence. Structurally, the bank is sub- 
. ject to Finance Ministry control. Under 
. Mooy — always Sumarlin's man — it lost 
~ further ground. 

^. Additionally, respect for the central 
~ bank has been undermined by several 
-. bank crises. It failed to detect US$420 mil- 
lion in foreign-exchange losses at Bank 
-Duta in 1990. And though its refusal to 
rescue Bank Summa drew praise, the fact 
that fully 70% of the bank's assets were 
rotten showed supervision was once again 
lacking. "This is a central bank which 
cannot even produce accurate statistics 
in a timely fashion,” complains one Ja- 
panese banker based in Jakarta. The 
shortcomings were not necessarily Mooy’s, 
but his departure had nevertheless been 
widely foreseen. 

New governor Djiwandono may well 
try to restore the bank to its stature of 
10 years ago and make it less subordinate 
to the Finance Ministry. Most importantly, 
he will probably also want to toughen up 
the bank’s supervision, a policy Mooy him- 
self had stressed in his final months in the 
job. “The bank was not equipped with well 
developed instruments when we intro- 
duced deregulation,” Mooy admits. 

Thus, the new cabinet embraces poten- 
tially contrary currents. That may mean 
business as usual, with Suharto not merely 
refereeing between sparring personalities 
but deciding the important issues himself. 
“Once again, there will be a lot of give and 
take,” predicts the staff member for an in- 
ternational organisation. 

But fears persist. The principal one is 
that Muhammad “will put less focus on 
the stability of both the internal and exter- 
nal balance,” says a local banker. 

Others dismiss such apprehensions. 

They note that in Suharto’s February 
budget, the cash-gobbling state banks 
received only half the capital they re- 
quested, and curbs on offshore borrow- 
ing were renewed before Mooy left office. 
Suharto “will be careful,” says the ex- 
ecutive vice-president of an Indonesian 
private bank. "He knows he will be 
judged on the debt. And also, he has made 
quite a strong commitment to the World 
Bank." 
. Nor is it certain that the old faces will 
disappear entirely. In Indonesia, ex-minis- 
ters, especially those as long-serving as 
Sumarlin and Prawiro, frequently retain 
influence as unofficial advisers. (They also 
keep their offices for years after they lose 
their titles; abrupt departure has never 
been the style in Jakarta.) 

The focus of the world's attention, 
though, will be on the competence of their 
successors. Given the fierce competition 
Indonesia faces for funds, especially from 
Other emerging economies such as China 
and Vietnam, they have little room for 
error - 
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Unhealthy 
States 

Indonesia's government 
banks are ailing giants 


For years, most of Indone- 
sia'S state commercial 
banks have functioned 
less as banks and more as 
slush funds, allocating 
credits at the behest of a 
host of political interests. 
Or they have served as de- 
velopment agencies, lending to projects 
and causes that made little sense on a com- 
mercial basis. 

The five banks (see chart) became lim- 
ited liability companies last year. But as 
they remain 100% state-owned, their credit 
worthiness is still seen as identical to the 
government's. This is fortunate: several, at 


least, are believed to have negative net | 


worth by strict accounting standards. 

"The state banks have been too bur- 
dened," concedes outgoing central-bank 
governor Adrianus Mooy. "They have lots 
of debts related to subsidies and small 
credits." 


Recognising their desperate straits, the | 





Ministry of Finance — encouraged by the | 
World Bank — has started to get tough. | 
Bank Dagang Negara and Bank Bumi Daya | 
have been told there must be no net in- | 
crease in their lending this year — essen- - 
tially, because it is too expensive for the | 


ministry to continue pumping in capital to | 


cover their bad debts. 


Most of the state banks "aren't really - 
banks at all,” says the senior country of- | 
ficer for an American bank in Jakarta. - 
"There is no credit review or accountabil- | 
ity. When you meet the older bankers, you | 
are meeting a bureaucrat, not a banker. | 


They are part of the good-buddy system." 

Many foreign bankers see the state 
banks as caught in the middle of a tug of 
war between those who wish to clean them 
up and those who resist. Restructurings are 
hampered by corruption and credit con- 
trols sabotaged by kickbacks to lending of- 
ficers. 

“Flypaper,” says a foreign consultant, 
“is inefficient compared to the stickiness of 
some directors’ hands.” 

The banks’ annual reports are usually 
late and largely uninformative. In trying to 
assess their health, outside analysts are 
forced to rely on anecdotal evidence: con- 
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someone who knows a retired general who 
has borrowed Rps 150 billion and is repay- 
ing neither interest nor principal. 

“Nobody who values the idea of job se- 
curity can force repayment in such cases," 
says an Asia-based foreign consultant. 

The waters are further muddied by the 
relationships between state banks and the 
conglomerates that dominate Indonesia's 
economy. Such ties can be mutually ben- 
eficial. Favourably priced state-bank fi- 
nance may be critical to a company's suc- 
cess; the conglomerates, on the other hand, 
have the industrial muscle to advance the 
country's development goals. 

But there are risks: some borrowers, 
enjoying their official endorsement, are less 
punctilious than others about repayment. 
"They look on it as a grant, not a loan at 
all,” says a Hongkong-based analyst. And 
the banks' exposure to a single group fre- 
quently far exceeds prudential limits. At 
Bank Negara Indonesia, for example, an 
entire department caters to the needs of the 
Salim Group, the country's biggest busi- 
ness concern. 

How unhealthy are they? By one reck- 
oning, produced by a multilateral body, at 
least 20% of state-bank loans are non-per- 
forming (that is, no interest has been paid 
on them for three months or more). Many 
banking analysts speculate that the share is 
far higher. Even conservative estimates 
spell trouble ahead. For example, if only 
5% of Bank Bumi Daya's loans were non- 
performing, they would wipe out its Rps 
527 million capital twice over, according to 
an analyst Paul Shulte at Credit Suisse First 
Boston in Hongkong. 

Thus chastened, the banks have been 
less able to resist Finance Ministry efforts 
to instill greater discipline. Among the 
ministry's actions: 
> In October 1991, all offshore borrowing 
(state and private) was capped to try to 
restrain Indonesia's foreign debt. State 
banks' overseas fund-raising has since 
dropped sharply. 
> At the same time, the government set 
up a panel to vet big industrial projects, 
typically financed by state banks with for- 
eign loans. (Those controls were relaxed, 
however, last April.) 

P In September last year, the minis- 
try introduced even stricter controls 
in exchange for US$307 million 
which the World Bank provided to 





Adrianus Mooy. 


from clear, however, whether they can be 
returned to health within that time. 

Certainly, US$307 million (roughly Rps 
635 billion) is only a fraction of what will 
be required to fully recapitalise the state 
commercial banks. The World Bank has 
calculated that figure at Rps 9-12 trillion, 
contingent on how much cash the banks 
can realise from collateral backing bad 
loans. 

That may be a tall order; frequently, the 
asset backing is nowhere near the size of 
the loan. One example: land for Jakarta's 
still-to-be-completed Regent Hotel was 
bought with state-bank credit for four 
times its true value, according to a credit 
analyst who has studied the transaction. 

There are many ways to hide bad loans. 
Some are shuttled between branches. 
Others are kept on the books for years, 
with the borrowers receiving new loans to 
meet interest payments. An analyst with a 
Japanese securities firm says renegotiations 
of bad debts are often purely cosmetic. 
"That way [the banks] don't need to bring 
in capital to support losses," he says. 

To avoid the suddenly fierce eyes of the 
regulators, the banks are resorting to other 
ingenious devices. One, according to sev- 


State Banks 


Indonesia's government-owned 





eral banking sources in Jakarta, is to 
provide loans for real-estate speculation 
from the banks' pension funds, rather than 
directly from the banks themselves. 

Such subterfuges, however, are not the 
only factor undermining Finance Ministry 
efforts to stiffen banking controls. The min- 
istry’s actions are also heavily circum- 
scribed by political influences, some com- 
ing from the presidential palace. 

In mid-1992, for example, the ministry 
replaced all the state-bank presidents — all, 
that is, except the head of Bank Bumi Daya, 
one of the most troubled state banks. Many 
analysts saw this as a sign of the ministry's 
weakness, noting that Suharto has the final 
say on state-bank appointments. A foreign 
banker says of the Bank Bumi Daya chief's 
survival: ^I attributed it to the weight of 
his black book." 

[n other cases, state-bank directors have 
succeeded in restoring loans for question- 
able projects despite Finance Ministry op- 
position. One of the “mega-projects” 
scrubbed in 1991, for instance, was the 
Chandra Asri petrochemical plant, to be 
built in West Java. The US$1.6 billion 
project, led by two businessmen close to 
Suharto, and including the president's sec- 
ond son, has since been reborn as a nomi- 
nally foreign-owned undertaking — thus 
escaping the 1991 credit controls. 

Despite these many loopholes, how- 
ever, grim realities are being acknowl- 
edged. The state banks can no longer af- 
ford to roll over bad loans indefinitely. 
“When you are paying out over 20% on 
deposits and not receiving any interest, it's 
a bit of a black hole," notes a Dutch bànker. 
Credits are questioned more closely at all 
levels. “The state banks are getting better," 
reports the head of a major Indonesian 
industrial group. "They never used to 
check you. Now they actually get out of 
their offices and come round to your facto- 
ries." 

Moreover, not all state banks are in dire 
straits. Bank Ekspor Impor Indonesia, con- 
sidered the most exempt from memo lend- 
ing, has put its house in order with advice 
from Morgan Guaranty of the US. And 
Bank Negara Indonesia, which was almost 
closed in the 1970s because its bad 
debts were so high, is now more 
soundly managed. Not least, news 
that the state banks will report steep 
drops in earnings for 1992 is wel- 


ON(HO2 OONIH 


recapitalise the state banks. Then fi- commercial banks Assets* comed by those who are tired of the 
nance ite ee Sumarlin in- (Rps trillion) illusion that the banks are in reason- 
stituted monthly meetings with his able shape. 
sick charges at which ne were ex- » Bank Rakyat Indonesia 22.8 The probit though, is to reform 
pected to report their progress in re- — » Bank Bumi Daya 22.8 the state banks and introduce disci- 
ducing risky assets. Sumarlin also pline into their lending without 
called for an end to “memo lending,” » Bank Negara Indonesia 21.3 starving the economy of credit. The 
a reference to politically tied loans. » Bank Dagang Negara 20.0 lending limits that have been im- 
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BANKING 


The Morning After 


Jakarta’s private banks nurse sickly loan portfolios 


Want a personal status 
symbol? A Mercedes- 
Benz, say — one previous 
owner; cheap; good condi- 
tion? Talk to Bank Niaga. 
It's been getting plenty of 
experience in the car busi- 
ness lately. Every month 
last year, it auctioned cars seized from cus- 
tomers who failed to keep up loan repay- 
ments. 

Jakarta-based Bank Niaga wasn’t the 
only source of a cut-price Mercedes: Astra 
International also sold its corporate fleet 
as its majority shareholders vainly tried 
to rescue their privately owned Bank 
Summa. 

Distress sales and the Summa fi- 
asco are just part of the price corpo- 
rate Indonesia is paying for a wild 
party of cheap, easy-to-get credit that 
was triggered by the 1988 banking 
deregulation. In its aftermath, new 





able. The Salim Group has Bank Central 
Asia, the biggest private bank (see chart); 
the Sinar Mas group owns Bank 
Internasional Indonesia, ranked No. 3. 

Nor do similarities end there. Bank 
Summa, like most other private banks, was 
a newcomer. It was created from an exist- 
ing bank in 1988 — the same year that de- 
regulation triggered an explosion in the 
number of new bank licences approved. 
And it held no monopoly on mismanage- 
ment. Pan Indonesia Bank, Bank Sam- 
poerna Internasional and Bank Pacific, to 
name three, are known to have financed 
questionable, intra-group deals in the past. 
They escaped Summa's fate only through 
state intervention. 


Private Banks 
Indonesia's top 10 
































base, you could get a loan.” 

Regulators were hard pressed to keep 
up. The number of headquarters staff at 
Bank Indonesia, the central bank, shrank 
by 3%, to 4,471, between March 1989 and 
March 1991: it, too, was losing staff to the 
new entrants. “They opened up the gates 
and realised too late what happened,” says 
a banker representing a major Asian bank 
in Jakarta. 

Part of the problem with the new breed 
of banker is cultural. “Their mentality isn't 
right,” a senior central-bank official says. 
"Their background wasn't in banking; it 
was commercial. They just look for loop- 
holes." (Only recently did Bank Indonesia 
rule that private-bank directors must have 
at least three years' experience.) 

Mooy, the former central-bank gover- 
nor, compares the owners of the private 
banks to the proprietors of Indonesia's 
warongs, the small shops that stock daily 
necessities. When a warong owner runs 
out of sugar at home, says Mooy, he nips 
down to his store and plucks a packet 
from the shelf — making no distinc- 
tion between his private and com- 
mercial interests. "Everything gets 
$ mixed up," says Mooy. 

Some of these problems were not 
critical as long as interest rates re- 


lending remains stifled as banks at- — ^ Bank Central Asia = 12.5 mained low. But when Jakarta 
tempt to overcome the problems of — y Bank Danamon 4.6 sharply tightened monetary policy in 
their existing loans. And the credibil- the so-called Sumarlin Shock of Feb- 
ity of Indonesia's financial policies is — * Bank Internasional Indonesia — — 4.4 ruary 1991 (after former finance min- 
EN ow in bind e ae BÉ were immediately crippled by the 
o one in Jakarta was sur- | were e 

prised that by the time Bank Summa ^ Bank Umum Nasional 3.5 carrying cost of their debts. As they 
cans — roughly 70% ofits total an (eae BE ound messi in te tome Ros 
oans — roughly 70% of its total loan > 
portfolio — was non-performing. > Bank Bali 3.3 having traditionally financed their 
Two things, though, did shock Indo- — » Bank Niaga $3. long-term lending with short-term 
nesia's financial community: the » Bank | 3.0 money. T 

government's unprecedented deci- Duta ; . Deregulation — intended to spur 
sion to let Summa fail, and the spec- — y Pan Indonesia Bank 2.5 the state banks towards efficiency, 
tacle of Summa's owners, the fasi 1009 ua and suck in capital from hitherto 


Soeryadjayas, losing control of Astra 
as they sold shares to pay Summa 
creditors. 

If the Soeryadjayas' pockets were not 
deep enough to support Summa, what did 
that say for the many other Indonesian 
banks that are backed — comfortingly, it 
had seemed — by big business groups? 
Opinion in Jakarta remains divided over 
the Summa fiasco. The authorities and 
some local bankers see it as an isolated 
case. “Think of Bank Summa as a front — 
not a bank at all," advises one Indonesian 
banker. ^A deliberate milking of deposi- 
tors." 

To other local and foreign bankers, 
Bank Summa was merely an extreme 
example of a basic problem: that the 
ownership structure of many Indonesian 
private banks is unhealthy. Like the 
Summa Group, other businesses have set 
up banking arms, and use them for pur- 
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Indonesia's push for financial reform 
drew praise when it began. But it is now 
clear that Jakarta's monetary authorities 
embraced deregulation with more passion 
than prudence. Bank licences were granted 
to virtually anyone who applied. The mini- 
mum capital requirement was set at a mere 
Rps 5 million, an error of judgment that 
was compounded when reserve require- 
ments were cut to a paltry 2% of deposits, 
down from 15%. 

In this freer atmosphere, outstanding 
loans surged by 50% in two years; in three, 
the number of private commercial banks 
shot to 135 from 64. Banks poached each 
other's staff. Bank Niaga, for example, lost 
250 of its 3,600 personnel in just a few 
months. | 

"Everyone offered you money; every- 
thing looked feasible," recalls an Indone- 
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untapped sources — suddenly 

seemed to be failing on both counts. 
Despite their problems, most private 
banks managed to meet a capital-adequacy 
target of 7% of risk-weighted assets by 31 
March this year. They are on track to raise 
this to 8% by December, according to Bank 
Indonesia. 

Furthermore, banks are supposed to be 
syndicating loans and reducing their expo- 
sure to any one borrower, in compliance 
with prudential limits introduced in 1990. 
And in some cases they are. More com- 
monly, however, the banks are swapping 
loans. In theory, this should also reduce 
risk, but many such exchanges are accom- 
panied by implicit guarantees that serve to 
further confuse the true picture of a bank's 
financial health. 

"Indonesia may have an open financial 
system," notes another foreign consultant. 
“But if anything, it is becoming less trans- 


EMERGING BOND MARKETS IN SOUTHEAST ASIAN ECONOMIES 


International Conference - April 23 , 1993 - Singapore 





international Chamber of Commerce 


Presents 


assive infrastructure spending is now a necessity for 

Asian countries wishing to sustain their current fast- 
paced growth. Raising money for transportation, 
telecommunications, healthcare and other public works 
projects will require support from active bond markets. 
Last year's Dragon Bond issues received widespread media 
attention and raised over $600 million. Yen-denominated 
Asian bonds due out this year are already generating high 
expectations. Even in those Asian countries with relatively 
undeveloped bond markets, policy makers are now promoting 
the growth of debt securities markets, as evidenced by the 
recent creation of regional securities commissions. 
The ICC, as the world business organisation, has therefore 
decided to encourage these developments by hosting a 
high-level international conference in cooperation with 
several of the world's foremost financial firms and interna- 
tional organisations. 
Some ofthe most important questions that will be addressed 
by these key decision-makers include: 

¥ Enlarging the number of bond issues 

v Expanding the supply of capital from investors 

y Promoting participation in the secondary markets 

y Creating an efficient clearing and settlement 
process for the South East Asian debt securities markets. 


Date and venue: 23 April 1993. Hotel Marina Mandarin 
Singapore, from 9 Am to 5 Pm. 


With Sponsorship from: 
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Py orcus way to turn a profit. But Tan 
5ri Vincent Tan isn't likely to com- 
plain about the apparent award to his 
Berjaya Group of a M$6 billion (US$2.3 bil- 
lion) contract to build Malaysia's first na- 
tionwide sewerage system. 

Tan is one of a handful of chief execu- 
tives in Malaysia to benefit from the gov- 
ernment's decision two years ago to accel- 
erate a decade-long effort to place hun- 
dreds of public-sector activities into the 
hands of entrepreneurs. Never mind that 
Berjaya, which has interests in property, 
tourism and gambling, has no expertise in 
public sewerage projects. 

How Berjaya secured the contract, 
which was not open to public tender and 
has yet to be announced, is the subject of 
rife speculation in Malaysian business cir- 
cles. The Berjaya chief is best known for 
his corporate raiding and highly leveraged 
business tactics. 

Sources close to the government say 
Berjaya received approval more than a 
month ago from Finance Minister Datuk 
Seri Anwar Ibrahim to proceed with the 
sewerage project, which will provide cen- 
tral sewage-disposal facilities for more than 
40 municipalities in peninsular Malaysia. 
They say. the project's first phase is to be 
financed with funds allocated under Ma- 
laysia's sixth national-development pro- 
gramme, announced in 1991. The govern- 
ment is also to provide a M$500 million 
-soft loan to cover start-up costs. 

. According to the sources, Berjaya is to 
form a consortium with North West Wa- 
ter, a British utilities company that will pro- 
vide technical expertise. Another player is 
Ghazi Hasbullah Ramli, a Berjaya Group 
executive director. Besides Berjaya's stake, 
both he and Tan will have personal inter- 
ests in the project. 

The sources value the initial stage of the 
project at about M$2 billion. But some ana- 
lysts say the contract's total value could 
surpass M$6 billion, as work on the sewers 
will continue after the government's devel- 
opment plan expires in 1995. 

The sewerage project could alleviate a 
major problem for Malaysia, which has yet 
to develop central facilities for sewage dis- 
posal. The oversight has made the whiff of 
human and commercial wastes as common 
in Kuala Lumpur as it is in remote villages. 

According to government statistics, 6.3% 
of Malaysia’s 18 million people did not 
-have sanitary facilities of any kind in 1990. 










here There's Muck 


. Malaysia's Berjaya Group poised to win sewer contract 


A Berjaya executive who requested ano- 
nymity refused to comment on the sewer- 
age project, except to say North West Wa- 
ter has delivered a proposal to the Finance 
Ministry to build a national system. Such 
soft-pedalling on information about the na- 
tional sewerage project by government and 
Berjaya officials is fuelling speculation that 
money politics are involved. Tan, who do- 
nates heavily to charities for the dominant 
Malay population, is a friend of both Prime 
Minister Datuk Seri Mahathir Mohamad 
and Anwar. 

Complaints of favouritism are under- 
scored by Berjaya's relative lack of experi- 
ence in public works. Although Berjaya is 
involved in small road-building projects in 
Malaysia, it has never built anything the 
size of the national sewerage project. 


billion. 





million on a 20% revenue increase to M$1.8- 


Tan's love of gambling and the appar- 
ent favour in which he is held by the Ma 
laysian Government has also drawn prc 
tests from conservative Malays who frown 
on legalised betting. In November, the- 
youth wing of the United Malays National. 
Organisation, the dominant organisation in. 
the ruling National Front coalition, argued 
at the party’s annual meeting that too 
many government contracts were being 


awarded to Tan and other businessmen in =; 


the ethnic Chinese and Indian communi- 
ties. E 
Anwar's office was not available for - 


comment, but government officials have ` p 
brushed aside suggestions that politics 
were involved in work meted out to x 


Berjaya. 


But the denials have not silenced Taws © 
critics. Tan’s main competitor is Multi-Pur- = 
pose Holdings, a diversified gaming come © - 
pany controlled by Lim Thian Kiat.Sources ^. 


close to Multi-Purpose say Lim is lobbying 
Chinese officials in Peking to overturn the 


lottery rights awarded to Berjaya in Guang- _ P 


dong by the provincial government. They 


BE say Multi-Purpose is close to securing four 


If Berjaya has won the contract to build 
the sewerage system, it would be just the 
latest success for the group. On 1 March, 
Tan said the company would open a rep- 
resentative office in Peking and invest 
US$100 million in projects in China, rang- 
ing from amusement parks and golf 
courses to lotteries and horse-track betting. 
Berjaya has also been given approval to 
create and manage a computerised social- 
welfare lottery in Canton, the capital of 
Guangdong province. 

 Berjaya's China foray, if successful, 
would add considerably to the company's 
earnings. In the fiscal year ended on 30 
April last year, the company's pre-tax 
profit fell 219: from a year earlier to M$103 





gaming licences of its own in China. 

Multi-Purpose's efforts to derail 
Berjaya's expansion in China could be 
helped by intensive fighting between pro- 
vincial and central government officials 
vying for the right to determine which of 
the half-dozen Malaysian betting compa- 
nies applying for licences would do the 
best job. 

Analysts say it is too soon to tell which 
company will gain an advantage in China, 
though they point out that there are 
enough gaming opportunities in the coun- 
try to keep Malaysian companies from hav- 
ing to undercut one another. 

Berjaya also faces hurdles at home, and 
analysts say technical obstacles could 
sharply reduce Berjaya's earnings from the 
national sewerage plan. Some state govern- 
ments and municipalities, for example, are 
reluctant to use the consortium's services 
because it may be cheaper to undertake the 
work themselves, while some urban cen- 
tres have already drawn up plans to up- 
grade their sewerage systems. Moreover, 
there is no way for the federal government 
to force localities to use the consortium's 
services, as sewerage projects fall under the 
purview of state officials. 

Because of these problems and Berjaya's 
need to improve its balance sheet, some 
analysts say the company may not have 
enough resources to take on the sewerage 
project as well as its China expansion. They 
say any new debt could stretch the com- 
pany to the limit. 

Last year, Tan began to sell assets to 
pay off some of Berjaya's estimated M$1.8 
billion debt load. Analysts believe Berjaya 
is still in debt by M$1 billion. " 
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Chips With Everything 


Japan may lose in debate over managed trade 


Jonathan Friedland in Tokyo and 
Ed Paisley in Seoul 


} apan won a battle when it met a tar- 


get for semiconductor imports im- 
posed by the US, but the victory may 
be short-lived. 

The surprise 20 March announcement 
that foreign semiconductor makers had for 
the first time captured one fifth of Japan's 
chip market allowed Japan to sidestep, at 
least for now, a nasty dispute with the US. 
But the triumph may have paved the way 
for defeat in the broader war over man- 
aged trade. Japan’s success in meeting the 
20% goal provides ammunition for trade 
hawks in the US administration. They 
claim that managed trade — setting nu- 
merical targets for imports and exports — 
gets results. 

Speaking on 17 March at a trade confer- 
ence organised by the hardline Economic 
Strategy Institute, Laura Tyson, the chair- 
man of Clinton's Council of Economic Ad- 
visers, hailed the US-Japan semiconductor 
agreement for helping to increase Ameri- 
ca’s access to the Japanese market. She 
stated that “occasionally” clinching mar- 
ket-sharing arrangements in other sectors 
would be one of several ways to “push for 
results with Japan.” 

Executives at US electronics firms in 
Tokyo say the inclusion of a numerical 
market-share target in a 1991 bilateral 
was the 





Yawata, president of LSI Logic Japan. “If 
there was no target, no one would have 
challenged the task at hand.” 

US Trade Representative (USTR) Mickey 
Kantor, who had been hinting at retalia- 
tion, called the result a “very positive de- 
velopment,” while US Semiconductor In- 
dustry Association president Andrew 
Trocassini termed it a “milestone.” 

Good as it may seem, the long-running 
fight for a bigger share of Japan's semicon- 
ductor market is not over. Kantor tem- 
pered his praise by reminding the Japanese 
that the agreement still has three more 
years to run. And he noted that it called for 
"gradual and steady growth" in the for- 
eign share of the market after crossing the 
initial 2096 benchmark. 

Foreign semiconductors took a 20.2% 
share of the Japanese market in the fourth 
quarter of last year, a sharp jump from the 
15.9% share in the third quarter. The in- 
crease was largely due to a sudden surge 


in purchases by Japanese companies and a 
steep contraction in the recession-affected 
Japanese market. Analysts expect the for- 
eign share of the market to drop in the first 
quarter of this year. 

Even so, the pattern appears to have 
changed. "In previous downturns, 
Motorola and other foreign suppliers sut- 
fered disproportionately," says Nippon 
Motorola managing director lan McCrae. 
“It was different in the 1991-92 downturn." 
Thanks to close collaboration with Japanese 
manufacturers, especially car makers, 
Motorola’s chips have been designed into 
products, assuring them of future sales. 
“We've had steady year-to-year increases 
in sales and I don't think that will change," 
says McCrae. 

Japanese officials are now in the curi- 
ous position of claiming that setting nu- 
merical targets does not work and that 
markets must remain free. "We are a mar- 
ket-oriented economy so we cannot prom- 
ise any market share to be taken by foreign 
products," says Sozaburo Okamatsu, the 
director-general of Miti's international 
trade policy bureau. 















Okamatsu called the current semicon- 
ductor agreement "a bad example of an 
arrangement between two free-market 
countries." One Western diplomat in To- 
kyo characterised Okamatsu's statements 
as "a bit rich,” given the Japanese Govern- 
ment's frequent use of cartel arrangements 
to prevent excessive domestic competition. 

The Miti official’s statements appeared 
to be aimed at heading off calls for more 
managed trade, particularly for hi-tech 
products such as supercomputers and ad- 
vanced materials. 

But the trends have been apparent for a 
good while. In negotiations with the Bush 
administration, Japan agreed to targets for 
purchases of cars and car parts. During 
Bush's 1992 visit to Tokyo, Japanese car 
makers agreed to increase the purchase of 
US car parts from US$9 billion in the year 
ended in March 1991 to US$19 billion by 
fiscal 1994. 

The Japanese are now finding that man- 
aged trade is a slippery slope to be caught 
on. "The EC is also taking a keen interest 
in our bilateral talks with the US,” says 
Miti's Okamatsu. "If Japan promised mar- 
ket share in specific sectors to the US, the 
EC will also want the same thing. We can- 
not agree to it." 

The Japanese Government argues that 
revving up its own economy would be the 
best way to boost imports. To give this ar- 
gument more punch, Tokyo is preparing a 
new ¥14-20 trillion (US$120-175 billion) 
stimulus package in advance of Prime Min- 
ister Kiichi Miyazawa's mid-April visit to 
Washington. 

While it may make economic sense, the 
pump-priming argument is not expected 
to impress proponents of managed trade 
in the Clinton administration. "Sectoral 
problems create even more friction be- 
tween the US and Japan than macro- 
economic policies," says Cornelia Meyer, 
an analyst at Union Bank of Switzerland in 
Tokyo and an adviser to the Minister of 
International Trade and Industry, Yoshiro 
Mori. 

Managed trade has clear winners, un- 
like broader economic policies. “Sectoral 
agreements have target dates and volumes, 
results are apparent and specific constitu- 
encies have an interest in their successful 
completion," Meyer adds. 

The same week that the foreign share of 
Japan's semiconductor market was an- 
nounced, the US resolved an anti-dump- 


_ ing suit against South Korea's semiconduc- 


tor makers. Although the South Koreans 
got off lightly, they were chastened by their 
experience with US trade policy. 

Last October, Samsung Electronics, the 
largest South Korean chip exporter, was 
pounded with preliminary anti-dumping 
duties of 87% by the US. Not surprisingly, 
the firm quickly raised prices, much to the 
delight of its Japanese and American rivals. 
But when final penalties were announced 
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business. "We ca 
but conflict will a 
market share," 
Samsung Electronics 
Ironically, the S 


conductor agreement modelled on the US- 
Japan one. The idea was to avert dumping 









a ‘South Korean market for semiconductors 
¿cand related products. But the US side re- 


gain. 
With a US administration only weakly 


numerical targets to help win export sales. 
Japan will probably be the most prominent 
target. Kantor's Advisory Committee for 
Trade Policy and Negotiations, a panel 
comprising about 40 top businessmen, rec- 
-ommended in February that the US should 


which would result if commercial consid- 


achieve the targets within a given period 
- would trigger bilateral discussions and 
-= possibly lead to retaliation. 


. semiconductor agreement with Japan, set- 
..ting the 20% target. According to Kantor, 


tion in that approach . 
- regard to strategic industries." 


concern for this subject." 


Market share targets were debated at - 
length at the Economic Strategy Institute | 
conference, with even prominent free trad- | 
ers agreeing that they may have to be used | 
| Stephen Marvin, the head of research at 
_ Jardine Fleming Securities Seoul branch. 


as a last resort. 
And the Japanese are worried by the 


new direction. A senior US trade official - 
sums up the mood in Clinton's administra- 
tion: "Nothing is sacrosanct; anything is | 
possible. We're not constrained by particu- | 
- lar ideologies.” "E 
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Cut and Run 


im Hong Shik of | Seoul opts for ‘managed’ recovery programme 





was hit with final | 


e happier" about the | 


he he modest penalties, the US | 
in looking for new | 


we increase our - 
Say one researcher at | 


anic. That, ina word, sums up why 
South Korean President Kim Young 
Sam on 19 March opted to postpone 
economic liberalisation measures. Instead, 


= _ Kim turned back to the bureaucracy and 

: Koreans only three - 
months ago had wanted a bilateral semi- - 

| _ did so much for the country in the 1970s 

and 1980s. 

.. duties by providing better data to the US | 

~~ and by promising specified shares of the — 


big business in hopes of generating another 
export-led growth boom of the sort that 


In a televised speech, Kim vowed to 
boost the economy by cutting government- 


| regulated interest rates and speeding up 
E _ fiscal spending. However, Kim took a big 
- jected the proposed deal because it did not _ 

trust the South Koreans to keep to the bar- | 


step away from economic liberalisation 
with his controversial call for a wage and 


| price freeze, which he asked South Koreans 
| to embrace "spontaneously" in order to 
committed to free trade, more American - 
firms are likely to ask Washington to set | 


"truly revitalise" their faltering economy. 
Kim's s speech dashed the hopes of eco- 


, nomic reformers inside and outside the 
| government who had counted on the new 
, president to seize the chance for change 
_ that his new administration enjoyed. Com- 
|, ing as it did less than a week after he 
| sacked the independent-minded central 
press Japan to agree to "temporary quanti- | 
tative indicators" in sectors where invisible | 
import barriers persisted. These indicators - 
should "reflect a level of global imports : 
| South Korea's worst economic situation in 
erations were the sole determinant of the - 
level of [Japanese] imports" in a particular - 
sector, the committee said. Failure to | 
_ stampede Kim into adopting measures to 
_ their liking. Kim “is a dedicated reformer, 
| but he is no economist,” says an analyst at 
; In fact, the US used a concept similar to | 
this when it negotiated the original 1986 - 
_ istration is running scared. The govern- 
, ment has been steadily cutting unofficial 
"there is great interest in this administra- | 
. especially with | 
. 1.6976 — and some private economists be- 

Kantor told Congress in a hearing in | 
March that Clinton himself discussed nu- | 
merical quotas with the committee mem- - 
bers, “which might indicate his interest and 
| showed no apparent improvement and 


bank governor, Kim's speech highlighted 
disarray in the country's economic policy- 
making establishment. 

The new president is grappling with 


more than a decade. The country's en- 
trenched bureaucrats and big businesses 
used the parlous state of the economy to 


a local brokerage firm. 
It is easy to see why the new admin- 


estimates of fourth-quarter economic 
growth — the latest figure was a paltry 


lieve that the economy may have even con- 
tracted during the period. GDP grew 8.4% 
in 1991. 

The first three months of this year 


Kim has decided that this is not the time to 
experiment with economic reform. "Liber- 
alisation isn't coming this vear as Kim can't 
risk torpedoing the economy," savs 


In the days following the speech, gov- 
ernment ministries released a grab-bag of 
proposals to cut red tape in some parts of 
the economy while imposing new govern- 
ment controls elsewhere. Officials also an- 














nounced that interest rate liberalisation arx 
the introduction of a real-name financia 
system (which would outlaw the use 
aliases in financial transactions) would. b 
postponed. | 

Under Kim's plan, the bureaucrats wi 
continue to direct credit to sectors favoured ` 
by the government and enjoy enhanced | 
power to set prices and wages in the local 
market. In return, businessmen should. get - 
some breathing space in 1993 after six con 
secutive years of double-digit wage ris 
They can also hope for some freedom from 
bureaucratic meddling in other areas o 
their businesses. ; 

This is exactly what business wants. ^t E 
is a fortunate development,” a senior offi- 
cial from the Federation of Korean Indus. 
tries says of Kim's programme. UE 

Under Kim's 100-day plan, more than _ 
1,000 government regulations are to be 
eased or scrapped. Most of the changes, |. 
however, involve lifting — rather than _ 
abolishing — ceilings on various financial’ 
and reporting requirements. E 

For example, general trading com- 
panies' foreign-exchange holdings will be 
lifted to US$100 million from US$10 mil- 
lion, while the amount of funds that can be 
transferred overseas will rise to US$2 mil- 
lion from US$1 million. Land-use restric- 
tions will also be eased, but limits will be 
placed on vaguely-defined "speculative" 
activities. 5 

Overall, bureaucrats will see their pow- = 
ers to interfere in the domestic marketplace 
enhanced as they try to control price rises |. 
and browbeat companies and unions into 
accepting a one-year wage freeze. The Min- —. 
istry of Finance will also retain its control ^ 
over the financial system and is expected 
to steer more credit to favoured sectors. n 

The ministry will also cut regulated in- 
terest rates later this month by at least one 
percentage point, driving three-year corpo- 
rate bond yields below 10%. 

However, economists question just how 
much stimulus will result from Kim's plan. - 
Many industries are suffering from over- . 
capacity, while others are postponing in- 
vestment pending further falls in rates. E 

With liberalisation postponed, attention — . 
is shifting to the release of the new five- > 
year economic plan at the end of June. - 
That, Kim's advisers now say, is when he . 
will unveil his deregulation measures. The | 
uncertainty in the run-up to the announce- _ 
ment could worsen the current economic — 
sluggishness, resulting in cries from busi- 
nessmen and bureaucrats to put off reform 
yet again. n 
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Freer to Choose 


Singapore opens retirement fund for stock investment 


a :e Stock Exchange of Singapore has 
i | finally found something to cheer 
- about. Officials say up to $$22 bil- 
. lion (US$13 billion) could start flowing into 

the exchange in September as a result of a 

„rule change regarding how Singaporeans 
can invest their contributions to the Cen- 
tral Provident Fund (CPP), the country's 
. social-security programme. 

In the past two years, investors have 
. increasingly lost interest in the local stock- 
market, largely because of better perform- 
ances by the Stock Exchange of Hongkong 
and the Kuala Lumpur Stock Exchange. 
When he announced the plan in parliament 
on 15 March, Labour Minister Lee Boon 
Yang said the move “will encourage more 
Singaporeans to make . . . investment 
choices for themselves." 
| But the Stock Exchange of Singapore 
may be counting its dollars too soon, as the 
stockmarket could end up seeing only a 
small portion of the cash available. Ana- 
lysts point out that a plan initiated by the 
government in 1986 to allow people to in- 
vest some of their CPF money in authorised 
Singapore stocks has drawn only about 


45% out of 5$14 billion available. 


Nonetheless, the stock exchange stands 
-Sto benefit from the government's new plan 
^ even if only, say, 25% of the estimated total 
< of available funds flow into the market. 
- Daily turnover on the exchange averages a 
little more than $$100 million, or about 75% 
less than that in Hongkong, while new list- 
ings last year raised only $$5.1 billion. 
The government's new investment plan 
has two parts: a Basic Investment Scheme 
. and an Enhanced Investment Scheme. The 
Basic Investment plan is designed for CPF 


> members with a net balance of at least 


$833,800. The Enhanced Investment 


< Scheme is for members with a net balance 


<- -of least $$50,000. 
s Both accounts will allow members to 
_ withdraw up to 80% of their CPF funds for 
¿7 investment in any Singapore stock. Mem- 
^. bers qualifying for the Enhancement In- 
. vestment Scheme will also be allowed to 
invest in unit trusts, fund-management 
plans, endowment-insurance policies and 
Singapore Government bonds. 
The participants in the plans will be al- 
lowed to keep dividends and capital gains. 


.. The cpr Board, however, will deduct any 


... losses from members’ accounts as well as 


the imputed value of what the funds 


. would have earned in interest if they had 
^. remained in the fund. 


Analysts say a large portion of the 
newly released funds are likely to be used 
by Singaporeans for the purchase of shares 
in many of the government-owned com- 





(COMPANIES 


Shooting 
the Pianist 


. Japan's Yamaha Corp. 


panies scheduled for privatisation in the - 
next two to three years. These companies | 
are considered by brokers as safe invest- | 


ments. 
The government first allowed the use of 


when it gave the go-ahead to property in- | 


ceeds plus any gains from the sale of in- | 
vestments be put back into CPF. Five years - 
later, it allowed 40% of the savings in the | 
account to be invested on the Stock Ex- | 
change of Singapore and up to 10% of the - 
| “Eguchi has to leave as a way to allow 
CPF funds are invested in Singapore - 


funds to be invested in gold. 


Government bonds, which currently paya 
2.6% annual interest rate. This has allowed 
the government to finance cheaply the con- 


struction of infrastructure without having | 
SEN: _ Hiroshi and his father leave the board. 


g 


CPF funds for investment purposes in 1981, 





removes top managers 


Corp., the world’s largest maker of 
musical instruments, had finally had 
enough of the family that ran the firm since 


vestments with the condition that the pro- | 1927. On 19 March, Hiroshi Kawakami re- 


signed as executive director. But there is a 
twist to the story. 

Hideto Eguchi, the man chosen in Feb- 
ruary 1992 to turn around the company, 
has also stepped down as chairman. 


Hiroshi to exit gracefully,” says an analyst 


| based in Hamamatsu, the town west of 
. Tokyo where Yamaha is headquartered. 
_ Eguchi was groomed by the Kawakamis 


ON AVH 


and feels he owes it to them to go when 


That may be so, but the moves raise 


| many questions about the future of 


| | Yamaha. Eguchi was given a free hand to 


to raise more expensive loans on the open 
market. Now, the country's major infra- 
structure is complete, and CPF funds are 
accumulating at about twice the rate of 
withdrawals because of the country's 
youthful population. 

At the end of last year, CPF accounts to- 
talled $$51.5 billion, up from $$40.6 billion 
in 1990. Contributions were $$9 billion last 
year and 588.1 billion in 1991, while with- 
drawals amounted to $$5.4 billion and 
S$4.6 billion. As a result, analysts say, it is 
in the government's interest to free more 


CPF money for other uses rather than face - 
8B 


pressure to pay higher interest rates. 
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. make whatever changes he felt necessary. 


Recurring profit peaked back in 1980; in 
the year to March 1993, sales are estimated 
to have fallen 11% to Y340 billion (US$2.9 
billion) and recurring profit to have halved 
to ¥3.5 billion. 

A Yamaha spokesman put a brave face 
on Eguchi's departure: "He has already 
laid down the direction of future policies, 
and others will implement them effec- 
tively.” He added: "Our personnel prob- 
lems are resolved. We can now fully con- 
centrate on restructuring the firm." 

Analysts say Eguchi was too slow in 
trimming the 10,900-strong workforce, 
which needs to be cut by at least a quarter. 
The job now falls to the president, Seisuke 
Ueshima. He plans to change the firm's 
emphasis by using the Yamaha Music 
Foundation, where millions of people have 
taken music lessons, to promote the com- 
pany's products. 

Yamaha Corp. rose to fame in the 1930s 
when Hiroshi's grandfather, Kaichi, cap- 


| tured 85% of Japan's piano market. Kaichi's 


son took the firm on a big overseas expan- 
sion. Now, Yamaha has less than half the 
Japanese piano market, and the revenue 
contribution from electronic musical instru- 
ments is declining, too. 

Hiroshi gained his chance to improve 
things when he became president in 1982, 
amid charges of nepotism. His departure 
marks the end of an era. " 





THAILAND 

Sia Song Charged 
Investor Song “Sia Song” 
Vatcharasriroj and 11 others 
were formally charged on 18 
March with illegal trading in 
shares of Bangkok Bank of 
Commerce. The 12 were 
arrested four months ago for 
alleged share manipulation 
and breach of disclosure rules. 
Song denies the charges. 





MALAYSIA 
New Mara Chief 


The government on 17 March 
named senator Nazri Tan Sri 
Aziz as chairman of Majilis 
Amanah Rakyat, or Mara, a 
scandal-plagued trust that 


lends to bumiputra businesses. 


He replaces Tamrin Ghafar, 
son of Deputy Prime Minister 
Abdul Ghafar Baba, whose 
two year-term expired on 15 
January. 


CHINA 

Private Wealth Grows 
Private assets in China 
amounted to Rmb 1.8 trillion 
(US$310 billion) in 1992, 
compared with Rmb 1.4 
trillion in state-owned assets, a 
State Statistics Bureau official 
said. Private assets included 
bank savings, cash and 
securities but not housing, in 
which Chinese invested Rmb 
120 billion in 1992. 


VIETNAM 
Foreign Loan Syndicated 


Three international banks 
syndicated what is only the 
third foreign loan for a 
Vietnamese project since 1975. 
The US$12 million facility, 
organised by Britain's 
Standard Chartered Bank, 
France's Banque Nationale de 
Paris and Singapore's 
Overseas Union Bank, is for a 
joint-venture hotel project in 
Ho Chi Minh City. The two 


previous such loans were 
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East Japan Railway heads for privatisation. 


provided by French banks 
with French government 
guarantees. 


Pepsi Plans Production 


Pepsi Cola signed a deal with 
Ho Chi Minh City’s 
International Beverages Co. to 
become the first of the 
American soft-drinks giants to 
make and distribute its 
products in Vietnam. The joint 
venture will begin as soon as 
the US lifts its trade embargo. 





TAIWAN 

Banks Target Vietnam 
The Finance Ministry 
approved requests from three 
banks to set up offices in 
Vietnam. Cathay Trust & 
Investment Co. and Farmer's 
Bank of China plan to open 
branches; International 
Commercial Bank of China is 
to open a representative 
office. 





SOUTH KOREA 
Telecom Accord 


Regional telecommunication 
officials, meeting in Seoul on 
19 March, approved the start 
of a US$100 million submarine 
optical-fibre cable project that 
will link South Korea, Japan 
and Russia with other regional 
networks. Work on the 1,700- 
kilometre network will begin 
in June. Completion is 
expected in 1995, 


JAPAN 
Railway to Be Privatised 


Half the shares of state-owned 
East Japan Railway Co. will be 
listed on the Tokyo Stock 
Exchange in the fiscal year 
beginning on 1 April, the 
Ministry of Transport said on 
18 March. The proceeds will 
be used to reduce the huge 
debts of the former Japan 
National Railways. 


CAMBODIA 
Currency Plummets 


The riel collapsed in value to 
6,000 to the US dollar on 19 
March from 2,800 a day 
earlier, causing food prices to 
skyrocket. Pork quadrupled to 
16,000 riels per kilogramme 
and rice jumped nearly 10-fold 
to 2,000 per kg. The riel 
recovered to 3,200 on 21 

March while commodity prices 
stabilised at nearly twice their 
original levels. Analysts 
speculated that the riel's slump 
was caused by fleeing 
Vietnamese migrants who 
were dumping the currency. 


PHILIPPINES 
Power Loan Stalled 


The World Bank suspended 
talks with National Power 
Corp. (Napocor) on a US$250 
million loan because the 
Supreme Court is blocking an 
11% rise in power rates 





NOOHOD d ikea 


proposed by Napocor. The 
delay will affect a plan to 
build a power plant on Leyte 
and to link the electricity grids 
in Luzon and the Visayas. 





HONGKONG 
China Radio Links 


Hongkong-based China 
Advertising Liaison said on 23 
March it has won sole rights 
to sell commercial time on 
Shanghai People’s 
Broadcasting Station to foreign 
advertisers. It will also supply 
programming from US 
broadcaster ABC Radio. In 
February, Metro Broadcast 
Corp. linked up with Peking’s 
China Radio International to 
supply music programming 
nationwide. 





SINGAPORE 
Privatisation Shelved 


The Civil Aviation Authority 
of Singapore will not be 
privatised, Communications 
Minister Teo Chee Hean said. 
The authority, which provides 
air-traffic services, had been 
targeted in 1987 for 
privatisation. It will 
concentrate on establishing 
Singapore as an air-traffic hub, 
the minister said. 
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HONGKONG 
China’s Friend 


L ast October, Charles Lee, chairman of 
the Stock Exchange of Hongkong, re- 
turned from a trip to Peking and an- 
nounced that the exchange will list nine 
companies from China. On 21 March, a 
newspaper report alleged that Lee's law 
firm, Woo Kwan Lee & Lo, would receive 
assignments in connection with listing at 
least four of the nine. 

Some members of 
Hongkong’s financial com- 
munity have been quick to 
cry foul. “He clearly used 
his position to secure busi- 
ness,” says a merchant 
banker who has also repre- 
sented China companies. 
“At least he ought not to be 
surprised by the reaction.” 

Is such cynicism justi- 
fied — or just sour grapes? 
After all, the prospect of a 
billion listings has trig- 
gered fierce competition 
that has stirred old enmi- 
ties and added some new 
ones. Charges and countercharges have 
flown more freely than mandates since the 
nine were named. And both the potential 
issuers and their regulators in Peking are 
subject to a barrage of information — not 
all of it accurate — about those who want 
to participate. 

Lee, however, is staying above the fray. 
Lee’s law firm said he had made no public 
comment, and did not know if one was 
planned. Efforts to elicit an official response 
from the stock exchange were unsuccess- 
ful. One source close to the exchange did 
venture some information, though. “Mr 
Lee is a busy man,” he says. “He spends at 
least 75% of his time on exchange business 
— all for free.” 

The suggestion that Woo Kwan Lee & 
Lo will receive a disproportionate amount 
of the legal work in the flotations of the 
Nasty Nine (as Hongkong stockbrokers call] 
them), is open to varying interpretations. 

“They are the only Chinese firm with a 
substantial corporate finance practice. They 
are getting a slice on their own merit,” 
notes the source close to the exchange. 
“They get 25% of the new listing business 
in Hongkong.” 

The charges, the source claims, can be 
traced to the excluded: American law firms 
which have had offices in Peking for years, 
and British firms that have always received 
the bulk of legal work at the exchange. 


Charles Lee. 






SHROFF 


However, Chim Pui-chung, who repre- 
sents the securities industry in Hongkong’s 
Legislative Council, says he will raise the 
matter with Financial Secretary Hamish 
Macleod. Chim (who was censured by the 
exchange in 1990 for making a false market 
in securities) has always been close to the 
local brokers, who have not been happy at 
their loss of power as bigger players take 
over the exchange. 

Although he is chairman of the ex- 
change, Lee does not sit on the Listing 
Committee, which will decide whether the 
Nasty Nine meet Hongkong’s listing re- 
quirements. But one stock 
exchange staffer privately 
admits: “There is a percep- 
tion problem even if there 
is no suggestion of the de- 
liberate selling of favours or 
a failure of integrity.” 

Such perception prob- 
lems aren't likely to dis- 
appear anytime soon. In 
Hongkong, as in most self- 
regulating markets, the 
committees that police be- 
haviour consist of market 
participants. Merchant 
bankers, for example, make 
up the takeovers committee. 

And what, says Shroff, is friendship but 
the exchange of mutual advantage? 

m Henny Sender 
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What Meltdown? 


W ith the Tokyo Stock Exchange's 
Nikkei stock average blithely bounc- 
ing along in the 18,000-19,000-point range 
as the end of the fiscal year approaches on 
31 March, the men at the Ministry of Fi- 
nance can pat themselves on the back for a 
job well done. The gods spake; there will 
be no financial system meltdown. And at 
the time of book closure, there was not. 

The question is: can the Finance Minis- 
try men keep this up until there is some 
real, honest-to-goodness positive news on 
the corporate spending and earnings front? 
After all, gravity doesn't have to be con- 
stantly defied, just occasionally so. And the 
ministry has proved itself adept so far at 
picking its moments. 

After grinding away at asset inflation in 
the market from the end of 1989 onwards, 
the ministry realised it had gone too far last 
August. Out rolled a Y10.7 trillion (US$92 
billion) stimulus package that included a 
hefty chunk of public lucre for market-sup- 
port operations. In went the orders to major 


institutional investors not to sell shares and 
to companies not to issue new ones. Out the 
window went accounting consistency; life 
insurers, regional banks, trust banks and 
brokers were allowed to dress up their 
books in sundry ways. 

Stage 2 of what's been dubbed the 
“price-keeping operation" got under way 
in early March. What a contrast with last 
year, when the Finance Ministry played 
down calls by the ruling Liberal Demo- 
cratic Party for a big slug of good old-fash- 
ioned Keynesian stimulus. This time the 
mandarins got behind LDP policy-making 
council chief Hiroshi Mitsuzuka's an- 
nouncement that another big package was 
in the offing. In fact, they went a step fur- 
ther: while Mitsuzuka said the package 
might total Y14 trillion, officials put the 
word out that Y20 trillion might be a better 
order of magnitude. 

The public-relations exercise, which is 
also intended to give Prime Minister Kiichi 
Miyazawa some political ammo for his 
mid-April visit to Washington, has been 
buttressed by a new wave of government 
buying. This was made possible by the re- 
lease of around ¥1 trillion in funds from 
the 1992 supplementary budget, held in 
reserve to make a bridge to 1993 budget- 
ary allotments. Another Y6.6 trillion, about 
half of which can be used for equity invest- 
ment, will be released on 1 April. 

There are other elements that have been 
used to buoy the rally. For instance, the 
securities industry association organised a 
little get-together for 500 analysts to talk 
about the impending privatisation of one 
of the government's railway companies, JR 
East. The message here: if the government 
is willing to drop US$3 billion or more of 
new equity into the market, things must be 
looking up. Traders lost little time in piling 
into issues that would theoretically benefit 
from the JR East listing. 

While few analysts expect the market to 
collapse come April, Shroff believes that 
there are two caveats to keep in mind 
when assessing the Tokyo Stock Ex- 
change's return to form. The first is the 
state of corporate profits. They remain dis- 
mal, as do indicators on private capital ex- 
penditure. Restructuring has only just 
started, unlike in the US, where the surge 
in the Dow Jones Industrials Average has 
been predicated on improved numbers. 
The second is the behaviour of individual 
investors, key to sustaining the nascent bull 
run. Securities investment trusts and tokkin 
managers have been buying like crazy over 
the last three weeks. They require new cash 
flow from customers to keep it up. And so 
far, the money isn't materialising. 

m Jonathan Friedland 
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Return to Profit Growth 
Profit after taxation + 8% 
Earnings per share + 8% 
Dividends maintained 





“Ma darin Oriental’s reputation for excellence combined with its strong 





balance sheet will enable the Company to take advantage of the continued | 


growth in travel in the Asia-Pacific Region. The first quarter of 1993 is in line. | ; 


with expectations and prospects for the year are encouraging." 


Simon Keswick, Chairman 
18th March 1993 









Share of profit of associates _ (0124 — 13.3 

Net interest expense — REEL ONCE RUN. 
Profit before taxation || 481 .. 484 | 
Taxation : | 

— Company and subsidiaries 
associates - 
Profit after taxation 
Minority interests 
Profit attributable to Shareholders 
Dividends _ 
Transfer to reserves 
Shareholders' funds 















Earnings per share 


Mandarin Oriental International Limited [89 A member of the Jardine Matheson Group 
Incorporated in Bermuda with limited liability S 


The final dividend of US¢3.59 per share will be Pane On 9th June 1993, subject to approval at the Annual General Meeting, to Shareholders 

on the register at the close of business on 8th April 1993. The share registers will be closed from 13th to 16th April 1993 inclusive. The dividend _ 

will be available in United States Dollars, Hong Kong Dollars or Sterling. Shareholders on the Jersey branch register will receive United States ' 

Dollars while Shareholders on the Hong Kong branch register will receive Hong Kong Dollars, unless they elect for one of the alternative 

5. De A notifying the. adig Dd registrars or transfer agents by 14th May 1993. Shareholders whose shares are held through the Central 
y. 9 


pository System in Singapore (^ DP") will receive Hong Kong Dollars uniess they elect through CDP to receive United States Dollars. i: 


Bangkok e Hong Kong * Jakarta * Macau e. Manila e San Francisco + Singapore eS 
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| GRANDES ECOLES IN FRANCE. 





C]. global marketplace. 


experience abroad. 


For QUALITY response... advertise in this section 





he only directory 









A 13-15 month program in English, 
^ interested in developing entrepreneuri 


| Global Vision: participants choose Eu 


Fax and Telex D 























Ecole Nationale des Ponts et Chaussées (founded in 1747) 


D “THE MASTER IN INTERNATIONAL BUSINESS IS A 
"ANTERNATIONAL MBA PROGRAM AT ONE OF THE MOST PRESTIGIOUS 


$5 INTERNATIONAL FINANCE 
MANAGEMENT OF TECHNOLOGY 
MARKETING AND GLOBAL STRATEGY 


‘International Faculty: drawn from a roster of outstanding professionals 
and entrepreneurs from around the world. 


Multinational Environment: 60 students represent an average of 25 
nationalities. ENPC is located in the heart of Paris. 


Entrepreneurial Spirit: each student builds his own curriculum based on 
his professional objectives and the overall framework. 


©: MIB Admissions, Ecole Nationale des Ponts et Chaussées 
© 28,rue des Saints-Peres, 75343 Paris Cedex 07, France 
i "5 Tel: G3 D 42 6034 13 Ext 1162 Fax: (33 1) 40 15 93 47 


the | 





the MIB is geared to professionals 
al skills which can be applied in the 


ropean, American, or Pacific Basin 


options combining study in Paris with programs and professional 
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China Fax & Telex Directory is a 
vital communications tool for all 
China traders. Compiled from our 
own database, it provides the most 
comprehensive listing of up-to-date 


. and accurate telex and fax numbers 


of all the significant organizations 
in China. Indexed in four ways, 
you'll find it easier and more 
convenient to use: 


M AL Alphabetically listed 
.2. Industries Geographically 


listed 


5 3, Numerically listed — Fax 


4. Numerically listed — Telex 


Improve Product Cost 
at least 10% 


| THE KEMPTER GROUP | 
| 1517 Emerson Avenue | 
MoLean, VA. 22101 USA 


Request quote 
FAX 001-1-619-726-9993 
Voice 001-1-619-726-9992 


Certified Value Specialist 
and Cost Analyst 





DEGREE COURSES 

Take a Masters degree in Business | 
Administration (MBA) entirely at home 
anywhere in the world, Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, | 
Education, Engineering, International 
Law, Languages, Sciences, etc. 


Knightsbridge University, Dept. 
| FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 81 58 14 


| Price: Hong Kong — HK$190 + HKS25 for postage 


| INVESTMENT OPPORTUNITY 
$500,000 — $1 Million needed to 











Hines, Have numerous international 

‘inquiries. Just back from int'l trade 
show in Chicago. 

Stock royalty or interest. 

Ph: 805-966-1194 Fax: 805-568-0811 

















This space is 
reserved for 
Classified 
Advertisements 


Reservations 
should be 
addressed to: 











Far Eastern Economic Review, 

GPO Box 160, Hongkong 
Tel: 5084473 

Telex: 66452 REVCD HX 


Order your copies now 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 503 1526 Tel: 508 4300 


















Please rush me copy/copies of the China Fax and 
Telex Directory 1993 as indicated: 


rnm ir Ar i anan yum rie eee er havea hfe 


mayman a  — P PA ER 






a Elsewhere — US$34 (including airmail postage) 
| No. of copies ERN 


Clieneloese 02000 in 
payment thereof (cheque payable to The 
China Phone Book Co, Ltd) 

CBH me [O BH my company |... 
| CU prefer to charge | | 

credit card (tick one): 

L1 Visas 

LJ Amex 
Card No: D UE 
Sigasture: o re rr a 





.to my | 


— Án 


0 MasterCard 
[2 Diners 
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manufacture newly patented product 





International Classified Manager 










| Ofganisations interested: 
modern offshore company 
insurance laws providing: 
regime for: me 


B Offshore Banks. T. ipi 
& Banking ^ Ania 


M Captive Insurance WP Ship Reg 





BM Access EC and NW Asset Protection E 
PTA Trusts Pct 


WB Fund Management B Freeport 
Companies 





ME Secrecy and o 
Confident £ 
provided by Law |. 


W Ordinary 
Companies Annual 
Fees USS 1,500 





WB Tax Treaty Network with UK india, 
Germany, Malaysia, etc 

Write, fax or telephone 

Sunil Banymandhub £s ACA MS ras BSc iens 

Managing Director for a 

complimentary explanatory memorandum 

or an exploratory discussion. 

INTERNATIONAL 

MANAGEMENT 

(MAURITIUS) LIMITED 

Les Cascades Building, Sth Floor, 

Edith Cavell Street, 

Port Louis, 

Republic of Mauritius 

Telephone: (230) 212 9800 

Facsimile: (230) 212 9833 


want 


To place your 
classified ad, 
fax: Hong Kong 


(852) 5031537 or 
call: 
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ASSIFIED ADVERTISEMENTS 





| American university 















How to get an 


degree without 
going to the USA... 


Richmond College, the American International University in 
London, invites you to apply for one of its U.S. accredited 
university degree programmes leading to the MBA, BA or AA 
degrees. Small classes, a full range of extra curricular activities, 
internships and excellent accommodation. . 

To find out about the best in American education abroad, send 
for our brochures: 

MBA Programe Office (Dept. FER), 

Richmond College, 16 Young Street, London W8 5EH, England 
Tel: 071-938 1804 Fax: 071-938 3037 or 

Undergraduate Programs Director of Admissions (Dept. FER), 
Richmond College, Queen's Road, Richmond, 

Surrey TW10 6JP, England | 

Tel: 081-940 4487 Fax: 081-332 1596 







Graduate degree: MBA 
Undergraduate degrees: 
Business Administration 
international Business 
Computer Science 
Engineering 
Mathematical Sciences 
Economics 
English Literature 
History of Art 
Studio Art 
Political Science 
Psychology 
Sociology 
Anthropology 







Richmond College, 
the American 


international 
INTERNATIONAL EDUCATION University 
in London 


IN A CLASS OF ITS OWN 






for 


£18,890 per annum 








Researcher - Mainland South East Asia 


Amnesty International needs a Researcher based in London to investigate human rights violations in 
several countries in South East Asia. You will document cases, prepare reports, advise on strategy and 
initiate actions by Amnesty International, in relation to the full range of its concerns, including prisoners of 


conscience, political killings, torture and the death penalty. 


You will have specialist knowledge of one of the following countries: Myanmar, Cambodia or Vietnam. You. 
will also be familiar with the political situation elsewhere in the region. You must have proven research and 
writing skills, the ability to be impartial, sound political judgement and the ability to work in and be 
responsible for the management of a team. Good English and fluency in relevant South East Asian 
languages are essential and a knowledge of relevant political and legal systems is highly desirable. 


Closing date for receipt of applications: 14th May 1993. 





amnesty 
international 


Review Classified Sections 






For further information and an application form please contact: Personnel 
Office. International Secretariat, Amnesty international. 1 Easton Street, 
London WC1X &DJ Tel: 071-837 3805 (24 hr ansaphone) Quote ref no RD-5. 





The classifications available in this section are as follows; when booking, please state your 





Hong Kong 5084473 
Singapore 2203720 
Tokyo 32700251 
Bangkok 3913275 
Sydney 3639736 
Jakarta 20123 
Taipei 7677390 
| Manila 8273950 
| Seoul 7856665 
: : London 3340008 
| New York 8086618 
| Auckland 4192243 





requirements: 

. M « 
Appointments Education Property — ,« 
Business Equipment Fellowships Positions Wanted 


Publications _ 
Residential Schools... 
Universities 


Hotels & Accommodation 
Investment Opportunities 
Notices 


Perconal 


Business Opportunities 
Business Services 

Conferences & Exhibitions 

Conrses & Seminars 


We've got the future 
on the right track. 


AEG demonstrates its know- 
how in the field of rail systems 
using new environmental and 
economic solutions. You'll find 
our state-of-the-art technolo- 
gies in everything that rolls on 
rails from ultra high-speed 
intercity express trains to lo- 
comotives, from light rail vehi- 
cles to fully automatic people 
movers. AEG's rail transport 
components and equipment 
combine matchless engineer- 
ing with superior systems 
compatibility. So we can keep 
the world moving and use less 
of its precious resources. 


AEG's areas of activity: 


Automation 
ə 


Electrotechnical Systems 
and Components 


m 
Rail Systems 
* 
Domestic Appliances 
c 
Microelectronics 
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it’s time to cast your shadow on a changed scene. This is the 
year to have your vacation penne come true. Whether it’s 
an adventure trip in the Rockies or a i He spreein 
London. Put yourself where your shadow longs to be. Call 
your travel agent or Swissair. Do it now. Time is everything. 








"E Me" by Linda 
Benedict-Jones. 
Part of Swissair's 


Time & Motion 
Series. 


An exhibit. 
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Trading Deficits -. ,,,, 








Figures hide more than they reveal 


he should ask the Chinese. Although the People’s Repub- _ 
lic still has a long way to go before it can be considered a | 
market society, the Chinese pursuit of this goal has given — 
them keen insights into the artificial nature of some of the - 
measures by which they have been judged. Take the US$18 | 


: 2 | f Bill Clinton wants to understand trade deficits, maybe | 


billion trade surplus China has run up with Uncle Sam. 


While the Clinton administration threatens to get tough on | 
| W Ronald Reagan signed the semiconductor 


Peking unless this imbalance is reduced, the Chinese com- 
plain that it is not their fault. 


They have a point. The graph below shows that from _ 
1987 to 1992 both Hongkong and Taiwan reduced their | 
trade surpluses with Uncle Sam at the same time China's - 
has ballooned. A trade official in Washington would prob- . 
ably conclude that Hongkong and Taiwan were making ; 
progress while China was not. But the Chinese would point : 
out that Taiwan and Hongkong have simply exported their | 
surpluses by shifting production to the mainland. And in- | 
__ bottle, the Japanese are now furiously trying to resist. 


deed the graph shows that the 
“combined deficit has remained 
"remarkably the same at about 
- US$28 billion. Only the relative 
proportions have changed. 

At times the Chinese have 
even suggested that the Taiwan- 
ese or Hongkong products as- 
sembled in China and export- 
ed hould be labelled "Made 
in Hongkong" or "Made in Tai- 
wan." That has usually been 
greeted with patronising smiles. 
But the fact is that the Chinese 
have grasped the larger point 
about trade deficits: they hide 
more than they reveal. Is a 
Honda made in the US Ameri- 
can or Japanese? What about 


| BE Surpl s 


s (A zoro-sum game? * 


Tandon computers, a US firm owned by an Indian who uses | 
Taiwanese components and Korean chips? Most of us | 
wouldn't dare guess, and if we did we wouldn't know what | 
. Asian chip-users. 


it meant. 5o what makes us think our politicians do? 


Now there are two ways to react to this kind of informa- 
tion. The first is the bureaucratic impulse, which would be | 
_ ingly omnipotent Miti. In the intervening decade, however, 


to look at such graphs, conclude that someone is "cheating," 


and then look for ever more complicated formulations to | 
calibrate trade. The other, more profitable way is to realise | 


that the trade theory of comparative advantage works. 


Trade deficits and surpluses are normal and foe a sign of | 
underhanded dealings. Back in the 1960s and 1970s, the - 
Hongkong financial secretary, Sir John Cowperthwaite, was - 
considered something of a reactionary because he refused | 
. spective trade ministries in Tokyo and Washington. a 


to allow the government even to keep most of these figures. 





Today it looks as though he might simply have been ahead 


of his time. "ü | E * 


Chips Ahoy 


The costs of managed trade 


agreement with Japan back in 1986, little did any- 

one know that the most free-market American 
president ever may have been sowing the seeds of a man- _ 
aged-trade regime. The irony has become especially acute 
now that the targeted goal has finally been met: a 20% share 
of the Japanese chip market for foreign (read: US) manufac- 
turers. For having got a taste of managed trade, the Ameri- 
cans are now looking to extend the semiconductor agree- 
ment to other industries. Having let this genie out of the 


In other words, the Americans are now pursuing the 


|, wrong policy (numerical quotas) for the right reasons (to 
| open markets) while the Japanese are left defending the 
_ right policy (no numerical quotas) for the wrong reasons (to 
_ keep foreign imports out). True enough, the Semiconductor 
, Agreement “worked” in the sense that the 20% goal was 
. reached. But guaranteeing a given industry a set share in a 
. national market is a far cry from prying open a closed one. 
. Indeed, because no government arrangement can take into 
| account all the variables in a world economy, the effect of 
. all fixed-market arrangements is to expand a cartel rather 
_ than open trade. 


Because any such intervention inherently favours some 


| players over others, it’s also worth pausing to consider the 
| opportunity costs of the semiconductor agreement before 
hailing its “success.” 
. doubtless delighted to have a guaranteed niche in the Japa- 
| nese market, we doubt that American chip-users — the per- 


While American chip-makers are 


sonal-computer makers who are responsible for the US lead 
in information technology — appreciated seeing the prices 
of their chips double or even triple as a result. Ditto for 


Back in the early 1980s, it may have been plausible to 
think that this was the only way to compete with a seem- 


we have seen the rise of the personal computer, the decline 
of both IBM and Cray, and the hundreds of millions of dol- 
lars Japan Inc. invested in high definition TV made moot 
overnight by the digital system of a small, upstart firm in 
California. Our guess is that we will all do better tomorrow 
by trying to keep our markets open to innovation and com- 
petition ‘rather than leavi ing them to be divided by the re- 








LETTERS 


Letters intended for publication must include the writer's name and address. 


All letters are subject to editing for length, 





Not So Strange 

Hamish McDonald and Jayanta Sarkar 
[Rupee Free at Last, COVER STORY, 11 Mar.] 
report that Finance Minister Manmohan 
Singh made a "strange-seeming" choice 
when he invoked Swami Vivekananda at 
the end of his budget speech. 

Not at all strange for those who know 
the cultural history of modern India. In- 
deed, a highly significant invocation, given 
the current bigotries of religion and caste 
plaguing India. For Vivekananda was the 
first of the great prophets of modern Hin- 





duism. Consider his watchwords, subse- 
quently taken up by others: "help and not 
fight," "assimilation and not destruction," 
"harmony and not dissension." 
Strange-seeming invocation? Quite the 
contrary. It was a stroke of genius, at once 
cultural and political. Three cheers for Fi- 
nance Minister Manmohan Singh! 
V. N. DEVA 
Bloomington, Indiana 


With reference to your article The Money 
Juggernaut [11 Mar.], I wish to draw your 
attention to an important error. 

Your correspondents quote political 
pollster Pranoy Roy as describing L. K. 








HONG KONG * 
* LATIN AMERICA. FOR RESERVATIONS, PHONE AUSTRALIA, ALL AREAS (008) 222 431 


ALL AREAS (0120) 222 332 * 
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Advani and A. B. Vajpayee as "soft-line 
people" in the Bharatiya Janata Party. 1 
don't mind calling Vajpayee a soft-liner, 
but to call Advani the same is ridiculous. 
It was Advani who started the rathyatra 
(procession) in 1990. Despite the govern- 
ment's warnings, he misled people nation- 
wide. His speeches before 6 December con- 
tributed much in raising the anti-Muslim 
feelings that finally brought down the 
mosque at Ayodyha together with the loss 
of many lives. How can such a person in- 
volved in those activities be described as a 
soft-liner? 
SARIKA DUBEY 
Kanpur, India 


Cold Warriors 

The tone of your recent editorials seems to 
reflect your Master's voice: that of an 
unreconstructed Cold Warrior, as typified 
by Winston Lord, the new spear-carrier. 

Gatt Lost [EDITORIAL, 18 Mar.] is a case 
in point and bears all the symptoms of a 
victim of the mote-and-beam syndrome. 

If eligibility to join the Gatt depends on 
one's behaviour to one's neighbours, then 
the US must be a candidate for expulsion. 
It was found guilty by the International 
Court of Justice as having infringed the 
territorial rights of a sovereign state — 
Nicaragua — not to mention its bloody 
deeds in Vietnam, Cambodia, Chile and 
elsewhere. 

Incidentally, the activities of Britain in 
Ireland make Perfidious Albion another 
prime candidate for expulsion. I live in 
hope that one day within my lifetime, even 
propagandists can become illogical. 

ADRIAN CHAN 
The University of New South Wales 
Sydney 





P.S. I have a $5 bet that you will not have 
the courage to publish this letter. 





WHY THE HILTONS 
STAY AT RENAISSANCE. 


"As business travellers for thirty. years, 
we ve found Renaissance Hotels to rank 
among the best. The service and the 
facilines stand out. Also, the employees 
are very pleasant and the atmosphere is 
very relaxing. Renaissance will certainly 
be our future hotel of choice on trips.” 


x : 
Bruce aad Carmen Hilton from North Carolina, atter a stay 
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Not Us 

Your article Floating Without Froth [18 
Mar.] contained a statement suggesting 
that at least one investment bank may have 
paid Qingdao Brewery's law firm for in- 
formation about the company and propos- 
als for a listing made by rival banks. 

The South China Morning Post reported 
the same week that Qingdao Brewery has 
chosen Baker & McKenzie as its primary 
counsel. Your article might be understood 
by some readers to refer to us. For the 
record, we wish to state categorically that 
there has been no improper disclosure on 
our part, let alone any sale of information. 

GRAHAM MORRISON 
Baker & McKenzie 
Hongkong 


Parlez-vous? 

Your article on Indochina [French Dress- 
ing, 25 Feb.] errs when it says that "Viet- 
nam, Cambodia and Laos are the only 
countries in Asia where French culture has 
made any inroads." 

Walk through some of the streets of 
Southern India's Pondicherry, and you 
would not be blamed for thinking that you 
are in some French provincial town. Gallic 
language, manners and mores (as well as 
French citizenship) are still surprisingly 
widespread in this ex-French enclave, even 
after almost 40 years of its independence. 

BRAJENDRA SINGH 
New Delhi 





Miles Off 
Bermuda and the Bahamas as Caribbean 
tax havens? [FOCUS, 18 Feb.] It’s a common 
mistake to regard the Bahamas as being in 
the Caribbean, but surely not Bermuda, 
some 800 miles away! 
PETER JACKSON 
Hongkong 
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For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 

differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made, we have to admit. with a total disregard for time. If 
— —4 a particular Patek Philippe 
mrovement requires four 





vears of continuous work to 
bring to absolute perfection. 
we will take four vears. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 





generation after generation 
it has been worn. loved and 
collected bv those who are 
very difficult to please: 
those who will only accept 
the best. For the day that 
vou take delivery of your 





Patek Philippe, you will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 
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Close links. 


ARIANESPACE : 


"Our attachment to your business 
ensures you'll get our technological best". 


L aunching your satellite in the best environment is 
essential. When you select Arianespace, you select the world 
leader in commercial space transportation. 

You get a permanently available team of experts, state-of- 
the-art installations, an ideally-located equatorial launch 
site, and powerful launchers. 

Of course, all of this is dedicated to just one goal : the suc- 
cess of the last twenty minutes of our common mission. 
Today, all the main commercial satellite operators trust 


Arianespace. Confidence creates close links. 





Arianespace, boulevard de l'Europe, BP 177, 91006 Evry Cedex, France, Tél. (53 1) 60 87 60 00 
Arianespace Inc., 700,13 Th Street, N.W., Suite 2 30 Washington, D.C., 20005 U S.A. Tel. (202) 628-4946 
Hibiva Central Building 1-2-9, Nishi Shimbashi-Minato-ku, Tokyo 10 lag an. Tel. (815) 359227 
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Zhu Rongji is confirmed as China's 
economic tsar. Page 10. 
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Telecommunications grows rapidly in Asia, 
fuelled by demand in China. Page 37. 
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The key 
to intelligent investing: 
local market presence and 
global network. 





This click spring key from 15th century China 
is an early example of applied intelligence. 


Today, many high net worth individuals want to take advantage of new investment 
opportunities as they occur around the world. At Swiss Bank Corporation, we have 
the global experience to guide our Private Banking clients to prudent - yet innovative - 
investment strategies for growth. And this experience goes back more than 100 years. 
Our clients can thus count on our 88 offices in 34 countries for the local onsite 
judgment often critical to investment success. A sophisticated network of high speed 
communications technology keeps our team of over 100 financial analysts around the 
world constantly aware of new opportunities - wherever they occur. To learn more about 
SBC Private Banking and our approach to global investing, contact our portfolio man- 
agers. In Basel: 41 61288 6060, Geneva: 4122376 6725, Hong Kong: 852 842 1215, Jersey/ 
Channel Islands: 4453436341, London: 44717114824, Singapore: 65 5313 320, Tokyo: 
813 5473 5410, Zurich: 411223 2221 and in more than 50 other major cities around the world. 
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Only Obeying Orders 


At 1 a.m. on 10 March the Cambodian 
police alerted the UN peacekeepers in Siem 
Reap that the Khmer Rouge had attacked a 
nearby village and killed several Vietnam- 
ese civilians. It was not until 7 a.m. the next 
morning that the peacekeepers managed 
to reach the massacre site only 10 kilo- 
metres away. By then 34 men, women and 
children were dead, some having died of 
their injuries during the six-hour hiatus. 
Some 33 injured were moved to an over- 
crowded Cambodian hospital, where they 
lay on the floor waiting for attention. Doc- 
tors at a nearby well-equipped and virtu- 
ally empty UN military hospital did not 
offer to help because, as one of them said, 


| they had no orders to do so. 


Chilly Reception 


The Muslim Ramadan holiday, tradi- | 


| tionally a season of conciliation and for- 


giveness, does not appear to have brought 
Malaysia’s beleaguered rulers any closer to 


the government. Royal assent to legislation 
limiting their legal immunity was finally | 


given shortly before the end of the fasting 
season. However, an open house held by 
Malaysia's King, Sultan Azlan Shah, in 
Kuala Lumpur to mark the Idul Fitri holi- 
day was attended by only a handful of sen- 


. ior government officials and only one jun- 
_ jor minister, sources close to the royal fam- 








ily say. Others say they were not invited. 


| Prime Minister Datuk Seri Mahathir 


Mohamad, who held his own open house 
at his official residence, was also absent. 


Cutting the Wires 


The Makati business community is 
growing increasingly alarmed over Presi- 


_ dent Fidel Ramos’ moves to break up com- 


mercial monopolies. The Philippine Long 
Distance Telephone Co. has been the first 
to be targeted by the new administration, 
but one senior adviser warns that is only 
the beginning. “Tt will be across the board,” 
he told the REVIEW. 


Quiet Menace 


The effective end of any immediate Rus- 
sian naval threat to China may well prove 
to be bad news for Vietnam. China has re- 
cently redeployed three Romeo-class con- 
ventional submarines from its North Sea 
Fleet where they were used to monitor 


| Russian naval activity, to the South Sea 


fleet. Their new mission is to patrol the 
contested areas of the South China Sea 
where China has clashed with Vietnam 


| over control of the Spratly Island group. 





Regular patrols by Chinese submarines so 
far south may also unsettle countries like 
Malaysia and the Philippines, which also 
claim some of the contested Spratlys. 


Close Harmony 


An open split in one of the Philippines’ 
most prominent political families appears 
to have been resolved, at least for the mo- 
ment. Sen. John Osmena and his brother, 
former Cebu governor and vice-presiden- 
tial candidate Emilio Osmena, agreed at a 
recent meeting organised by their sister to 
set aside their differences in the interest of 
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Emilio and John Osmena: reconciled. 


trying to regain lost ground on their home 
island. John Osmena blames former presi- 
dent Corazon Aquino for the split, claim- 
ing she played him off against his brother 
when he (John) began to distance himself 
from the Aquino government in 1989-90. 


Interesting Thought 

Under Peking's plans for unifying Tai- 
wan and China, Taiwan's President Lee 
Teng-hui may be offered a senior post in 
the Chinese Government. Delegates to the 
National People's Congress told Taiwan 
businessmen that Lee could be given a 
newly created job of vice-president, and 
perhaps also put in charge of several east 
coast provinces. In the latter post, Lee 
could bring the "Taiwan experience" to the 
economic development of provinces such 
as Fujian, Zhejiang and Jiangsu. 


Fault Lines 


Eric Falt, the abrasive French spokes- 
man of the UN Transitional Authority in 
Cambodia, has not only antagonised the 
media representatives he briefs daily but 
has also picked quarrels with other Untac 
offices. A recent letter by Falt to one compo- 
nent UN agency threatened he would stop 
cooperating with it. This brought a swift 
response. In effect the letter said: "Thank 
you, it will help our press relations." 
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Shaping the Succession 


The rivals in the struggle to take over China after Deng Xiaoping 
leaves the stage have been put in place by the patriarch himself 
and confirmed by the country's parliament. 


———————————————————— 


ith the ratification of top govern- 
ment and cabinet positions by the 
| W National People's Congress (NPC), 
3 China’ s nominal parliament, all the key 
_ players are now positioned for the end- 
. game of patriarch Deng Xiaoping’s 14-year 
- reformist reign. The denouement will be 
played out by the rules of Chinese chess, 
-. rather than the international variety. 
The two types of chess differ in a few 
. Salient particulars. For one thing, in Chi- 
` nese chess a checkmate can only occur 
. within the narrow confines of the four- 
. Square "palace" at the edge of the board, 
, hot in the hurly-burly of open play. 
; Deng, 88, has been at pains to keep the 
inevitable succession battle after his demise 
within the palace confines of Zhongnanhai, 
Peking's leadership compound. To contain 
_intra-party rivalries, power has been care- 
: fully balanced among the top five mem- 
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bers of the Chinese Communist Party's 
(CCP) politburo standing committee. At 
least initially, they seem set to rule as a 
collective leadership in the post-Deng era. 

The new leadership line-up represents 
a carefully brokered compromise between 
Deng and his more conservative fellow 
gerontocrats, state planner Chen Yun and 
legal draughtsman Peng Zhen, both said 
to be ailing. Two other revolutionary war- 
horses, Wang Zhen and Li Xiannian, died 
this year and a third, Deng's crony-turned- 
rival Yang Shangkun, was sidelined in the 
run-up to the seminal 14th Party Congress 
last October. 

That leaves only two relative moderates 
— Bo Yibo and Song Rengiong — in rea- 
sonable health, both politically and physi- 
cally, among the ruling coalition of "eight 
immortals" that assumed effective power 
in China after the 1989 Tiananmen massa- 
cre. With the octogenarians fading from the 
scene, power can now devolve back to the 
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standing committee, the apex of the formal 
CCP hierarchy. 

But a smooth generational transfer is far 
from assured. As soon as the party elders 
leave the scene, ambitious up-and-comers 
may grapple for supremacy. At the same 
time, rising public expectations of political 
and economic empowerment will have to 
be either met or suppressed. 

To keep these tensions from spilling out 
into the street, as in 1989, the CCP has now 
reversed its earlier experiments with sepa- 
rating party from government. Instead, it 
has deployed the members of the standing 
committee in the top state positions. Lack- 
lustre CCP General Secretary Jiang Zemin 
has assumed the presidency from Yang. 
Dour hardline Premier Li Peng will gall his 
critics for another five-year term. 

Shadowy party disciplinarian Qiao Shi 
has taken over as head of the NPC, while 
avuncular reform advocate Li Ruihuan 
now chairs its companion talk-shop, the 
Chinese People's Political Consultative 
Conference (CPPCC). And Deng's hand- 
picked economic overlord, Zhu Rongji, is 
now ranking vice-premier with a portfolio 
of high-profile responsibilities. 
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That leaves all five of them pretty 
evenly “handicapped” for the succession 
race to come. The least personable contend- 
ers — Jiang and Li Peng — are bolstered 
by the loftiest government titles, while 
those with a wider network of loyalists — 
Qiao and Li Ruihuan — are shunted to col- 
lateral functions. The relative newcomer, 
Zhu, is given a set of top priority tasks to 
make or break his fortunes. 

Jiang’s assumption of the presidency 
makes him ostensibly first among equals 
in the new collective leadership. Together 
with his commander-in-chief status as 
chairman of the party’s Central Military 
Commission (CMC), the new post estab- 
lishes Jiang as head — at least nominally 
— of the party, army and state. 

No other Chinese leader has held all 
three briefs simultaneously since Hua 
Guofeng, chosen successor of Mao Zedong. 
Hua was ousted by Deng after a five-year 
reign in 1981. A European diplomat sug- 
gests that Jiang’s accretion of titles, 
like Hua’s before him, “can be read as 
evidence of his weakness, not 
strength.” 

“The man is a non-entity, with no 
charisma, no personal constituency 
and no clear cut principle or ‘line.’ By 
loading him up with offices, you 
effectively remove those posts from 
play in the short-run. By touting him 
as the ‘core’ of the successor genera- 
tion, you just provide cover for the 
other four to manoeuvre in the imme- 
diate post-Deng aftermath, until 
they're ready to make their moves.” 

Unlike Jiang, each of the other four 
standing committee heavyweights can 
lay claim to a natural constituency. Li 
Peng stands for the party and 
government apparatus and the sur- 
viving gerontocrats. Li Ruihuan re- 
mains the darling of artists and 
intellectuals. Qiao has the backing of 
the security outfit and the extra lever- 
age of access to CCP personnel dossi- 
ers. Domestic and foreign business in- 
terests have pinned their hopes on 
Zhu. 

Far from being a political liability, 
Li Peng’s general unpopularity both 
at home and abroad actually helps to 
endear him to his core constituencies. The 
latest session of the NPC offers a case in 
point. In Li's re-election bid for premier, 
more than 10% of the nearly 3,000 deputies 
did not support him — an embarrassment 
in a one-candidate election with dubiously 
secret balloting in such a docile body as 
the NPC. 

Yet the premier still managed to shep- 
herd a high proportion of his allies through 
to berths among the eight state councillors 
and 41 ministers in the new, “streamlined” 
cabinet. Li’s successor as education minis- 
ter, Li Tieying, was elevated to state coun- 
cillor. He also resumed his old post as 


chairman of the influential State Commis- 
sion on Economic Restructuring — al- 
though he won both posts with “humiliat- 
ing" margins of less than three-fourths of 
the NPC. 

Other Li Peng proteges in the cabinet 
include Water Resources Minister Niu 
Maosheng, who will preside over the pre- 
mier's pet Three Gorges Dam project; Edu- 
cation Minister Zhu Kaixuan; and family 
planning chief Peng Peiyun, who will field 
mounting international criticism for Chi- 
na's allegedly coercive birth control poli- 
cies and disproportionate male-to-female 
birth ratio. 

Liu Zhongde, like Li an engineer by 
training, will keep wayward intellectuals 
in check as culture minister. And central 
banker Li Guixian could prove to be a key 
ally in the premier’s sole remaining eco- 
nomic brief — finance. 

All other economic responsibilities — 
trade, state enterprise restructuring, en- 





Li Peng gets his proteges into the new cabinet. 


ergy, resources, securities markets and 
agriculture — have been arrogated by Zhu 
Rongji, who has now been elevated to first 
vice-premier. 

Zhu's erstwhile bailiwick, the Economic 
and Trade Office, has been elevated to 
Commission status and taken over by his 
former deputy, Wang Zhongyu. Even the 
traditionally conservative bastion of the 
Planning Commission has been taken over 
by Zhu's partisan, Chen Jinhua, thereby 
“kicking upstairs” a one-time rival of 
Zhu's, Vice-Premier Zou Jiahua. 

Another Zhu ally, former trade minis- 
ter Li Langing, won a promotion to vice- 


premier in the current round of cabinet 
appointments. So did Qian Qichen, the ur- 
bane architect of China’s post-Tiananmen 
diplomatic rehabilitation, who retained his 
berth as foreign minister. The two new 
vice-premiers replace the retiring troika of 
outspoken reformist Tian Jiyun, elder dip- 
lomat Wu Xueqian and ideologue Yao 
Yilin. 

The new leadership line-up even in- 
cluded a couple of retreads from the ad- 
ministrations of disgraced ex-party bosses. 
Hu Qili, a top aide to ousted general 
secretary Zhao Ziyang, regained full cabi- 
net rank as head of the newly hived off 
Ministry of Electronics Industry. And Song 
Defu, a protege of the late Hu Yaobang, 
took over the influential Personnel Depart- 
ment. 

Their rehabilitation, however, hardly 
signals a reassessment of Tiananmen, for 
which Zhao is still the official scapegoat. 
Rather, Zhao seems to be fully rehabili- 

tated, though, for at least one NPC del- 
egate, repeatedly wrote in the former 
general secretary's name for a variety 
of posts, including president. Deng, 
too, received several unsolicited write- 
in votes, Such high jinks, futile as they 
were, hint at a marginal increase in 
legislative stroppiness. 

If the trend continues, it could 
compound the problems of ramming 
a mounting legislative backlog 
through the unwieldy structure of the 
once-a-year NPC and CPPCC sessions. 

Whether they mean to bridle such 
tendencies or to ride to power on the 
backs of newly assertive institutions, 
Qiao and Li Ruihuan could have their 
work cut out for them in their new 
posts. 

“But it may be a bit simplistic to 
write-off these new posts as demo- 
tions for Qiao and Li,” the European 
diplomat points out. “Why not view 
them instead as ‘promotions’ for the 
NPC and CPPCC, which can now be- 
come weightier institutions as vehicles 
for their high-powered incumbents. 
After all, look what this guy [Russian 
parliamentary speaker Ruslan] 
Khasbulatov has managed to do with 
a ‘rubber stamp’ legislature.” 

Nor is this fantasy the only imaginable 
long-shot among the post-Deng scenarios. 
Another peculiarity of Chinese chess is the 
deployment of a pao, or cannon, playing 
piece, which can only act at a distance by 
shooting over the heads of intervening 
chessmen. 

Despite the best-laid plans of the 
gerontocrats, the diplomat cautions, “you 
can never rule out the reappearance of such 
seemingly sidelined players as Yang, Zhao, 
Tian Jiyun or even the likes of former Can- 
ton governor Ye Xuanping. Or people 
whose names have already dropped from 
the gossip circuit altogether.” e 


ddv/v13N3O2 T30NYMN 


REGIONAL 





NORTH 


KOREA 





Artist's impression of the nuclear facility at Yongbyon. 


Switching to Safety 


Diplomatic efforts to defuse nuclear crisis intensify 


By Nayan Chanda in Hongkong 
orth Korea's refusal to abide by the 


N 31 March deadline to open its nu- 
clear installations for inspection has 
handed the UN Security Council the chal- 
lenge of how to defuse Pyongyang's clan- 
destine atom bomb programme, without 
triggering a conflict or weakening the nu- 
clear non-proliferation regime. 

While the likelihood of armed confron- 
tation over the issue appears to have 
abated, there is no lack of bellicose postur- 
ing. Just as John Murtha, chairman of the 
US House Appropriation Defence subcom- 
mittee, announced that Washington 
"would have to take military action if we 
find North Korea is developing nuclear 
weapons," so Pyongyang warned of "a 
powerful self-defensive measure" if the US 
and others sought to impose sanctions on 
the North. 

All other indications, however, are that 
the crisis may now settle into a diplomatic 
slog involving the US, China and North 
and South Korea. With North Korea pre- 
paring to celebrate President Kim Il Sung's 
81st birthday on 15 April, diplomats may 
even be willing to put off the Security 
Council deliberations until after that date. 

Senior North Korean leaders and diplo- 
mats have also fanned out to lobby for their 
position. Pyongyang’s diplomatic trouble- 
shooter and politburo member Kim Yong 
Sun, who in January 1992 became the first 
senior North Korean official to meet a rank- 
ing US official — then US under-secretary 
of state for political affairs Arnold Kantor 
— is reported to be in Europe. Observers 





speculate he may be hoping to set up an- 
other high-level meeting with US officials. 
Other more junior North Korean Foreign 
Ministry officials have also visited Peking 
and Moscow. 

South Korea has also been busy. Dur- 
ing a lengthy visit to Washington, newly 
appointed Foreign Minister Han Sung Joo 
held talks with senior Clinton administra- 
tion officials and Congressional leaders to 
work out a common diplomatic approach. 
US sources in Seoul say this may take the 
form of getting the International Atomic 
Energy Agency (IAEA) — the UN's nuclear 
inspection arm — to refer North Korea's 
refusal to comply with its inspection re- 
gime to the Security Council, rather than 
directly involving either the US or South 
Korea. 

Han was also reported to have agreed 
on a "stick and carrot" approach with the 
US to encourage North Korea to open its 
nuclear facilities for inspection between 
now and the 11 June deadline, when 
Pyongyang's withdrawal from the Nuclear 
Non-Proliferation Treaty (NPT) becomes ef- 
fective. This approach would be based on 
spelling out what benefits and penalties the 
North could expect if it were to allow the 
resumption of inspections. 

In a statement on 29 March, North Ko- 
rea's Foreign Ministry said its decision to 
withdraw from the NPT was its sovereign 
right and "there is no ground to take with- 
drawal from the NPT to the United Na- 
tions." 

But as one US diplomat said, "what 
[North Korea] will be charged with is not 
their withdrawal from the NrT but their 
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refusal to abide by a safeguard agreement 
it willingly signed with IAEA." 

Under the full-scope safeguard agree- 
ment North Korea ratified in April 1992, 
Pyongyang was asked by the IAEA to let it 
inspect two nuclear waste sites near 
Yongbyon, where it built unsafeguarded 
nuclear reactors. The diplomat said that 
until North Korea's withdrawal from the 
NPT becomes effective on 11 June it is obli- 
ged to respect its commitment. 

Washington is also uncertain how to 
respond to suggestions that Pyongyang 
may be prepared to trade off its nuclear 
programme for some as yet undefined US 
concessions, not least because any deal 
with the North cannot be seen to compro- 
mise the NPT. But, as a US official who 
monitors North Korea admitted, there was 
an obvious need to undertake diplomatic 
efforts to bring about a practical solution. 
"Nothing is gained if a rigid, formalistic 
response leads to North Korea leaving the 
NPT and pursuing its bomb programme," 
he said. 

Alan Romberg, a former US State De- 
partment official currently with the Coun- 
cil on Foreign Relations who follows North 
Korea closely, points to the dilemma posed 
by Pyongyang's nuclear challenge. On the 
one hand nobody wants to reward this 
kind of behaviour, but on the other all 
want to resolve the problem. "The prob- 
lem is how can one employ a combination 
of inducements and maybe pressure to try 
to get North Korea to see that its interest 
lies in compliance. North Koreans don't 
react well to pressure, but if they don't 
have a choice they also have shown a great 
deal of pragmatism." 

Romberg says the problem is not going 
to be resolved simply through the IAEA and 
UN. The US, China and South Korea need 
to consider what they can do while still 
taking into account the IAEA's role. 

Selig Harrison, a senior associate of the 
Carnegie Endowment for International 
Peace who has visited North Korea to 
study the nuclear issue, does not believe 
North Korea is determined to keep its nu- 
clear option. “We have to find a way to 
assure the North Koreans they would not 
be penalised if it were found that they have 
accumulated more plutonium than they 
have admitted.” 

Harrison said North Koreans also fear 
that any full disclosure on its nuclear pro- 
gramme would lead to further US de- 
mands on such issues as human rights and 
the criteria for normalising diplomatic re- 
lations. 

For the US, the main sticking point in 
any negotiations with North Korea is that 
the nuclear inspections must be resumed 
and completed before there could be any 
significant improvement in bilateral rela- 
tions. This position was recently reiterated 
to a North Korean diplomat in Peking, a 
US official told the REVIEW. El 





The Class 
Of 49 


China selects another 
group of local advisers 





By Tai Ming Cheung in Hongkong 

ven as the Sino-British dispute over 
E Governor Chris Patten's political re- 

forms for Hongkong drags on, Pe- 
king has gone ahead and appointed a sec- 
ond group of prominent local residents as 
advisers on Hongkong. Unsurprisingly, Pe- 
king chose only pro-China conservatives 
who emphasise stability and prosperity 
over more democracy. 

While the selection of the advisers is 
largely symbolic, as they are unlikely to 
have much of an impact on influencing 
Peking's policies towards Hongkong, some 
observers still see the exercise as an encour- 
aging gesture by China to take more 
notice of opinions within the colony. 

Greater prominence has also been 
given to Hongkong delegates in the 
National People's Congress — the 
Chinese parliament which is formally 
responsible for deciding the shape of 
the post-1997 Hongkong administra- 
tion — and in the Chinese People's 
Political Consultative Committee, a 
senior advisory body. 

The new advisers, along with an 
earlier batch chosen last year, will 
hold their appointments for two 
years. In contrast with the first group 
of advisers, which mainly comprised 
well-known business personalities 
and some of Peking’s most loyal and 
hardline supporters in Hongkong, the sec- 
ond batch of politicians, businessmen and 
academics is generally younger and more 
active in the mainstream of the colony's 
political life. 

Among the most prominent, and unu- 
sual, individuals to be appointed was Sir 
David Akers-Jones, a former chief secre- 
tary and the first British native to be picked 
by the Chinese. 

Others include conservative legislators 
Allen Lee and Stephen Cheong of the 
newly created Liberal Party; Tsang Yok- 
sing and Tam Yiu-chung of the Democratic 
Alliance for the Betterment of Hongkong 
(DABHK), and several academics — includ- 
ing the vice-chancellors of the Chinese Uni- 
versity and University of Science and Tech- 
nology. 

There is also a substantial business 
representation with Peter Woo, chairman 
of Wharf Holdings, and Charles Lee, chair- 
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man of the Hongkong Stock Exchange. 

Indian business tycoon Hari Harilela 
was also chosen to represent the views of 
the colony's small Indian minority. 


The advisers’ role has been kept vague | 


by Peking, and left to the individuals to 
decide on the extent of their participation. 
While many have assumed a low profile, 
a handful have taken this accolade seri- 
ously and been conspicuous in advising 
and championing China's cause in Hong- 
kong. 

They include T. S. Lo, the publisher of 
Window magazine, who has made little se- 
cret of his desire to become the chief 
executive of the first special administrative 
region government, and David Chu, a 
businessman who spends much of his 
time arguing China's viewpoint in the me- 
dia. 


JAPAN 


The Divide 


Deepens 


Some observers see Peking's decision | 


to pick members of the Liberal Party and 


the DABHK as advisers to be a positive, if - 


partial, recognition of the development of 
Hongkong's multi-party political system. 
The inclusion of at least four DABHK 
members in the latest batch of advisers 
"could be a bridge to reflect more Hong- 
kong grassroots sentiments," an analyst for 






Allen Lee will advise Peking's leaders. 


a pro-China research organisation said. 

Liberal groups, including the United 
Democrats of Hongkong, were again ex- 
cluded by Peking. There were hopes that 
more moderate political parties, such as 
Meeting Point and the Association for De- 
mocracy and People's Livelihood, might be 
cultivated by the Chinese authorities. 

But a local political analyst believes that 
"Peking was politically not able to swal- 
low the fact that they were supporting Pat- 
ten even though they have no ideological 
problems with these groups." 

Chinese officials hinted there may be 
room for a more diverse group of local rep- 
resentatives in the next round of appoint- 
ments. 

NCNA Director Zhou Nan said that "it is 
impossible for each batch of Hongkong 
affairs advisers to include everybody. 
Moreover, this is not the last batch of ad- 
visers." a 
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Tokyo and the West differ 
over aid to Russia 


ussian President Boris Yeltsin's 
recent brush with impeachment 

has highlighted the differences be- 
tween Japan and other members of the G7 
industrialised nations over aid to Moscow. 
Reacting to a threat by French President 
Francois Mitterrand to hijack the G7 head 
of state summit scheduled for Tokyo over 
7-9 July, Japanese officials called an emer- 
gency meeting of G7 foreign and finance 
ministers for 14-15 April in Tokyo. 
Mitterrand had infuriated Japanese officials 
when he proposed G7 leaders convene in 
Vancouver following US President Bill 
Clinton's meeting with Yeltsin on 3-4 April. 
As Japan's Western critics see it, pro- 
viding massive emergency aid to bail out 
Yeltsin has become a litmus test of Tokyo's 
international responsibility. But many in- 
fluential figures in Japan view large-scale 
aid to Russia as useless and potentially 


. damaging to Tokyo's long-term interests. 


At the centre of the dispute is the sover- 
eignty of four Russian-held islands seized 
in the final days of World War II. Tokyo 
has made their return a precondition for 
massive aid. Although the US supports Ja- 
pan's position, sympathy is waning — par- 
ticularly because even officials in Tokyo do 
not foresee a quick solution to the issue. 

Trying to stem the tide of criticism, 
Japanese officials point out that Tokyo has 
pledged US$2.8 billion to Russia since 199] 
— or approximately the same as France, 
but far less than Germany or the US. 

“It is true that we have not given mas- 
sive aid," one senior foreign ministry offi- 
cial said. But “what I resent is the accusa- 
tion that Japan is not cooperating within 
the G7 framework." 

What the Foreign Ministry cannot pa- 
per over, however, is the mounting domes- 
tic reaction against demands that Japan toe 
the Western line on aid to Russia. Anti- 
Russian sentiment soared after Yeltsin can- 
celled a visit to Tokyo last year citing “in- 
transigence" on the territorial dispute. 

Friction between Japan and Russia is 
nothing new. Their rivalry dates to the late 
19th and early 20th centuries when the 
Russian threat was the impetus behind Ja- 
pan's occupation of Korea and Manchu- 
ria. The memory of Russia's invasion of 
Manchuria in the closing days of World 
War II still rankles many Japanese. 

m Robert Delfs 
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INDIA 
Pakistani Link to Bombing 


India will use the Bombay 
bombings to have Pakistan 
declared a terrorist state by 
foreign governments, 
Maharashtra Chief Minister 
Sharad Pawar said on 29 
March. Bombay police had 
evidence that Pakistan's Inter- 
Services Intelligence was 
behind the 12 March bombings 
in Bombay in which over 270 
people died, Pawar added. 
Some of the 18 people so far 
arrested, mostly criminal gang 
members, had admitted being 
taken to Pakistan via Dubai for 
training with explosives. 
According to Indian officials, 
the prime suspects in the 
Bombay bombings — 
accountant Yakub Memon and 
five other family members — 
had flown from Dubai to 
Karachi on 17 March by a 
Pakistan International Airways 
flight. New Delhi has 
demanded their extradition. 
But Islamabad authorities 
responded that though 
reservations had been made in 
the Memons' names, they had 
not boarded the aircraft. 


Kiet gets an offer from Japan. 


VIETNAM 
Japan Offers Help 


The US may not yet be on 
board, but Japan has informed 
Vietnam that it wants to help 
Hanoi normalise relations with 
the World Bank, IMF and ADB. 
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The Japanese offer — 
announced during Vietnamese 
Prime Minister Vo Van Kiet's 
recent visit to Tokyo — is 
expected to be raised again 
when Prime Minister Kiichi 
Miyazawa meets US President 
Bill Clinton later this month. 
While in Tokyo, Kiet was 
further told that Japan will 
provide loans for 
infrastructure development 
and send a government 
mission to Vietnam in May to 


identify new lending projects. 


SINGAPORE 
Air Force Ties 


Canberra has signed an 
agreement allowing Singapore 
to relocate part of its Flight 
Training School to Pearce 
airbase near Perth. Under the 
deal Singapore will build a 
flight training school for 250 
personnel and 30 Italian-made 
5211 jet trainers. Deployment 
will begin in September with 
the facility becoming fully 
operational next year. 
Singapore, which already has 
access to facilities in 
Australia's Northern 
Territories, is expected to 
allocate some work to 


Australian defence contractors. 


THAILAND 
Wealth Ruling 


Former prime minister 
Chatichai Choonhavan feels 
vindicated. On 25 March the 
Supreme Court ruled that a 
1991 order by the former 
military junta establishing a 
committee to investigate the 
unusual wealth of politicians 
under Chatichai's government 
was unconstitutional. The 
court ruled on an appeal by 
one of 10 former Chatichai 
ministers who had their assets 
seized as a result of the 
committee's investigations. 
Among the 10 were Chatichai, 
current opposition leader 
Pramarn Adireksarn and 
Montri Pongpanich, who 
heads the Social Action Party 








Montri is also a winner. 


within the current ruling 
coalition. Political observers 
said the court's decision paves 
the way for Montri to join 
Prime Minister Chuan 
Leekpai's cabinet. Chuan had 
banned all politicians found to 
be unusually rich from his 
government. The court 
decision may also remove 
political restrictions on the 
activities of Pramarn and 
Chatichai, also a leading 
opposition figure. 


NEW ZEALAND 
Cabinet Shuffle 


In a move designed to stem 
widespread criticism of 
planned health care reforms, 
Prime Minister Jim Bolger on 
25 March replaced Health 
Minister Simon Upton with 
Labour Minister Bill Birch. 
Upton was named Associate 
Minister of Finance. 


PAKISTAN 

Changing Alliances 

In the first mass resignation of 
its kind, three politicians have 
left Prime Minister Nawaz 
Sharif's government. On 28 
March, Establishment Affairs 
Adviser Asad Junejo joined 
Planning Minister Nasir 
Chattha and Environment 
Minister Anwar Saifullah in 
leaving Sharif's cabinet. The 
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trio ostensibly resigned in 
protest over the "indecent 
haste" with which the ruling 
Muslim League nominated 
Sharif to replace M. K. Junejo 
as party president. Junejo died 
last month. But some 
observers think there is more 
to the story. They see the 
resignations as connected to 
the ongoing power struggle 
between Sharif and Pakistan 
President Ghulam Ishaq Khan. 


SOUTH KOREA 
Spies Retired 


President Kim Young Sam 
seems intent on depoliticising 
the country's defence and 
intelligence apparatus. As part 
of that effort, military sources 
on 26 March said that about 
one thousand agents and 
employees in the Defence 
Security Command (DSC) are 
expected to retire. The move 
follows reports of similar 
personnel cutbacks and 
reorganisation at the Agency 
for National Security 
Planning (NSP), the country's 
largest civilian intelligence 
body. The NsP has been 


attacked for repressing 


political opposition under 
previous governments. 
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CHINA 


Two Faces of Reform 


Guangdong’s economy booms, but the crime rate soars 


By Carl Goldstein in 1 Canton 


uangdong province, the cradle of 
G China’s open door policy, also 

serves as a laboratory for testing the 
proposition that economic liberalisation in- 
evitably leads to political reform. So far, 
the results are mixed. While people are 
richer than their fellow citizens elsewhere 
in China, the jails here are fuller too. 

Fast economic growth brought by mar- 
ket reforms and foreign investment has led 
to a withering of state control over indi- 
viduals’ job and residential mobility. Yet 
along with the dash to get rich has come 
an explosion in crime and corruption. 

The result is a huge upsurge in arbi- 
trary arrests and imprisonment by a judi- 
cial system — in Guangdong as well as the 
rest of China — completely lacking any 
concept of the rule of law. The notion that 
laws, rather than arbitrary 
decisions by officials, should 
determine whether someone 
is punished for real or imag- 
ined transgressions has 
gained only a tenuous foot- 
hold in Guangdong’s red- 
clay soil. Indeed, some hu- 
man-rights activists maintain 
that Guangdong may hold 
nearly 300,000 prisoners, 
more than any other province 
in China. 

Nonetheless, a buoyant 
economy and rising living 
standards have helped move 
the southern province to the 
forefront of China’s political 
reform process. “People sim- 
ply have more choices and 
more control over their lives 
as their disposable income 
goes up,” a foreign economist 
based in Canton said. These choices appar- 
ently also extend to a greater tolerance for 
religious activity on the part of local au- 
thorities, and a less Draconian approach to 
quelling hints of political opposition. 

While economic reform is one explana- 
tion for Guangdong’s relative liberalism, 
the issue is more complex. There is, for ex- 
ample, the character of the Cantonese, who 
have never had much time for their “unso- 
phisticated” northern compatriots. “They 
have their policies, we have our counter- 
policies,” says one high-ranking county of- 
ficial in Shunde, a delta town near Canton. 

Proximity to Hongkong is another im- 
portant factor. Professional human-rights 
lobbyist John Kamm says a senior official 
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in the provincial government admitted that 
half the population regularly watches 
Hongkong television. The authorities have 
barely attempted to prevent this, while 
other sources say that w orkshops owned 
by the military are involved in making and 
selling the satellite dishes needed to pick 
up overseas television broadcasts. Add in 
the thousands of foreign investors who 
have opened factories in the province and 
the list of variables contributing to Guang- 
dong’s greater tolerance for human rights 
grows. 

Another factor is that increased job mo- 
bility is eroding the power of the danwei, or 
unit, over staff members’ lives. In the past, 
an individual needed the boss's permission 
to get married or get divorced, while the 
unit also controlled access to housing, 
medical and other benefits. Changing jobs 
from one state enterprise to another could 





Consumers have economic freedoms but face political restraints. 


in theory be accomplished with the ap- 
proval of both units. In practice, an indi- 
vidual could rarely initiate such a transfer. 

With new employment opportunities 
springing up all over the province, how- 
ever, more and more people are simply 
taking their fate into their own hands. 
Some private companies may not provide 
the same level of benefits that used to come 
from the larger state enterprises, but com- 
pensate with higher wages. 

This is a trade-off that many are pre- 
pared to take. Says a man who left the se- 
curity of the provincial chemicals import- 
export corporation to work for a foreign- 
owned trading company in Canton: “l 
make a lot more money than I did before, 
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but that's only part of the attraction; here I 
don't have to wait for 15 years for the unit's 
leaders to retire before l'd have any hope 
of getting promoted." 

The movement of millions of migrant 
labourers into Guangdong has also weak- 
ened the government's strict limits on in- 
ternal trav d and residence rights. Unlike 
other areas of the country that have experi- 
enced a similar — albeit smaller — influx, 
the Guangdong authorities, aware of the 
province's critical need for labour, have 
gone to great lengths to regularise the new- 
comers' status. 

Yet the vast amounts of money circulat- 
ing in the province, coupled with enhanced 
mobility and the huge shifting population, 
are seen as the driving force behind the 
present crime wave. Murder, highway rob- 
bery, prostitution, official corruption and 
vagrancy are just a few of the crimes clog- 
ging the province's judicial system. 

Few dispute the legitimacy of height- 
ened efforts by the authorities to combat 
this crime wave, but Guangdong's — and 
indeed all China's — judicial system is 
marked by the arbitrary and unchecked ap- 
plication of police powers, untrained and 
poorly paid judges and frequent interven- 
tion by personally or politi- 
cally motivated cadres. The 
sharp increase in the number 
of cases in Guangdong can 
be seen to represent a huge 
number of individuals who, 
guilty or not, are thrown at 
the mercy of a fundamen- 
tally flawed legal system that 
displays scant regard for 
even minimal standards of 
human rights. 

Guangdong High Court 
President Mai Zongkai gave 
a glimpse of the crime 
wave's scale when he told 
the provincial People's Con- 
gress on 4 February that the 
province suffered a 77% in- 
crease in cases involving 
prostitution, abduction and 
sale of women and children 
and other offences known in 
China as the "seven evils." 

For more detailed information it is nec- 
essary to go back to 1991. During that year, 
the official Guangdong Yearbook states that 
the police arrested more than 142,000 peo- 
ple in the course of the anti-seven evils 
campaign. The authorities also arrested 
more than 25,000 suspects in connection 
with another initiative aimed at stemming 
serious crimes. 

An official Chinese Government report 
in mid-1992 said the country's prison 
population totalled 1.1 million — includ- 
ing labour camps. Although it is virtually 
impossible to obtain a breakdown of the 
prison population on a province-by-prov- 
ince basis, the US State Department esti- 
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mates Guangdong has at least 45 prisons 
and labour camps. 

Hongda Harry Wu, author of a 1992 
book on China's prison system, puts the 
number much higher. By his calculation, 
the province has 126 correctional facilities, 
including tea plantations, mines and facto- 
ries. Based on only a partial count, he esti- 
mates in the book that Guangdong has at 
least 298,000 people locked up. 

Such a figure would give the province 
27% of China's total prison population, if 
the official nationwide figure is accurate, 
while Guangdong's 66 million-strong 
population represents only 6% of the 
whole. But judging from the official data 
on the scale of just one year's haul of al- 
leged miscreants, it would seem that Wu's 
calculations may be close to the mark. 

Crime and punishment in China can be 
positively Orwellian. Take the /laojiao, or 
“re-education through labour” camps, con- 
sidered by many foreign and Chinese legal 
scholars as the part of the system most 
open to abuse. Laojiao is not to be con- 
fused with the so-called laogai, or "reform 
through labour" camps. 

While people who are sentenced 
through either system may end up in the 
same camps, there is an essential differ- 
ence. Laogai is a criminal sanction, requir- 
ing action by a court. Laojiao, on the other 
hand, is purely administrative. It allows 
officials to throw people into labour camps 
for up to four years with no court hearing 
whatsoever. In 1991 alone, at least 18,800 
Guangdong residents were sentenced 
through this process. 

In theory, decisions under the laojiao 
procedures are made by local committees 
comprised of police, labour and other offi- 


Free to Keep 
The Faith 


Despite periodic national campaigns 
against what the communist party calls 
"superstitions," the Guangdong authori- 


ties maintain a relatively liberal — if 


wary — attitude towards religion and its 
adherents. As a result, the province's 
Christian churches enjoy a level of free- 
dom unmatched in the rest of China. 
And the faithful respond. By the time 
the weekday morning Protestant church 
service in Canton is over, more than 200 


people will have taken part in the act of 


worship. Most are packed into wooden 
pews on the top two floors of an old 
house just off bustling Sun Yatsen Road. 

The gathering is led by Lin Xiangao, 
68, better known abroad as Pastor 
Samuel Lamb. Generally recognised as 
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cials. But according to human-rights activ- 
ists, these bodies are merely window dress- 
ing for decisions taken by the police. Simi- 
larly, Robin Munro, Hongkong-based rep- 
resentative of the Asia Watch human-rights 
group, says that though laojiao is mainly 
used for lesser crimes, it may also be used 
to punish people for political offences. 
These include "illegal" religious activity 
and other ill-defined forms of anti-social 
behaviour. 

Laojiao's prominence in Guangdong's 
system of justice is growing because it is 
the first line of defence against precisely 
the sorts of crimes that have mushroomed 
along with the province's moves toward 
greater liberalisation. Prostitutes and their 
customers, petty smugglers and unlicensed 
hawkers are among those that help swell 
the ranks of the labour camps. 

Until recently, Chinese citizens had no 
legal recourse against laojiao decisions. Be- 
ginning in 1990, however, the newly 
passed Administrative Litigation Law gave 
people the explicit right to appeal adminis- 
trative rulings of all types to a court. How 
this works out in practice remains to be 
seen. n 





Lamb with preacher Billy Graham in 1988. 


the leader of China's Protestant "house" 
— as distinct from the state-sanctioned 
"patriotic" church movement — Lamb's 
flock has grown so large that latecomers 
must now watch him on a closed-circuit 
television on the second floor and hear 
his voice relayed through loudspeakers 
in a mix of Cantonese and Mandarin. 
For Lamb, whose refusal to adhere to 
the patriotic church led to 22 years in 
prison, the opportunity to deliver the ser- 
mon is a reminder that he enjoys greater 
freedom than many of his religious 
brethren in other provinces. Lamb's 
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CHINA 


Half an Eye 
On Dissent 


Authorities tolerate political 
activism within limits 


hilosophy and art lecturer Li 
LE Zhengtian counts himself as living 

testimony that Guangdong has long 
been a kinder and gentler place. 

When Li and his friend Wang Xizhe 
raised a "big character poster" — essen- 
tially a long essay — in 1974 denouncing 
the communist authorities for their failure 
to implement true socialist democracy and 
the rule of law, they were detained and 
subjected to more than 100 criticism ses- 
sions — some attended by more than 
10,000 people. Eventually they were im- 
prisoned for five years. Looking back, the 
diminutive, mop-headed professor points 
to what he sees as the most remarkable 
aspect of the experience. 

"| feel that almost anywhere else in 
China we would have simply been ex- 
ecuted," he says. Instead, Guangdong 
party leaders allowed the pair to publicly 
debate their critics. As a result their theo- 
ries reached a much wider audience. Li 
and Wang, demonised in the official press, 
became China's most famous dissidents of 
the period. 

Today, Li speculates that senior officials 
in the provincial government were using 


overseas connections no doubt help, but 
the rather tolerant local officials probably 
count for more. 


The same holds true for Catholics. 


Among those provinces with sizeable 
Catholic populations, Guangdong is the 
only province with no underground 
church. Catholic activists say the reason 
is that local religious affairs authorities, 
who operate under the close supervision 
of security agencies and the communist 
party, allow the officially sanctioned 
church enough leeway so that believers 
do not feel the need for one. 


While Lamb may now preach in pub- 


lic, his followers have sometimes been 
harassed. Indeed, sitting near the en- 
trance on the ground floor of his house 
are half a dozen policemen. Sprawled on 
chairs in seeming permanent repose, 
they keep note of who comes and goes. 
“At least we don't have to worry about 
robbers," the pastor says, half-jokingly. 


m Car! Goldstein 
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them to propagate doctrines that could not 
otherwise be espoused. He even wonders 
if former communist party chief Zhao 
Ziyang was behind the decision. Zhao, 
who at that time was in the initial stage of 
his own rehabilitation from Cultural Revo- 
lution disgrace, had became Guangdong 
provincial party secretary earlier that year. 

Fifteen years later, the Guangdong dif- 
ference is still evident. In stark contrast to 
the bloody methods used by the central 
leadership in Peking to suppress the pro- 
democracy movement of May-June 1989, 
there was no bloodshed, no martial law 
and only a few arrests in the southern 
province. Most of the dozen or so student 
leaders arrested were released within 
weeks or months without charge or after 
serving short sentences. 

Li, who served as a senior adviser to 
the Guangzhou Patriotic 
Students Federation, 
claims some credit for the 
relatively mild reaction. 
“Li was more than just an 
adviser," say Tan Wenjie, 
a federation leader. "He 
helped us realise how im- 
portant it was to enlist the 
support of the more mod- 
erate sections of the com- 
munist party in Guang- 
dong." 

When Premier Li Peng 
proclaimed martial law in 
Peking on 20 May 1989, 
tens of thousands of stu- 
dents and workers in 
Canton took to the streets 
in protest, even barricading the provincial 
government headquarters for 12 days. But 
close contacts between protest leaders and 
officials helped keep the confrontation 
within safe bounds. 

The spirit of cooperation worked on 
several levels. Students agreed to hold their 
marches in the evening to minimise the 
disruption of traffic, says Tan. But more 
important was the striking harmony be- 
tween the students' political aims and 
those of reform-minded local authorities. 
A key slogan chanted during marches was 
"stabilise Guangdong, protect the fruits of 
reform." It was Li Zhengtian who first sug- 
gested this slogan, says Tan. 

Li's close involvement with the 1989 
protests came despite his earlier vow, at 
the time of his 1979 release from prison, to 
stay out of politics. 

His old friend Wang, on the other hand, 
immediately threw himself back into dissi- 
dent activities upon his release in the same 
year, helping to launch the 1979-81 demo- 
cracy wall movement. He was rearrested 
in 1981 and released only in February 1993. 

After leaving prison, Li concentrated 
solely on his duties at the Canton Fine Arts 
Academy, where he still teaches. In recent 
years, in keeping with the times, he and 
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Li's dissent is viewed benignly 
by reformist officials. 


his wife have launched a number of busi- 
ness ventures, including an art gallery — 
featuring his own works — and a hair sa- 
lon at a local hotel. 

But as the intensity of the 1989 protests 
built up in Canton, Li found himself drawn 
back to the fray. "Li didn't realise that in 
China, nobody can really drop out of poli- 
tics," says Gong Xiaoxia, an early associate 
of Li's from the 1970s who left China six 
years ago but remains active in dissident 
circles in the US. 

It is another mark of the Guangdong 
authorities’ moderate approach to the pro- 
tests that Li was not punished for his role 
in the uprising. "I shouted to the heavens, 
and no one touched me," he says with a 
touch of bravado. 

One explanation for the hands-off 
policy is that Li sought and received per- 
mission from his school 
authorities to join the stu- 
dent movement, Gong 
says. That would not 
have been uncommon in 
Guangdong where many 
university officials sup- 
ported and even joined in 
the protests. Shenzhen 
University president Lo 
Zhengqi, for example, 
went so far as to write a 
widely circulated letter 
calling for Li Peng's res- 
ignation. Although Lo 
was later removed from 
his post, he continues to 
teach at the university. 

After the 1989 crack- 
down in Peking, when government au- 
thorities all over China were under heavy 
pressure from the centre to catch student 
leaders fleeing from Peking, the Guang- 
dong authorities moved just slowly 
enough to allow many to slip through the 
province on the "underground railway" 
that is thought to have smuggled at least 
300 dissidents out of the country, accord- 
ing to Hongkong-based professional hu- 
man-rights lobbyist John Kamm. 

Kamm says that the central government 
grew so concerned with Guangdong's lax 
attitude toward seizing protest leaders that 
it sent several hundred public security offi- 
cials to the province in mid-July 1989. 
These officials stayed until April 1990, but 
even then Guangdong officials were able 
to confine their authority to handling cases 
of non-Guangdong natives, leaving the lo- 
cals subject to their kinder offices. 

When Hongkong Trade Development 
Council officer Luo Haixing was arrested 
in Guangdong for aiding Tiananmen fugi- 
tives, Peking's emissaries insisted that his 
sentence be raised to five years from the 
three originally intended by provincial 
judges. In the event, Lo was released in 
1992 after more than two years in jail. 

m Cari Goldstein 
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CHINA 


Braving the 
Seas and More 


Smuggling Chinese into 
the US means big money 








By Paul Mooney in Fuzhou and Changle 
and Melana Zyla in Washington 


t first glance, Changle does not 

seem like a place that has anything 

to do with America. With its non- 
descript streets and rundown homes, the 
dusty east coast town in China's Fujian 
province is not exactly a sister-city of New 
York. But the midnight-boat to Manhattan 
that illegal immigrants board regularly has 
established a sort of unofficial union be- 
tween the two. Of the 100,000 Chinese citi- 
zens who are believed to have entered the 
US illegally in 1992, an estimated 85% have 
departed from here and other villages in 
the province. 

Illegal immigration from China to 
America, of course, is nothing new — it 
has been happening ever since the con- 
struction of the US Pacific railroad began 
in the 1800s. But in the past few years, 
smuggling of human beings has taken on a 
different dimension — it has become big 
business. The cost of making the trip to 
New York now reaches as high as 
US$30,000 per person; US$38,000 if you 
want to go by air. 

About the only thing to rise as dramati- 
cally as the profit potential for human 
smugglers has been the surge in the 
number of smuggling syndicates. No 
longer the "mom and pop" operations that 
charged only a few thousand dollars in the 
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1980s, they are multinational, billion-dollar 
businesses that stretch from China to 
Hongkong, Taiwan, Singapore, Thailand, 
Central America and the US. The depth of 
these organisations is one reason ilegal 
trafficking of Chinese has risen from only a 
few thousand per year a decade ago to 
180,000 in the past three years alone. 

Evidence of just how lucrative the 
smuggling business has become was rein- 
forced on 4 February when the US Coast 
Guard picked up a distress signal from the 
East Wood, a Panama-flagged cargo ship 
located 2,400 kilometres southwest of 
Hawaii. When American officials boarded 
the boat, they found an unexpected pay- 
load: 525 frightened and seasick Chinese 
men and women. Crammed into the ves- 
sel's two holds, they equalled a cargo 
worth US$15.7 million, or what passengers 
paid to make the trip. 

Why would people pay such a high 
price to emigrate? Paradoxically, one rea- 
son may be China’s fast economic growth. 
Despite a 12.7% rise in GDP in 1992, many 
small towns have yet to feel the effects of 
the boom. Pinched between rapid price in- 
creases and fixed incomes, more and more 
villagers are turning to illegal immigration 
to the US as their only hope. “If you have 
no ability, there’s no money to be made 
here,” says a taxi driver in Fuzhou, the 
capital of Fujian. 


Smuggling syndicates recognise that re- 
ality and have been quick to take advan- 
tage of the resultant dissatisfaction. Al- 
though prices are high, they have made 
illegal emigration as easy as it has ever 
been. Today, they offer the emigration 
equivalent of one-stop shopping. Included 
in the US$30,000 cost is transportation, 
forged documents and the bribing of local 
Chinese officials. The smugglers — called 
shetou, or snakeheads in Chinese — also 
promise to bail out anyone that is caught, 
either in China or in the US. 

The scope — and value — of the smug- 
gling ring is staggering. According to a 
Western diplomat, the East Wood is but 
one of 17-20 refitted cargo ships that now 
travel between China and the US. A US 
Senate committee report on organised 
Asian crime released last February esti- 
mates that smuggling people from China 
is a business worth U5$3 billion a year. 

Naturally, several trans-Pacific groups 
have staked out a share of the market. 
Bruce Nicholl, coordinator of the Violent 
Gangs Task Force at the US Immigration 
and Naturalisation Service (INS), says the 
Fujian Resident's Association of New York 
and it's subsidiary, the Fuk Ching group, 
are two of the biggest players. 

These and other triads offer a no-non- 
sense approach to smuggling. Although 
the emigrants come from China, prepara- 


We're heads and shoulders above the 


competition because we don't like to miss a 
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tions for each trip are spread across Asia. 
For example, travel and other documents 
are forged in Thailand, old cargo ships are 
rented or bought i in Taiwan and Singapore, 
and provisions and refittings are under- 
taken in Hongkong. 

Once complete, blocks of seating — if it 
can be called that — are handed out to 
different snakeheads in Fujian to fill. The 
one month journey starts with a deposit of 
several thousand dollars (the rest payable 
in instalments after arrival) and a one to 
three hour trip over land to Fuging. There, 
migrants board a ferry for the 20-minute 
ride to the island of Pingt an from where 
they take a small boat to the high seas just 
outside Taiwan waters. Here they move to 
larger ships for the trip to the US. 

Because the reconverted cargo ships are 
small, passengers are often crammed 
shoulder to shoulder below deck. Similarly, 
the lines for the makeshift toilets some- 
times last two to three hours, with those 
too seasick to climb the steps to the deck 
relieving themselves in the hold. Worse 
still, women who have made the trip say 
crew members sometimes demand sex. 

As the ships near US territorial waters, 
the smugglers normally discharge passen- 
gers onto smaller boats that ferry them 
ashore along the expansive US coastline — 
almost all Fujian departees end up in Man- 
hattan. INS officials, who note that the 








number of asylum seekers has shot up 
since 1989, say that for every vessel that is 
caught, another reaches the US success- 
fully. 

But if the trip to the US is difficult, many 
immigrants do not find the situation much 
better when they arrive. One former triad 
member who claims to have smuggled 


some 150 Fujianese into New York, wrote 
in a 1991 affidavit to the INS that if an im- 
migrant's fee is not paid as contracted, "the 
smuggling organisation will hire gang 
members to kidnap the alien and hold him 
for ransom . . . The victims are often tor- 
tured until the money is paid." 

Still, despite their inability to speak Eng- 
lish, most newcomers manage to pay off 
their passage within four to five years, even 
while sending money home each month to 
their families. Many end up in crime, work- 
ing directly for the gangs. 

"Someone indentured for US$30,000 
will do anything he can to pay off his debt,” 
explains the Western diplomat. And with 

good reason. Since the snakeheads will 
dea deal with fellow Fujianese, they do not 
hesitate to go after the families left behind. 

For those caught before setting foot in 
the US, the punishment, though less se- 
vere, remains stiff. Fines and detention are 
often imposed by local governments. De- 
spite claims by the Fujian provincial gover- 
nor that the people from the East Wood 
had been “warmly greeted" and allowed 
to go back home, many were detained and 
forced to pay large penalties. 

For example, the US Embassy in Peking 
has confirmed that the final 84 East Wood 
passengers were to be released on 31 
March — nearly four weeks after their re- 
turn and after a Rmb 10,000 (US$1,755) 


















fine. However, Chinese authorities con- . 
tinue to hold seven others who they sus- - 
pect belong to the smuggling syndicates, —. 
Still, despite losing their deposit, many — 
of the East Wind passengers have not been 
discouraged. "They don't think that way,” 
says a Changle shop owner. “They only 
think that if they can go to America, then 
everything will be all right.” É 
That is what worries US authorities who 
say they can barely keep pace with the ris- 
ing number of illegal aliens. In an effort 
attack the problem on all fronts, they have 
pressed Chinese officials to stem the flow 
at their borders. Even "with all the man- 
power available at our disposal," says INS - 
spokesman Duke Austin, the US remains - 
“totally vulnerable" to the smuggling op- 
erations unless they are stopped at their ue 
point of origin. E 
Still, one need only look at the rows. of : 
shiny, modern apartment buildings sprout- — 
ing up on the fringes of Changle to under- > 
stand what INS officials are up against. The 
new construction, financed with money 
sent back by those who made it to America, 
is one indication that illegal immigration 
will not be stopped easily or soon. But, as 
always, there is a downside to the exodus. 
Says one Changle hairdresser: “I've heard 
of villages where there's only small chil- 
dren and old people left. All the others ~ 
have gone to America." Bo 
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thing. Especially now that we've built our new 
control tower at Norfolk International Terminals. 
| From there, we can oversee the details that 


l bring the big picture into focus. 


Details like our $400 million expansion at 
NIT. Growth that puts another 300 acres at our 
disposal, and gives | us another 4,300 hundred 
feet of berthing space. We have also added 
 double-stack high cube st service to Midwest 
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markets. And we've made tracking your cargo 
easier with speed of light fiber Optics. 
You See, it's not enough to have a point 


of view. We have a distinct vision of what our 
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customers will need in the future. That's why as 
much as we like our tower, nothing will ever 
replace looking at things from your perspective. 
/[^: The Ports of Virginia 


Gateway To America. 


Virginia Port Authority. 600 World Trade Center. Norfolk, VA 23510. 
USA: (8041 683-8000. Korea: (822) 739-6248. 


Hong Kong: (8521 5255313. japan: (815) 5508-2750. 








SOUTH KOREA 


Assets and Anxiety 


Kim's — zeal upsets politicians 


as it revolution or reform? That 
W was the question South Koreans 

were asking themselves one week 
after legislators from the ruling Democratic 
Liberal Party (DLP) succumbed to demands 
by President Kim Young Sam to reveal 
~ their assets. 
. Why? Because the resulting fallout from 
the financial disclosures has shaken the 
. country's political foundations as never 

before. Among those tainted by allegations 

of cheating, Ex evasion and chai a 
ing are some of the country's leading poli- 
ticians. Perhaps coincidentally, many hap- 
pen to be Kim’s fiercest critics within the 
party. 

Leading the list of fallen kingpins is 
Park Jyun Kyu. The defiant speaker of the 
National Assembly, Park allegedly began 
amassing property shortly after he entered 
parliament in 1971. A media study of his 
holdings — which include forest land and 
commercial plots — shows he was unusu- 
ally adept at targeting emerging markets. 
Buying in the name of his wife or son, Park 
actually seemed to be purchasing land in 
areas under the government's urban de- 
velopment plan. Accordingly, he always 
. happened to be in an area just before the 
start of a development boom. 

Defending himself by saying he was 
amassing a fortune to start a scholarship 
foundation, Park resigned from the DLP on 
29 March. But in à move seen as a direct 
challenge to Kim's anti-corruption efforts, 
the eight-term assemblyman — who now 
owns 63,600 square metres of land and 70 
commercial and residential units — re- 
fused to resign from the legislature. He will 
no longer be speaker, however. 

Park's decision to resign from the DLP, 
but not from politics was followed by that 
- of Lim Choon Won. A Seoul legislator with 
vast property holdings, Lim had been at- 
< tacked for failing to disclose a hospital 
.. building and tourist hotel owned by his 


— wife. 


But Park and Lim were not the only 
critics to question Kim's efforts to clean 
up the executive, legislative and judicial 
branches of government. On the same 
day that the former speaker left the DLP, 
two senior prosecution officials also re- 

signed. 

Unlike others who were accused of 
profiting illegally, however, the prosecu- 
tors were gui ty of nothing other than hav- 
.. ing inherited large family fortunes amassed 
© through legal means. That led some ob- 





servers to worry whether reform-minded 
zealots in the administration had begun to 
equate wealth with guilt. "This is some- 
thing akin to a revolution, a kangaroo court 
trial where [being] rich is looked at as sin,” 
complained one DLP legislator. 

But for all its problems, the anti-corrup- 
tion drive seemed to be working on some 
levels. Among those who announced their 
retirements from both the DLP and elective 


office were: Kim Jaison, former speaker of 


the parliament; Yoo Hak Seong, a retired 
army general who had been the Assem- 
bly’s defence subcommittee chairman; and 
Kim Moon Kee, a furniture businessman- 
turned-politician. 

Still another 10 DLP legislators were af- 


fected by the reform programme. Although 


they were not forced to resign from the 


DLP, most faced the likelihood that they 
would lose their posts over the mounting 
outrage about the size of their fortunes. 
Included in this group was Kum Jin Ho, 
who served as minister of trade and indus- 
try under former president Chun Doo 
Hwan. The complaint against Kum in- 


volves his purchase of land in the commer- 


cial district of Inchon next to Seoul in 1983. 
The next year, the city government moved 
its offices to a new site close to the land 
bought up by Kum, sending Kum's prop- 
erty value soaring many times. Critics 
claim that Kum had gained early access to 
a confidential government plan outlining 
the move. 

Although the cost of the reform drive 
within the DLP has been high, Kim does 
not seem any less resolute than when he 
assumed office on 25 February. Riding the 
crest of over 70% popularity, he told a 
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meeting of DLP leaders at the presidential 
Blue House the day after the disclosures 
began that "it's time for our party to shed 
tears of penitence." 

But is Kim's move an ethics crusade? 
Many of his critics point out that most of 
those accused of corruption come from a 
DLP faction that was originally loyal to 
former president Roh Tae Woo. In one 
stroke, they say, Kim is trying to remove 
party rivals who have long tormented him. 
They point to Park Jyun Kyu as evidence, 
noting that it was Park who engineered 
Kim's expulsion from the National Assem- 
bly in 1979. 

Other party figures — both those who 
support the president and those who do 
not — also worry that Kim may be losing 
control of the reform effort. With the coun- 
try's media putting tremendous pressure 
on him to continue the drive, they are con- 
cerned the president may not know where 
to draw the line. 

One question central to the disclosure 
campaign is the shape that new legislation 
aimed at achieving greater transparency in 
political funding should take. At the core 





of that debate is the necessity for people 
who do business to use their real names. 
Under the current system officials are able 
to hide behind aliases. "How much cred- 
ibility can you give to a disclosure rule 
under which people list billions of won 
worth of properties but omit bank depos- 
its?” asked Hong won Tak, a Seoul Na- 
tional University professor, in a newspa- 
per interview. 

Doubts like those underscore the daunt- 
ing task Kim still faces as he tries to bring 
political corruption under control. Ulti- 
mately, the success of his reforms seems 
dependent on instituting what is called the 
real-name transaction law that would help 
him trace the flow of “black money” into 
politics. Compared with the gargantuan 
effort that undertaking will entail, the cur- 
rent uproar seems nothing more than the 
opening salvo in a long war. a 
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TAIWAN 


No Way to Treat an Ally 


US pressures on trade irk Taipei leaders 


By Julian Baum in Taipei 


aiwan's vulnerability to pressure 

from Washington on trade issues 

has been so obvious for so long that, 
curiously, it may be one of the few rallying 
points for a government which appears 
deeply divided on everything else. 

After trade talks broke down in Wash- 
ington in early March, principally over 
increased protection for intellectual prop- 
erty rights (IPR), Taiwan has been told to 
pass legislation “acceptable to the US, or 
else...” The “or else” implies the possibil- 
ity of 100% tariffs on electronics exports 
under retaliatory measures permitted by 
the US Omnibus Trade Act of 1988. Indus- 
try sources estimate that such tariffs could 
affect US$2 billion in trade with the US. 

Few people believe that things will go 
that far under a Clinton administration 
considered friendly to Taiwan. But the 
prospect of sanctions on the island’s most 
competitive export industry has almost 
miraculously mobilised its fractious legis- 
lature into working with a newly ap- 
pointed cabinet on an issue which was not 
very high on the agenda until recently. 
Lawmakers from both the ruling Kuo- 
mintang and the opposition began on 24 
March a series of emergency closed-door 
meetings with key cabinet ministers to 
hammer out a consensus on legislation. 
Their aim, and that of President Lee Teng- 
hui, is to head off threats by the US to name 
Taiwan as an IPR violator in late April. 

If another trade crisis is being averted, 
the perennial exercise has become ex- 
tremely disruptive of bilateral relations, say 
observers in Taipei. “From the standpoint 
of our two countries, we appear to have 
reached the point where the type of con- 
sultations that worked so well in the past 
will no longer suffice,” said Robert Irick, 
chairman of the Asia-Pacific Council of the 
American Chambers of Commerce and a 
governor of the chamber's Taipei chapter. 

Irick sympathises with those who feel 
that Taiwan, which among other reasons is 
vulnerable because of its diplomatic isola- 
tion and its pending application to join the 
Gatt, is being made into an example for 
Washington’s worldwide war against IPR 
theft. One reason for the special treatment 
is Taiwan's leading role as an exporter of 
computers and computer components. 
With exports of 2.5 million personal com- 
puters and 7 million motherboards last 
year, a large share of which went to the 
US, Taiwan depends heavily on copy- 
righted and patented materials for its most 
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Lee plans to avoid American retaliation. 


competitive international export sector. 

“The fact is, if Taiwan wants to keep 
exporting sophisticated products, it will 
also become a victim of piracy,” said 
Olivier-Charles Moore, chairman of the 
European Council of Commerce and Trade 
in Taipei. “If they want other countries to 
protect them, they should protect others 

Few Taiwanese policymakers would 
disagree. But some argue that Taiwan is 
too easy a target and that other countries, 
such as China, are too easily let off the 
hook. They may have a point. 

For instance, Business Software Alli- 
ance, which was among those US-based 
groups citing Taiwan in a recent complaint 
to the US Trade Representative's office, 
says that unchecked piracy costs US com- 
puter software companies between US$10- 
12 billion annually. The group cites the two 
worst cases as South Korea and Spain. In 
its February report, South Korea is de- 
scribed as being "grossly deficient" in legal 
protections and enforcement while Spain 
has one of the highest piracy rates in Eu- 
rope where four countries (Germany, 
France, Spain and Poland) account for 
US$1.4 billion in losses annually. 

Losses from Taiwan are estimated at 
US$585 million, the highest for any single 
country and slightly above those in Ger- 
many. The alliance shows that Taiwan's 
piracy rate, estimated at 80% two years 
ago, is below that of Thailand (99%) or 
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South Korea (88%). (The piracy rate is an 
estimate of the amount of illegal software 
installed as a proportion of total installed 
personal computers.) The US piracy rate is 
estimated at 407; while major European 
countries rank between 75-90%. 

Computer industry sources in Taipei 
question these estimates, especially in Tai- 
wan's case. They say a large number of 
computers use Chinese-language software 
developed locally. 

Observers in Taipei also note that the 
US Government does not usually order 
other governments into action on trade 
issues as publicly or as bluntly as it does 
Taiwan. “The US Government thinks it 
can pressure Taiwan into any kind of a 
deal,” commented an economist at a gov- 
ernment-funded think-tank. "We know 
that IPR enforcement will help develop 
Taiwan's software and movie industries, 
for example. But the rules of the game 
must be fair and the consumers must also 
be protected against unreasonably high 
costs as well." 

One problem is that Taiwan's IPR viola- 
tions have been too obvious. The illegal 
broadcasting of US films on illegal cable TV 
networks and the availability of pirated 
compact discs in the local market are 
among the most glaring examples. 

The US tactics can also lack subtlety. 
The March visit to Taipei of Natale Bel- 
lochi, chairman of the American Institute 
in Taiwan, was the latest evidence of high- 
handedness, say local politicians. As head 
of a maverick agency set up to bypass the 
US State Department after Washington 
broke off diplomatic relations in 1979, 
Bellochi represents an organisation at the 
margins of the US foreign-policy establish- 

ment. Nevertheless, his views are accorded 
front-page publicity by the local news me- 
dia during his annual two-week trek to 
Taiwan which this year neatly coincided 
with the IPR row. 

Bellochi told lawmakers and top gov- 
ernment officials that they had no choice 
but to turn into law an agreement initialed 
last year on amending the copyright legis- 
lation. "Without approval of the complete 
agreement, the whole thing falls apart," he 
told lawmakers. “This is nothing new,” he 
said, according to press reports. "We've 
been pursuing this issue for 15 years.” 

Lawmakers had screened the new 
legislation in January, but withheld 
approval on 8 out of 22 articles, including 
a controversial amendment to ban the 
independent importation of goods already 
licensed for sale through a distributor. 
Other bills still not passed by lawmakers 
but urged by the US include legalising the 
cable television industry which would 
make it easier for US companies to sign 
licensing agreements for airing copy- 
righted movies and video tapes. The gov- 
ernment has vowed to pass the cable T 
law this year. m 
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CAMBODIA 


Rivers of Blood 


Khmer Rouge step up drive against Vietnamese 


By Nayan Chanda in Hongkong and 
Nate Thayer in Phnom Penh 


“In terms of numbers, one of us must kill 
30 Vietnamese . . . that is to say we lose one 
against 30. We don't have to engage 8 million 
people [Cambodia's presumed population]. We 
need only 2 million troops to crush the 50 mil- 
lion [sic] Vietnamese and we would still have 6 
million left.” — Khmer Rouge broadcast 
over Radio Phnom Penh on 10 May 1978. 


n the morning of 24 March this year 

Khmer Rouge guerillas operating 

along the shore of Tonle Sap Lake 
in central Kompong Chhnang province or- 
dered a fishing boat to halt and opened 
fire at point blank range on the 
ethnic Vietnamese on board. At 
least five were killed, including 
two children. 

The number of ethnic Viet- 
namese killed in such massacres 
during March alone has risen to 
at least 42, mostly women or 
children; 24 others were injured. 
According to investigators work- 
ing for the UN Transitional Au- 
thority in Cambodia (Untac), the 
attacks appear to be systematic 
and centrally directed and may 
be only the beginning of the anti- 
Vietnamese pogrom. 

Diplomats and analysts have 
long debated whether Pol Pot's 
Khmer Rouge have changed 
since they were driven out of 
Phnom Penh in 1979. China and 
Asean countries, trying to justify 
an anti-Hanoi coalition built 
around the Khmer Rouge, have 
presented the group as re- 
formed revolutionaries. And while their 
unwavering agenda has been to cleanse 
Cambodia of the Vietnamese and their 
“puppets,” the Khmer Rouge had taken 
care in the past to deny their involvement 
in the killing of Vietnamese civilians. Not 
any more. 

In a raid on 10 March, the Khmer Rouge 
killed 34 Vietnamese civilians in Siem 
Reap province. A Khmer Rouge broad- 
cast on 14 March credited the "people" for 
"doing away with a number of the yuon 
[pejorative Khmer word for the Vietnam- 
ese] in the Tonle Sap" and condemned 
Untac chief Yasushi Akashi's statement 
threatening to punish those who killed 
the Vietnamese. It said "Akashi's action 
constitutes a blatant protection of the 


yuon." 
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Lest there be any doubt about where 
the Khmer Rouge stand, the broadcast 
said the Cambodian people "cannot en- 
dure the yuon aggressors’ annexation 
and plundering of Cambodia’s land and 
fish any longer. They can no longer de- 
pend on Untac. The only way left for them 
is to fight to boot the yuon out of Cambo- 
dia in order to claim back their land and 
fish.” 

The broadcast compared the action of 
forcing the Vietnamese to flee to Japan's 
policy of turning back Vietnamese boat 
people. ^No nation in the world would 
condone such an action. Japan has already 
voiced an earth-shaking protest against the 
arrival on its shore of just a few yuon boat 





Grieving family of a murdered ethnic Vietnamese fisherman. 


people. How about Cambodia, a small 
country with a small population, what 
danger is it facing after years of influx of 
the yuon?" the broadcast asked. 

By their public advocacy for murdering 
the Vietnamese, the Khmer Rouge have 
come close to reprising their position in 
1978, when an orgy of violence against 
the both Vietnamese and Cambodian 
populations reached a new height. 

It is unclear how much public support 
the Khmer Rouge had in their anti- 
Vietnamese campaign in 1975-78 period. 
But their crusade against the Vietnam- 
ese in recent months seems to enjoy a 
degree of passive support because it 
taps into a rich vein of fear among the 
Khmer population, moulded by centuries 
of history. The political parties, no matter 


FAR EASTERN ECONOMIC REVIEW 


how they may feel about the prospects of 
an increasingly bloody pogrom, are un- 
willing to publicly condemn the Khmer 
Rouge. 

"The Phnom Penh government . . . has 
issued routine denunciations of the killing, 
but it is keen not to be seen as the protector 
of the Vietnamese," a US analyst points 
out. Indeed, soldiers of the Vietnamese-in- 
stalled State of Cambodia Government, a 
titular ally of Hanoi, have been preying on 
the fleeing refugees by boarding their boats 
and robbing them at gunpoint as they head 
towards Vietnam. 

In fact none of the 20 Cambodian politi- 
cal parties contesting the UN managed 
polls has condemned the killings of civil- 
ians, while several have used the murders 
as a platform to renew calls to create in- 
ternment camps or forced mass exodus of 
the ethnic Vietnamese. 

Even Prince Norodom Sihanouk, one of 
the rare Khmer politicians to condemn the 
killings, seems to have given up hope for a 
civilised solution to the ethnic Vietnamese 
problem. In a message from his 
residence in Peking on 15 March, 
he expressed his compassion for 
the Vietnamese civilians, but 
said neither he nor the UN was 
able to contain "this thirst for 
murdering the Vietnamese . . . In 
these conditions the best service 
to the innocent Vietnamese civil- 
ians residing in our country is to 
advise them to return to their 
country — that is Socialist Re- 
public of Vietnam." 

However, many of those 
Cambodians who passively 
support this "ethnic cleansing" 
may not recall that the earlier 
slaughter of Vietnamese was 
only the start of a larger “purifi- 
cation" planned by the Khmer 
Rouge. The 10 May 1978 broad- 
cast that called for the killing 
of all Vietnamese had a chill- 
ing message for the Cambodian 
population as well, when it 
ended by saying that killing Vietnamese 
was not enough; their friends among the 
Khmer population also had to be rooted 
out. “We must purify our armed forces, 
our party and the masses of people in or- 
der to continue fighting the enemies in de- 
fence of Cambodian territory and the Cam- 
bodian race." 

The other lesson of 1978 that Cambodi- 
ans may choose to ponder is that in De- 
cember of that year Hanoi unleashed its 
army on the Khmer Rouge government, 
ostensibly to protect the lives and property 
of its population in the border villages. The 
Khmer Rouge were forced from power and 
launched a guerilla war against the Viet- 
namese-installed government that was 
only ended — or at least suspended — by 
the Paris accords. u 
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China’s purchase of the Su27, on display in Malaysia, worries its neighbours. 


Sukhois, Sams, Subs 


China steps up arms purchases from Russia 


By Tai Ming Cheung in Hongkong 
hina’s military chiefs are losing lit- 
tle time using a 13.5% rise in this 
year's defence budget to increase 
purchases of advanced Russian weapons. 
The move comes on top of almost US$2 
billion in arms acquisitions from Moscow 
in the past couple of years. 

The purchases — which are intended to 
fill serious gaps in China's military defi- 
ciencies — will be used primarily to sup- 
plement the country's air and naval forces. 
Still, despite Peking's assurances that its 
weapons modernisation programme does 
not represent a threat to other states, neigh- 
bouring countries are worried at how 
quickly the People's Liberation Army (PLA) 
is expanding its potent and long-range of- 
fensive capability. 

According to Western analysts, the PLA 
has begun to take delivery of up to 100 
Russian S300 surface-to-air missiles. The 
deal, which is believed to include four 
mobile launchers, was signed either in late 
1992 or at the beginning of this year. The 
first consignment was observed being off- 
loaded from a Russian freighter in a north- 
ern Chinese port in early March. 

The weapons are expected to be de- 
ployed around Peking to provide high- 
level air defence. With a combat range of 
up to 100 kilometres and a limited capabil- 
ity to intercept in-coming cruise and long- 
range ballistic missiles, the S300s will help 
fill many of the holes left by the existing 
antiquated air defence network. 

For their part, Russian officials stress 
that the missiles are only defensive in na- 
ture. Still, they admit they are carefully 
studying any possible strategic implications 
from the sale. One question is whether the 
deal could affect Chinese thinking on its 
nuclear and long-range missile doctrines. 
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“If the Chinese are able to use these mis- 
siles to help develop a comprehensive air- 
defence system, they could believe that 
they are sufficiently protected from missile 
threats from some of their neighbours," 
says one Russian official in Moscow. "In a 
future crisis situation, they might [then] be 
more willing to use their nuclear and mis- 
sile arsenals than previously when they 
were vulnerable to retaliation." 

The S300 system will also help ease 
Chinese concerns about long-range nuclear 
or conventional missile threats not only 
from the US and Russia, but from several 
regional countries including India, Taiwan, 
North Korea and, eventually, Japan. 

In addition to the S300, Western mili- 
tary observers believe the Chinese are in 
advanced negotiations with Russia on the 
purchase of 26 Sukhoi Su27 fighter aircraft. 
Last year, Peking took delivery on an ini- 
tial order of 26 Su27s. Located at an airbase 
in Wuhu in Anhui province, they will en- 
ter service with the Chinese air force over 
the coming months. 

A total fleet of around 52 aircraft would 
represent a potent tactical force, analysts 
say, particularly because one of their key 
missions will be to provide air cover and 
superiority for Chinese naval forces oper- 
ating in the vicinity of the contested Spratly 
Islands in the South China Sea. Vietnam, 
which is China's main antagonist over the 
Spratlys dispute, has reportedly suspended 
talks with Moscow over the future of Rus- 
sian military facilities in Cam Ranh Bay in 
protest over Russian arms sales to China. 

But strategically, the new Su27s will not 
significantly affect the military balance be- 
tween China and its other neighbours. Tai- 
wan's recent spending spree on 150 F16 
fighters from the US and 60 Mirage 2000 
interceptors from France means that they 
will continue to retain air superiority over 
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the Taiwan Straits. 

Some analysts believe that the Chinese 
intention to buy the additional Su27s will 
end its interest in acquiring other Russian 
combat aircraft. Peking has been looking at 
purchasing a regiment of MiG31 high-alti- 
tude interceptors. 

Preliminary negotiations are also taking 
place on the purchase of Russian conven- 
tional Kilo-class submarines, according to 
the Western sources. The Chinese navy is 
believed to be interested in buying two 
submarines initially and then acquiring the 
rights to manufacture their own vessels. 

Moscow provided Peking with blue- 
prints in the late 1950s for the construction 
of Romeo-class submarines that are the 
mainstay of the Chinese submarine fleet. 
Although the 1980s generation Kilo-class 
submarines are considerably more ad- 
vanced, Western analysts say the Chinese 
would not have any serious technical diffi- 
culties producing these vessels by them- 
selves. 

China's arms purchases from Russia in 
1992 totalled US$1.8 billion, according to 
Russian estimates. Although the Chinese 
defence budget has almost doubled in the 
past five years to Rmb 42.5 billion (US$7.4 
billion), much of the funding for these con- 
tracts is believed to come from extra-budg- 
etary sources provided by the government. 
In addition, a substantial portion of the 
deals were agreed on barter terms, with 
the Chinese providing consumer goods 
and agricultural commodities as payment. 

If the Chinese do go ahead with plans 
to buy 26 Su27s and two Kilo submarines, 
this could cost between US$1.5-2 billion, 
analysts estimate. 

Alarmed by growing international at- 
tention over its military modernisation ef- 
forts, and in particular the Sino-Russian 
arms relationship, Chinese officials have 
been attempting to downplay these ties 
saying that media reports of China's mili- 
tary buildup are exaggerated. At the cur- 
rent session of the National People's Con- 
gress in Peking, Lieut-Gen. Li Lun, deputy 
director of the PLA General Logistics De- 
partment, pointed out that the average an- 
nual military expenditure of under 
US$3,000 per soldier was among the low- 
est in the world in per capita terms. Other 
military officials note that most of the PLA's 
weapons are obsolete. 

But these public relations efforts have 
not been helped by comments from top 
policy makers about the need to develop 
the PLA's capabilities to match its growing 
economic and political influence. Speaking 
before the NPC, Jiang Zemin, party general 
secretary and chairman of the Central Mili- 
tary Commission, said that only by “build- 
ing up a strong army that is commensurate 
with our national status can we guarantee 
that national security will be safeguarded 
and that socialist modernisation can 
progress smoothly." u 
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In the midst of the ongoing Sino-British row over 
Hongkong, the REVIEW asked three prominent 
Hongkong figures to give their reaction to Governor 
Chris Patten’s proposed constitutional reform. 


The Patten Package 


Too Far 





By Allen Lee iai 


ver since Governor Chris Patten 
E decided to introduce his constitu- 

tional reform package, many of those 
with more experience in both Hongkong 
and China have been arguing that he has 
gone too far. Now it appears our concerns 
are justified. Beyond the upsets to the local 
stockmarket, the result was China's an- 
nouncement that it will now be forced to 
set up a shadow government for Hong- 
kong — the so-called "second stove." 
Whatever result the governor intended is 
going to be muted by the influence of these 
outside pressures. Indeed, even if his pro- 
posals are passed by the 
Legislative Council (Legco), 
they will be torn up come 
1997. 

Frankly, it is hard to be- 
lieve that the proposals are 
in Hongkong’s interest. The 
decision to press ahead 
with the controversial 
package in the face of ex- 
plicit Chinese warnings 
means that the British will 
not only lack Peking's ap- 
proval, they may have en- 
sured its hostility. The re- 
sult will be to make all fu- 
ture political and business 
dealings difficult, from the 
awarding of contracts for 
the proposed airport to the participation of 
British and Hongkong firms in projects on 
the mainland. This is precisely the situa- 
tion the 1984 Joint Declaration sought to 
avoid when Britain committed itself to 
working with China in the years up to 
1997. 

The simple truth is that China will 
resume sovereignty over Hongkong in four 
years, and any arrangement that does not 
take account of this fact harms the people 
of Hongkong and jeopardises their way of 
life. At the same time, as a country in the 
midst of its own modernisation, China may 
not always understand the nuances of 
Hongkong life. What Hongkong therefore 
needs is a middle path that is neither con- 
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Allen Lee is chairman of the 
Preparatory Committee of the 
Liberal Party and was 
appointed to the Legco by 
Governor David Wilson. 


frontation nor appeasement, and we have 
formed the Liberal Party to fill this gap. 
China needs to know clearly the role of 
current political institutions such as the 
Legco, and we have sent delegations to 
Peking to do just that. 

In the months of debate over the com- 
plicated details of the governor's package, 
we have lost sight of what is most precious 
to the people of Hongkong: the preserva- 
tion of their freedoms. Deep down Hong- 
kong people fear control, and they espe- 
cially fear control by the communist party. 
We understand these fears, and we want 
to support and protect the freedoms Hong- 
kong needs and wants — freedom of the 
press, of the judiciary, etc. But we also be- 
lieve that provoking China in the few years 
of British rule remaining is simply counter- 
productive. 

In as much as honour 
has been introduced into 
the equation, I should state 
that we are not question- 
ing Governor Patten's in- 
tentions. He means well. 
He wants democracy for 
Hongkong, and he has in- 
disputably tried hard to 
bring it about. No one can 
fault him for this. But 
good intentions are not 
enough, and failing to an- 
ticipate China's response 
has brought about a rift 
between Hongkong and 
China that appears to 
widen every day. 

We should ask what will be gained 
from all this reform. Certainly not demo- 
cracy. Indeed, in a recent interview with 
the REVIEW, the governor himself conceded 
that his package is not even “a small step" 
towards democracy. So what do we get, 
even if the Patten programme is passed in 
its entirety? Distrust and disruption cer- 
tainly, and a slightly reformed political sys- 
tem with a lifespan of less than 24 months. 
For this small token of democracy the Bri- 
tish Government gambles with the eco- 
nomic and political stability necessary to 
maintain our way of life. 

The Chinese are said to be obsessed 
with face. But those of us whose home is 
Hongkong have to wonder why the gover- 


FAR EASTERN ECONOMIC REVIEW 


nor himself seems so resolute on sticking 
to what he admits is but a modest package, 
introduced after a century-and-a-half of 
colonial rule, that guarantees only further 
antagonism with Peking in this critical pe- 
riod. In the end, Governor Patten and those 
around him will go back to Britain. But we 
Hongkong Chinese must stay and bear the 
consequences. a 


Not Far 
Enough 


By Christine Loh — 


overnor Patten's proposals for 
G political reform deserve to be 

supported, but only as a small and 
belated step towards the fully democratic 
political system for which Hongkong has 
long been ready. Had Britain taken a few 
more steps of this kind 20, 10, or even 
five years ago, Hongkong today 
would be much better prepared for the 
challenges and uncertainties that lie be- 
yond 1997, 

The ferocity of China's response should 
not blind us to the fact that the Patten 
proposals are, in fact, very modest in 
scope. Within those limitations, let us give 
credit where credit is due. The proposals, 
as drafted, would greatly broaden the 
voting base of the functional constituen- 
cies, and they would give a strongly 
democratic "flavour" to the electoral col- 
lege by placing it in the hands of district 
councillors who were themselves directly 
elected. More of the Legco would thus be 
made accountable to more of the public, 
reinforcing both its political legitimacy and 
its usefulness as an institution of govern- 
ment. 





But no combination of compromises | 


and half-measures, however elegant and 
however ingenious, can substitute for de- 
mocracy itself, and only substantive de- 
mocracy can supply the political founda- 
tions secure enough to underpin the “high 
degree of autonomy" that China has prom- 
ised for Hongkong after 1997. On such au- 
tonomy, in turn, rests China's declared 
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hope of sustaining “one 
country, two systems” for 
at least 50 years beyond 
that date. Without demo- 
cracy, the whole edifice of 
ideals and expectations em- 
bodied in the Joint Declara- 
tion will thus be in danger 
of collapse. 

Democracy is so crucial 
to the survival of Hong- 
kong’s distinct identity be- 
cause if two systems really 
can be made to co-exist 
within one country after 
1997 it will only be be- 
cause all the people of 
Hongkong are motivated to engage, them- 
selves actively in protecting the values 
and defending the integrity of their own 
small system against the natural tendency 
towards assimilation by the much bigger 
and more powerful system of China. If all 
the people of Hongkong are not so moti- 
vated, if most of them are allowed to feel 
that the system depends on someone 
other than themselves, then the experi- 
ment will be doomed before it starts. 

China itself recognised the crucial role 
of democracy in this process a decade ago 
when it formulated the slogan “Hongkong 
people ruling Hongkong,” and later when 
it declared in Article 68 of the Basic Law 
that “the ultimate aim is the election of all 
the members of the Legislative Council by 
universal suffrage.” For China now to in- 
sist that further democratic reform cannot 
be undertaken in Hongkong before Brit- 
ain's departure in 1997 is arbitrary and 
damaging. For safety’s sake, any demo- 
crat, and any defender of Hongkong's fu- 
ture autonomy, must press for a Legco 
entirely elected by universal suffrage as 
soon as possible. This may imply short- 
term costs, notably in terms of stockmar- 
ket turbulence, arising from friction with 
China. But these would be nothing com- 
pared to the long-term costs of arriving at 
1997 without having locked that high de- 
gree of autonomy securely and democrati- 
cally in place. 

It is essential, too, that the final say on 
the Patten proposals should in the mean- 
time rest with the Legco in Hongkong, 
which even in its present and highly im- 
perfect form, contains the elected repre- 
sentatives of the Hongkong people. The 
twin fiascos of the "seven letters" and the 
Court of Final Appeal have shown that 
Sino-British secret deals reached without 
public debate in Hongkong are neither ac- 
ceptable nor workable. If the possibility 
should recur of talks with Peking, then the 
talks must be ones at which Hongkong is 
directly represented, and at which there is 
no question of pre-empting the Legco's 
verdict. 

As to how the Legco should proceed, it 
scarcely seems arguable, as some have in- 
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Christine Loh, a political 
independent, was named to 
Legco by Governor Patten. 


sisted, that the proposals 
should be diluted there in a 
last vain hope of appeasing 
China. The job of the Legco 
is to speak for Hongkong, 
not to second-guess Peking. 
The question, surely, is 
whether the proposals in 
their present form respond 
adequately to the pressure 
for democracy which has 
been intensifying in Hong- 
kong since the signing of 
the Joint Declaration. The 
evidence is that they do 
not. The responsibility of 
Legco members will be to 
say as much on behalf of Hongkong, and 
to proceed accordingly. 


Just About 
Right 


hat is it that Governor Patten has 
W done that has every Chinese com- 
munist bigwig hopping mad, re- 
fusing even to talk to him about his tenta- 
tive proposals for the forthcoming elec- 
tions? It cannot be democracy, because 
even if he wanted to introduce it both the 
Joint Declaration and Basic Law have al- 
ready decreed that Hongkong will be gov- 
erned by top civil servants who, from 1 
July 1997 on, will be appointed by Peking. 
All the Patten proposals do is give more 
and younger Hongkong people the chance 
to vote someone of their own choice into 
the legislature, someone who, they hope, 
will speak up for them if the executive of 
top civil servants ever abuses its power. 
The reason for the flap today is that ever 
since the second meeting of the Joint Liai- 
son Group in November 1985, Britain has 
made a practice of letting Peking veto, in 
secret, any proposals for developing repre- 
sentative government in Hongkong. And 
to protect the reputations of 
those urging this appease- 
ment — the Foreign Office, 
Sir Percy Cradock and Lord 
Wilson — the Hongkong 
and British establishments 
have tried to hide this mis- 
erable little secret thingy. 
But by making public his 
package and inviting 
Hongkong people and their 
legislature to debate it with- 
out giving China the chance 
to pre-empt any aspects 
they do not like, Governor 
Patten has departed from 
established practice. 
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John Walden is a former 
member of both the 

Legislative and Executive 
Councils. 


Indeed, in China's eyes Patten's crime 
is not that his package conflicts with either 
the Joint Declaration or the Basic Law. It is 
that in departing from the colonial practice 
of treating Hongkong's Legco as a rubber 
stamp he has challenged China's position 
that only those selected by Peking have the 
right to speak for Hongkong. Accordingly, 
Hongkong people should now be asking 
themselves this: if Peking is making such a 
big fuss about giving a slightly more repre- 
sentative legislature a small voice on a 
minor matter in 1993, how, and in what 
form, will its paranoia express itself after 
1997. Clearly if Hongkong people are to 
have any confidence that China will hon- 
our its commitment to a "high degree of 
autonomy" for Hongkong, people here 
should support the governor's attempt to 
test the sincerity of that promise now rather 
than risk waiting to see what China will do 
after it assumes sovereignty. 

The auguries are not good. Not only has 
China itself moved significantly away from 
the concept of pluralistic government and 
the separation of state and party since the 
7th National People's Congress, the track 
record of communist governments is not 
encouraging. The power structure decreed 
by Peking for post-1997 Hongkong, more- 
over, has an executive chain of command 
that runs directly from the Chinese capital 
down through Hongkong’s chief executive 
and his top officials to the 190,000-strong 
civil service. All of them will be required to 
take orders from above. 

If the people of Hongkong are to secure 
some measure of control over this bureau- 
cratic behemoth, not only should they be 
backing the governor's modest constitu- 
tional package, they should also be urging 
him to set up a constitutional commission to 
work out ways in which the influence of 
Hongkong's elected citizens can be brought 
to bear on the executive chain of command 
in the four years of British rule still remain- 
ing. In parallel, the welcome trend set by the 
governor himself towards greater openness 
and accountability in the conduct of public 
affairs, including greater public access to of- 
ficial data and the removal of restraints on 
the media, needs to be speeded up. 

All these measures can 
help compensate for the fact 
that China is most unlikely 
to increase the number of 
Legco members to be 
elected by universal fran- 
chise to more than 30 out of 
60 before the year 2007, 
however strongly the peo- 
ple of Hongkong may feel 
about it. That these same 
Hongkong Chinese have 
made their city what Patten 
rightly describes as one of 
the ^wonders of the world" 
cuts no ice with China's cur- 
rent rulers. Ei 
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THAILAND 


Time of Trial 


Former prime minister Anand faces prison term 


By Rodney Tasker in Bangkok 


nand Panyarachun, one of Thai- 
A land's most highly regarded former 

prime ministers, faces the prospect 
of spending up to five years in prison if 
found guilty in a criminal case brought 
against him by a former Supreme Court 
judge. 

Anand's stature among local business- 
men, professionals and foreign diplomats 
— as well as the curious nature of the suit 
— have combined to make this case a cause 
célèbre. While some Thai legal experts dis- 
miss the possibility that Anand will ever 
serve time in prison, observers feel the is- 
sue is bound to become rapidly politicised 
if it is not dropped or a compromise 
reached. 

The case against the former prime min- 
ister was initiated by Pravit Khamparat, 
who claims Anand blocked his promotion 
shortly before retirement in 1992. 

The charge is non-feasance — which 
translates into the wider known mal- 
feasance, or official misconduct — in terms 
of interfering in the country's judicial 
process and by extension its faction- 
ridden judiciary. Anand is set to appear 
before Bangkok's Criminal Court on 21 
April. 

Although the businessmen, profession- 
als, former ministers and academics who 
have rallied around Anand deny there is 
anything political in what they are doing, 
the former prime minister has felt it neces- 
sary to caution his many supporters not to 
let the issue get out of hand. He warned 
that the affair should be peaceful "because 
we have gone through several confronta- 
tions, and each time it was the people who 
suffered." 

Anand began his first term as prime 
minister shortly after the February 199] 
military coup which ousted the govern- 
ment of Chatichai Choonhavan. The 
former senior diplomat and business 
executive was appointed by the ruling 
junta to head an interim government 
mainly made up of technocrats and busi- 
nessmen. 

In this role he managed to keep the mili- 
tary rulers at bay while pushing through 
policies to keep the booming Thai economy 
afloat and ensure continued investor confi- 
dence. 

He accepted his second term with re- 
luctance after troops shot and killed or 
wounded many pro-democracy demon- 
strators as they demanded the resignation 
of appointed Prime Minister Suchinda 





Anand's veto provokes legal action. 


Kraprayoon in May 1992. 

Anand took over the premiership when 
Suchinda was forced to step down, and 
used his short term in office ahead of gen- 
eral elections that September to cool politi- 
cal emotions and defuse the confrontation 
between civilian politicians and the mili- 
tary hierarchy. He arranged for all the dis- 
graced generals involved in the May crack- 
down to be removed to inactive posts, be- 
fore handing over to Prime Minister Chuan 
Leekpai's fully elected government after 
the elections. 

It was during his second term that 
Anand became embroiled in a power-play 
between rival factions of senior judges. 
Pravit and other members of his faction 
were proposed for promotion by the Judi- 
cial Council when Anand intervened to 
stop the move. 

As a result, Pravit — a former perma- 
nent secretary at the Justice Ministry — 
was denied promotion before he retired 
from the bench on reaching the age of 
60 in September 1992. Pravit's faction col- 
league Pramarn Chansue, however, was 
eventually appointed Supreme Court 
president. 

Pravit's suit against Anand, his govern- 
ment's then justice minister, former 
Supreme Court President and Justice 
Ministry permanent secretary, alleged that 
the former judge was deprived of pro- 
motion to chief justice of a Regional Court 
of Appeals. The Criminal Court an- 
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nounced it would accept the suit in early 
March. 

It was at this point that the "friends of 
Anand" movement began to take shape. 
Those rallying around Anand to provide 
moral support comprised leading academ- 
ics and professionals, spearheaded by the 
Business for Democracy Club, Jurists for 
Democracy Club and the Ploenchit 35 
group. 

Many of those who support the former 
prime minister had been political activists 
during periods of authoritarian rule in the 
1970s, and had backed anti-military parties 
— including Chuan's Democrat Party — 
in the September election. 

While Anand confined himself to ad- 
mitting that some of his decisions when in 
power may have angered vested-interest 
groups, many of his friends stressed their 
support was mainly personal. “We regard 
Mr Anand as the most valuable person of 
this decade — we want the people to see 
his value to society," Ploenchit 35 leader 
Pichien Amnartvoraprasert said. 

Justice Minister Suvit Khunkitti was 
careful to remain neutral when he told the 
Review: "If [Anand] didn't do anything 
wrong, [he] shouldn't have to worry." But 
he indicated there was government sym- 
pathy for Anand when he said the chief 
public prosecutor had been assigned to 
defend the former premier. 

A leading lawyer, however, told the 
REVIEW it was normal for the public 
prosecutor to defend a former minister. 
He also suggested that public pressure 
may force Pravit to drop the case, or even 
that King Bhumibol Adulyadej could issue 
a pardon on the recommendation of the 
Interior Ministry if Anand were con- 
victed. 

Senior government sources say Chuan 
has quietly put the word around his five- 
party coalition that he hopes Anand will 
win the case. One member of his coalition, 
the Palang Dharma party, has been less 
inhibited. The party's founder and former 
leader Chamlong Srimuang led senior 
party members to Anand's Saha Union Co. 
office, where he is chairman, to show their 
solidarity. 

Chamlong is known to have offered 
Anand the leadership of his party, but the 
former prime minister has insisted he has 
no intention of returning to politics. 

But the case's greatest impact if Anand 
is seriously threatened with imprisonment 
will be on Thailand's efforts to craft an im- 
age as a country seeking a new degree of 
democratic stability. 

While Chuan's government has made 
the rule of law a central theme of the ad- 
ministration, if a respected former premier 
is widely perceived to have been allowed 
to be persecuted for vengeful motives, it is 
the administration that will have to bear 
the burden of local and international con- 
demnation. a 
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One More for Rao 


Prime minister fights off party rival’s challenge 


By Hamish McDonald in New Delhi 


o one can say the ruling Congress 
party's power-brokers lack a sense 
of their own importance. Although 
their infighting has so far taken the form of 
politely veiled letters, the country resort 
chosen for their latest showdown over 
Prime Minister P. V. Narasimha Rao's lead- 
ership was protected with a ring of anti- 
aircraft guns, missiles and helicopter gun- 
ships 

In the event, the 27-28 March meeting 
of the All-India Congress Committee (AICC, 
the party's 960-member supreme council) 
at Suraj Kund outside New Delhi was an 
anti-climax on all fronts. A pre-emptive 
move by Rao five days earlier forced Edu- 
cation Minister Arjun Singh to withdraw 
his challenge. The threat was all over, bar a 
lot of shouting. 

Singh, who has been questioning Rao's 
ability to confront the Hindu nationalist 
onslaught by the Bharatiya Janata Party 
(BJP) since its supporters demolished the 





Ayodhya mosque last December, has not 
mounted a direct bid for the prime minis- 
tership. But his group in the Congress has 
been trying to prise away Rao's grip on the 
party presidency. 

At a party convention early last year, 
Rao told everyone else in the Congress that 
they could not hold both party and gov- 
ernment offices at the same time. Singh's 
supporters have been urging Rao to apply 
his rule to himself. 

Two months ago, Rao agreed to another 
AICC meeting to decide the issue. On 19 
March or a little over one week before the 
recent Suraj Kund gathering, Singh's open- 
ing shot was a widely distributed letter 
saying that political offices “cannot merely 
be adorned" — suggesting Rao as party 
president was doing nothing to mobilise 
the Congress against the BJP. 

Singh's followers also made much of 
another letter written by two pro-Rao party 
secretaries which said the BJP had become 
a threat before Rao became party leader. 
This was read as a criticism of Rajiv Gan- 
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dhi, the Congress leader until his assassi- 
nation in May 1991. 

But Singh was cornered at a 22 March 
meeting of the Congress Working Commit- 
tee, the standing executive of the AICC. At 
that meeting, several party seniors attacked 
Singh for trying to split the party. 

Singh's chances of an upset vanished 
when Sharad Pawar, the former defence 
minister who recently resumed the chief 
ministership of Maharashtra state, pushed 
for unity. After eight hours, Singh caved in 
and issued a short statement expressing 
surprise that anyone should have read his 
earlier letter as an attack on any particular 
person. 

A dozen of Singh's supporters at the 
AICC conclave began a token hunger strike 
to force a secret ballot on the one-man, one- 
post issue, but the colourful marquee at 
Suraj Kund was stacked with pro-Rao 
hecklers. By acclaim, the AICC authorised 
Rao to fill two vacant seats on the party 
working committee and also exempted 
him from the one-man, one-post rule. 

Rao now appears safe from an intra- 
party challenge to his leadership for sev- 
eral months at least, since Singh has failed 
to form an alliance with Pawar. In a hint of 
retribution, Narasimha Rao told the AICC 
he had been considered “too soft” so far 
and would now enforce party discipline 
and unity. " 
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US Opens Up Human Rights 
Record to Scrutiny 





public a report on the human rights situation 

in countries around the world, an action that 
particularly angers some countries in Asia. China 
regularly denounces Washington for such "interfer- 
ence" in its domestic affairs. Taiwan, which also 
used to be irritated, this year responded positively, 
pointing out that Washington had taken note of the 
progress it had made in the human rights field. 

This process is entirely one way. The State De- 
partment does not report on the human rights situ- 
ation in the US, and no other country attempts to 
monitor the American human rights situation in a 
systematic fashion. 

Now, however, the situation is changing. Jurists 
from Asian countries and elsewhere will be able to 
monitor the human rights situation in the US regu- 
larly at meetings of the UN Human Rights Commit- 
tee and listen to Washington defend its human 
rights record. This is because the US, in the last 
months of the Bush Administration, finally ratified 
the International Covenant on Civil and Political 
Rights, the UN's chief human rights convention. 
Before that, the US was for many years the only 
Western industrialised country that refused to ratify 
the covenant. 

The covenant was passed unanimously by the 
UN General Assembly in 1966. Although the US 
was involved in the drafting, it did not sign the 
covenant until 1977, when Jimmy Carter became 
president. And then, for another 15 years, it was not 
ratified by Congress. The US has now joined more 
than 100 other countries that have ratified the cov- 
enant, including such countries as India, Japan, 
South Korea, the Philippines and, perhaps surpris- 
ingly, Vietnam and North Korea. However, many 
other Asian countries, such as China, Burma, Indo- 
nesia, Malaysia, Singapore, Thailand and Pakistan, 
are not signatories. 

It is not surprising that some Asian countries 
have not acceded to the human rights convention. 
China, for example, says that Western concepts of 
human rights are not applicable to Asia, a senti- 
ment that has been echoed by other Asian govern- 
ments. At a United Nations Commission on Hu- 
man Rights meeting in Geneva in March, an Ameri- 
can-led resolution critical of China was defeated in 
a 21-17 vote. Japan was the only Asian country to 
vote with the US. The others, Bangladesh, India, 
Indonesia, Malaysia, Pakistan and Sri Lanka, sup- 
ported China. 

The Chinese — and in some sense Asian — re- 
sponse to Western attitudes has been to redefine the 
basic human right as the right to survival and to 
point to problems such as violent crime, race riots 
and drug addiction as far worse manifestations of 
an absence of human rights. 

The US Senate Foreign Relations Committee, 
when recommending that the covenant be ratified, 
said: "The absence of US ratification of the covenant 


[= very year, the US State Department makes 
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is conspicuous and, in the view of many, hypocriti- 
cal. The committee believes that ratification will re- 
move doubts about the seriousness of the US com- 
mitment to human rights and strengthen the impact 
of US efforts in the human rights field.” 

The US will probably be making its first report 
to the Human Rights Committee later this year. Af- 
ter that, it will have to report every five years on 
progress it has made. However, the US apparently 
has no intention of taking any immediate measures 
to implement all of the covenant's provisions. Be- 
fore ratifying the covenant, it entered a series of 
reservations, understandings and declarations to 
make it clear that ratification would have no impact 
on US domestic legislation. 

Part of the reason for this was the feeling that the 
US constitution and the First Amendment provided 
stronger guarantees for human rights than the cov- 
enant. While Article 19 of the covenant guarantees 
the right to freedom of expression in all its forms, 
Article 20 prohibits propaganda for war and advo- 
cacy of national, racial or religious hatred that 
would result in discrimination, hostility or violence. 


that the restrictions of Article 20 were incon- 

sistent with the guarantees of free speech in 
the US constitution and the Bill of Rights, and there- 
fore supported the Administration proposal to en- 
ter a reservation to Article 20. 

But there are also other areas where US law dif- 
fers from internationally recognised standards of 
human rights. Thus, the covenant prohibits the im- 
position of the death penalty for crimes committed 
by persons below the age of 18. This, however, is in 
conflict with American law. The US entered a reser- 
vation saying it does not accept the prohibition on 
executing people for crimes committed while they 
were 16 or 17. 

Furthermore, the covenant stipulates that a per- 
son who has committed an offence shall benefit 
from any changes in law that provide for a lighter 
penalty. Under US law, the offender generally gets 
the punishment in effect at the time of the offence. 
The US declined to change its legislation. 

The US also submitted a number of 
“understandings.” Thus, while the covenant pro- 
hibits an individual from being tried or punished 
again for an offence for which he or she has already 
been finally convicted or acquitted, the US argued 
that the multiple administrations in the country al- 
low an individual to be acquitted at one level and 
prosecuted again at the federal level or to be pros- 
ecuted in two different state jurisdictions. One ex- 
ample of how this works in practice is the Rodney 
King case, in which four white policemen in Los 
Angeles who were acquitted by a California jury 
are now on trial in a federal court, accused of violat- 
ing King’s civil rights when they beat and subdued 
him on 3 March 1991, » 
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TRAVELLER'S TALES 


journeys that Paul Theroux has not writ- 

ten about. It starts in Peking in the early 
evening and finishes in North Korea's 
timewarp capital of Pyongyang some 24 
hours later. 

We travelled "soft class," which on Chi- 
nese long-distance trains is not bad at all. 
The train pulls out at dusk and Peking's 
sprawling, dusty suburbs are soon left be- 
hind. Chinese, Korean, a few East Euro- 
pean and the four Australian passengers 
settle in for a long night. Dawn brings vis- 
tas of mist-shrouded picture postcard 
mountains, terraced fields and meander- 
ing streams. 

At around 9 a.m. we pull into 
the border town of Dandong, on 
the Yalu River, where the train is 
dismembered. Only two car- 
riages of the many that left Pe- 
king will continue to Pyongyang. 
North Korea receives very few 
visitors, which helps insulate the 
nation from corrupting outside 
influences. 

Minutes after leaving Dan- 
dong we rumble over the Yalu 
and are in North Korea. We are 
intensely curious. The economy 
is in deep crisis. Industrial pro- 
duction is down by 30% to 40%, 
according to some estimates. The 
level of trade is only half that of 
1988. GNP has dropped for three 
years in a row. There have even 
been reports of food riots. Be- 
cause of this, some Western and South 
Korean observers argue that the regime is 
on the verge of collapse. We came away 
sceptical of "collapsist" claims — things 
were tough but not desperate. We saw few 
fat people, but also no signs of hunger. 

The countryside is reminiscent of parts 
of Spain — craggy mountains with cot- 
tages with red-tiled roofs nestling at their 
base. There are maize plots and a few or- 
chards. Every cottage has an intensively 
cultivated private garden alongside it. 

By early afternoon we have reached the 
flat plain that flanks the eastern coast. It is 
shortly after harvest time, and many of the 
neatly terraced rice fields are filled with 
schoolchildren painstakingly searching for 
any last grains that the harvesters might 
have missed. 

We cross the Daeryong River, whose 
waters are reputedly toxic with nuclear 
waste from the controversial Yongbyon 
nuclear complex upstream. We are now 
moving through the industrial heartland 
of North Korea, but much of it is quiescent 
— a result of the near-total cut-off of Rus- 


i t is one of those slightly outlandish rail 


sian oil supplies. 

In the late afternoon our train draws 
into Pyongyang. It is a surprisingly pleas- 
ant-looking, relatively unpolluted city, 
with wide streets, trees, parks and gleam- 
ing new Russian trams. There are, it is true, 
many hideous Stalinesque buildings, but 
they are no worse than those in Peking. 

We are checked into the Coryo — a 
huge, twin-tower hotel. The rooms are fine. 
Food and service are pretty awful, but no 
worse than we expected. This does not re- 
ally matter — North Korea's attraction 
does not lie in its cuisine. It is the fact that 
this is the world's last redoubt of what ap- 
pear to be genuine communist true-believ- 





All for the greater glory of the Kim dynasty. 


ers that makes it fascinating. 

In Russia and China, even at the height 
of the Cold War, pervasive anti-commu- 
nist cynicism would become apparent af- 
ter a very few drinks with locals. This 
never happens in North Korea, where sup- 
port for the government among ordinary 
people appears almost religious in its fer- 
vour. Whether this is due to genuine con- 
viction, indoctrination or fear is not clear. 
But one factor must surely be lack of 
knowledge of the outside world. 

The regime controls information to an 
extraordinary degree. Western papers are 
unobtainable, radio and TV sets cannot be 
tuned to foreign stations. The Western 
presence is minimal — only one Western 
ambassador (a Swede) is in residence. 

The images of the outside world pro- 
jected by the media are uniformly depress- 
ing. Catch the evening TV news in Pyong- 
yang and South Korea appears as a coun- 
try whose populace is constantly being 
beaten by riot police, while the US seems 
beset by race riots and populated by the 
homeless. Believe only half what the me- 
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Pyongyang, NORTH KOREA 


dia says about the outside world and | 


North Korea will seem positively benign 
by comparison. 

On the home front, art, literature and 
politics are all directed to the greater glori- 
fication of the Kim dynasty. We visited a 
big cinema studio-museum complex totally 


dedicated to eulogising Kim Il Sung's son | 
and heir Kim Jong Il. If the displays are to | 


be believed, “Dear Leader" Kim is the in- | 


spiration of every cultural activity in the 
nation. A very ordinary desk and simple 
reading lamp are reverentially displayed 
— their sole claim to history being that they 
had once been used by him. 

The most common response of most 
Western visitors to the seemingly 
endless series of propagandistic 
museums, palaces and monu- 
ments, plus the schools with 
their meticulously drilled per- 
forming children, is bemusement 
or revulsion. Yet the regime has 
remarkable achievements to its 
credit, especially when one re- 
members that 40 years ago the 
Korean war had left North Ko- 
rea a battle-ravaged wasteland. 

Today many of these achieve- 
ments — the transport infra- 
structures, industrial complexes 
and comprehensive social serv- 
ices — are under threat as the 
crisis in the economy deepens. 

Things look very bad. Russia, 
once a stalwart ally, has cosied 
up to the “imperialist lackeys” in 
South Korea. Pyongyang has no other 
friends; even China now wants hard cur- 
rency for its exports. 

We stayed a week and asked endless 
questions of officials who either knew or 
would say little. We travelled to a resort in 
stunningly beautiful mountains for the 
weekend. Two of us caused offence by re- 
fusing to visit yet another museum — this 
one stuffed with gifts (many hideous) 
presented to the “Great” and “Dear” lead- 
ers from “the peoples of the world.” We 
went for a walk instead, and met cheer- 
fully drunk North Korean workers — all 
men — having a party in a mountain ra- 
vine. 

North Korea is not going to be a major 
tourist destination for many years, but it is 
a fascinating place to visit. When the 80- 
year-old Kim Il Sung dies the regime may 
well collapse. So it is worth going soon, 


NY THNON NOH 





before this last redoubt of dynastic com- | 


munism meets its inevitable fate. m 


Andrew Mack is Professor of International 
Relations at Australian National University. 
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Cartoon strip in Today newspaper reflects changes in Mongolia. 
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Press of the Steppes 


Mongolian publisher dreams of being a media mogul 


By Peter Hannam in Ulan Bator 


at-Erdeniyn Batbavar, a diminutive 

former biotechnologist, has a dream: 

to be the Mongolian equivalent of 
Rupert Murdoch, the media mogul. 

Recently, he launched what was de- 

scribed as the country's first independent 

newspaper, Today, paying for it by floating 
his company on Mongolia's nascent stock 
exchange — the first public share issue in 
the country's history. 

For Baabar — Batbayar’s nom de plume 
from his days as a pro-democracy pam- 
phleteer — the sale is a happy mix of busi- 
ness and belief. “I want our newspaper to 
be the property of all Mongolians,” he says. 

“Only this way can it stay independent.” 

Turning out a daily newspaper is the 
first step to mogul-dom. He also plans an 
English-language weekly, a magazine, a 
news agency, and book publishing, while 
branching out into radio and television at 
the same time. 

Dreams aside, Baabar's media venture 


32 


is the boldest yet in a 
country that has seen a 
snowstorm of new publi- 
cations since it cast off al- 
most 70 years of socialist 
rule in 1990. Despite the 
lack of restrictions, how- 
ever, almost all the 200- 
plus papers remain in the 
hands of political parties 
or the state and reflect 
their owners’ bias. 

Many reporting prac- 
tices that stem from the 
tradition of censorship 
linger on, producing 
what Baabar calls “plu- 
ralism without a free 
press.” “Reporters are di- 
vided into two camps — 
communists and demo- 
crats — but it makes no difference to the 
style of their reporting,” echoes former 
Democratic Party leader, Erdeniyn Bat-uul. 
“They always include some propaganda.” 
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Bat-Erdeniyn Batbayar mixes 
business with belief. 


There are positive 


? signs, however, with 
* Journalists such as 
< 


Chuntin Chuluunbaatar, 
editor of the Social 
Democratic Party (SDP) 
paper, Ug (The Word), 
increasingly taking an 
investigative tack to their 
work. 

Such an approach 
might have given the 
press more influence in 
last June’s elections. In- 
stead, the absence of in- 
dependent papers meant 
press attacks on the gov- 
ernment were judged as 
merely partisan by much 
of the electorate, and the 
ruling ex-communist 
Mongolian People’s Revolution Party 
(MPRP) ended up winning by a landslide. 

Chuluunbaatar acknowledges the dam- 
age caused by retaining political ties. “If we 
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don’t give up our political affiliation, we 
are facing death,” he says. Ug plans to fol- 
low Baabar's example and sell off its shares. 

But Baabar himself is chairman of the 
SDP, and many observers are sceptical that 
his paper will take an independent line, 
despite Baabar's assurances that its staff are 
politically diverse. 

Some fear the free press may not have 
much time to get organised. "The most 
likely source of harm to those in power is 
the press — everything else is under their 
control," says Chuluunbaatar, saying that 
the MPRP, which already dominates the 
government, legislature and judiciary, may 
also try to take on the media. 


And the press is certainly vulnerable to — 


criticism. After the new government was 
formed in August, one opposition news- 
paper ran a photograph of the out-going 
prime minister giving his successor an 
open-mouthed kiss, Brezhnev-style. Be- 
neath it ran the caption, "I give you a coun- 
try without Aids," a comment supposedly 
overheard by photographers. 

The official newspaper, Ardyn Erkh 
(People's Right), has also run articles criti- 
cal of the government. One story embar- 


rassed the government by disclosing that | 


almost all 20 scholarships to Turkey had 
been filled by relatives of top officials. 
Newsprint shortages curtail the power 
of the press and add to the relative influ- 
ence of the single state-controlled broad- 


casting network. The director-general of | 


Mongolian Radio and Television, Zorigiyn 
Altai, freely admits change has been slower 
in the electronic media and pluralism is not 





the priority. “This is a government organi- | 
sation," he says. “If the government con- | 


ducts some policy, we must promote it." 
Several private television companies, 
though, have started buying broadcasting 


time on days when there is no state pro- | 


gramming. One of them, the "Free Pro- 
gramming of Information and Commerce" 
company, hopes to meet a new demand 
for information during Mongolia's transi- 
tion to a market economy. "We look at 
prices, market information and show peo- 
ple how to get by," says Sunduyn Yorool- 
suren, the firm's manager. 


Still, it is a tough task to fill three hours | 


of economic news and keep even the an- 
nouncer awake, so the company also 
broadcasts documentaries on the Gobi, 
symphony orchestras and re-runs of old 
black-and-white films. 

Foreign assistance to the development 
of a free media in Mongolia has so far been 
limited to occasional lectures from visiting 
reporters. Danish aid organisation Danida 
is the exception, promising to supply a 
printing works to end the newspapers' de- 
pendence on the ancient state-run printing 
house. a 
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Tasting 
Fortune 


US restaurant fare will be 
served in China 





By Jonathan Burton in New York 


any Chinese nowadays are tasting 
fortune, but few have ever tried 
fortune cookies. That is because the 
crunchy, wedge-shaped biscuits, each with 
a hopeful prediction baked inside, are as 
American as apple pie. The first fortune 
cookies were made early this century by 
Chinese immigrants. 

In the US, practically no Chinese res- 
taurant would neglect to present custom- 
ers with a plateful of pale-coloured fortune 
cookies — on the house — as a sugary coda 
to even the simplest meal. Americans de- 








Making fortunes. 


light in cracking open a cookie and sharing 
its message aloud with their tablemates. 
Typically the fortunes are benign promises 
for good luck in health, business, love and 
romance, as in: "Flattery will go far to- 
night," and "Your mind is filled with new 
ideas." 

Now, with the help of a Chinese-Ameri- 
can-owned company, China soon will be 
getting fortune cookies. If the novelty suc- 
ceeds, Brooklyn, New York-based Wonton 
Food Inc. may enjoy the greatest fortune of 
all. The closely held company recently 
signed a US$2 million joint-venture with 
the Guangzhou Municipal Foodstuffs Ma- 
chinery Corp. to bake thousands of fortune 
cookies a day and sell them to the upscale 
hotels and restaurants in China and Hong- 
kong that cater to Westerners and overseas 


Peter Hannam is a freelance writer based in | Chinese. Wonton is also pursuing interest 


Ulan Bator. 


| from Singapore. 


“This is a time for Chinese, especially 
those in Guangdong, to add a little fun to 
their lives," Donald Lau, Wonton's vice- 
president, says hopefully. Lau expects the 
first batch of cookies to be produced by 
Autumn this year. 

Fortunes will be printed in Chinese on 
one side and English on the other. Instead 
of emotions and health, each slip of paper 
will focus on a single topic: money — and 
how to amass it. Chinese fortunes, many 
based on proverbs, include: "True gold 
fears no fire," "Constant grinding can turn 
an iron rod into a needle," and "The only 
way to catch a tiger cub is to go into the 
tiger's den." 

“The only theme appropriate for 
China is wealth," Lau explains. "China at 
this particular time is preoccupied with 
great wealth. In China, you could add the 
words, ‘and you will get rich’ to every 
fortune." Lau, of course, is a business- 
man who understands that his company 
will get rich from every fortune, no matter 
what it says. Guangdong province could 
be only the first stop for Wonton in a mar- 
ket of more than a billion people. Wonton 
is supplying its government-owned part- 
ner in Guangzhou with an auto- 
mated machine that will bake the 
cookies, insert the fortunes and 
shape the soft dough into its dis- 
tinctive form. 

"We decided to bring the pro- 
posal to our friends, and they liked 
it immediately," says Lau, a former 
banker who was born in Guang- 
dong and left in the mid-1950s as à 
child. “They all know what fortune 
cookies are because they've come to 
the United States several times. 
They think fortune cookies will be a 
good seller in China." 

Wonton started out making noo- 
dles in Brooklyn and has been sell- 
ing fortune cookies since it pur- 
chased a nearby bakery from its 
Japanese founders about a decade 
ago. With 30,000 Chinese restaurants in the 
US each going through about 1,000 cookies 
a day, wise sayings are in big demand. The 
company is able to produce a million cook- 
ies daily — one of the largest operations of 
its kind in the US. 

Wonton does need fortune writers for 
the Chinese product. Its partners in 
Guangzhou have already sent several hun- 
dred fortunes to Lau to be translated into 
English. But any would-be cookie seers 
should know that fortunes are not made 
overnight. “It’s not easy to write fortunes," 
says Lau, who has tried his hand at the 
task. But, he adds reassuringly, “you don't 
have to be a fortune teller. Just think sim- 
ply in 10 words or less. That's the space 
allowed." a 
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Jonathan Burton is a contributor to the Review 
in New York. 
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Qianlong Meets Macartney 





The Collision of Two Civilisations: The 
British Expedition to China 1792-4 by Alain 
Peyrefitte. HarperCollins, London. £20. 
The Lion & the Dragon by Aubrey Singer. 
Barrie & Jenkins, London. £18.99. 


Just after Christmas 1992 the British 
Tory politician, Christopher Patten, whose 
consolation for being tossed from his seat 
in parliament was John Major's gift of the 
governorship of Hongkong — a present 
that increasingly resembles a poisoned 
chalice — received a copy of Alain 
Peyrefitte’s masterly new book from a well- 
meaning friend. 

Patten's literary appetite is said to be as 
healthy as his better-known liking for good 
burgundy; but to date there is no vis- 
ible evidence that he has 
read the book. For had he 
done so his dealings with the 
Chinese might have been 
marked, at least on the sur- 
face, by a different approach 
than that which now has Bri- 
tain's largest remaining colony 
mired in a deep political crisis. 

Alain Peyrefitte is a distin- 
guished French diplomat and 
scholar, and though he has 
headed many missions to Peking, 
is no sinologist. Fifty years ago in 
Cracow he bought a collection of 
travel books that had been amassed 
by a fallen Polish aristocrat. Two of 
the works, one by John Barrow, the 
other by George Staunton, recount 
their respective participation in Lord 
Macartney's tributary expedition to Peking 
in 1792 — the two-year, 700-man diplo- 
matic venture by which the British, “the 
most powerful nation of the globe" as they 
then regarded themselves, sought to prise 
open the locks of an imperial China that 
held the unshakable belief that it was and 
ever would be "the only civilisation under 
heaven." 

The sorry saga of months of stunning 
disharmonies, and the bitter humiliations 
they occasioned for the British side, fasci- 
nated the then young Peyrefitte. But what 
entranced him more was the realisation, 
when he first arrived in 1971 at the Chi- 
nese communist court to pay the respects 
of Europe and the Elysee, that the echoes 
of those first misunderstandings between 
East and West were still audible. 

Back in the 1970s if the Europeans still 
thought of themselves as they had two cen- 
turies before — as located at the epicentre 
of the cultural and spiritual life of the 
planet — then so too did those at the Chi- 
nese end. And without a doubt, even 
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though Europe may now be faltering in its 
own certitude, China’s thinking has not 
changed. 

The calm assurance, the unflappable 
obstinacy, the disdain and contempt for the 
ways of all outsiders — these facets of the 
Chinese character irritated the British sup- 
plicants of 200 years ago; they astonished 
and amused Peyrefitte when he discovered 
them for himself 20 years back; and they 
now plague the relations between London 
and Peking over the matters that presently 
concern the hapless and (in Chinese eyes) 
ever more ludicrous-seeming Patten. 

Which is why the governor would be 
wise to bury himself in this long but emi- 

nently readable book 


about his and Lu Ping's (Director of Chi- 
na’s Hongkong & Macau Affairs Office) 
diplomatically-charged predecessors. Not 
just for the pleasing conceit of learning the 
extraordinary details — such as whether 
Macartney did or did not perform the kow- 
tow to Qianlong (a revelation that has 
sinophiles chattering amongst themselves), 
nor just for reading at last an un- 
bowdlerised version of the emperor's sting- 
ing final rejection note to King George. 
Patten will be interested in all this, of 
course. But more importantly he should 
read the book to learn something of the 
essentials that make Lu, and indeed the 
entire Hongkong situation, so mystifying 
to him. For the governor, it will be recalled, 
is still being advised on Hongkong by well- 
meaning pundits who utter hoary plati- 
tudes about China "not wanting to kill the 
goose that lays the golden egg . . .” The 
sooner Patten discards such misconcep- 
tions the better: readers of Peyrefitte will 
swiftly realise why Lu will gaily slaughter 
every goose in sight if he thinks the ulti- 
mate goal of this chapter of Chinese his- 
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tory — the restoration of her original fron- 
tiers — is more likely to be realised. 

I feel sorry for Aubrey Singer, a distin- 
guished former BBC television mandarin, 
who thought to commemorate the bicente- 
nary of the Macartney expedition by writ- 
ing a book based on the many diaries kept 
by the expedition members. The compara- 
tively slender book, perfectly workmanlike 
in both style and appearance, might in or- 
dinary circumstances have been good 
enough. But The Lion & the Dragon pales by 
comparison, for in his researches Peyrefitte 
stumbled across the complete, and never 
before seen, imperial Chinese archives that 
recount in microscopic detail the Chinese 
perception of the visit of the legate they 
called Ma-ga-er-ni, and whom they de- 
scribed as “the ambassador of the country 
of the men with red hair.” 

All the sarcasm, venom and contempt 
of imperial China is there — often supple- 
mented by handwritten annotations in the 
court's customary vermilion ink, 
from the emperor himself. This 
treasure alone makes Peyrefitte’s 
book invaluable. That he also 
writes, and has been translated, 
with elegance and wit makes this 
one of the best books on China in a 
generation. It should be required 
reading for whoever gathers 
around China and her voluminous 
skirts — either to watch over the 
end of the alien empires that re- 
main on her peripheries, or to gaze 
in awe as she embarks on what 
may be the most testing and trium- 
phal period since the Ming dynasty. 

And if for nothing else, one 
should read this book to be re- 
minded of one overarching truth 
about China, to which Peyrefitte re- 
turns again and again, a chilling two-word 
phrase that should alert us to the reality of 
the eternalism of the Chinese way. Of all 
that there ever was about China, he re- 
minds us: still true. m Simon Winchester 


Simon Winchester's most recent book is Pacific 
Nightmare. 





One Colony, 
Two Heports 


The Other Hong Kong Report 1992 edited by 
Joseph Cheng and Paul Kwong. The Chinese 
University Press, Hongkong. HK$118. 











Given the formidable resources which 
the Hongkong Government pours into its 
own yearbook, a glossy volume of almost 
500 pages, its rival, The Other Hong Kong 
Report, has to work hard to provide a 
worthwhile alternative. 
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The Other report, now in its fourth year 
of existence, fulfils the need for an account 
of the colony’s affairs not found in the gov- 
ernment's own complacent and selective 
version of the year's events. The rival ver- 
sion mirrors the official version on the 
range of subjects covered and attempts to 
fill in the gaps. 

Both books are primarily references. 
However the official version is far more 
tightly edited and contains a useful index 
which is vital for a work of this kind. The 
rival is poorly edited, allowing for endless 
repetition, particularly on political subjects. 

The Other report also lacks an index, al- 
though the Chinese University Press has 
now added insult to injury by producing a 
separate volume containing an index cov- 
ering all four editions. 

The good news about the Other report 
is that it contains much useful information. 
Joseph Cheng's introductory chapter pro- 
vides one of the best summaries of Hong- 
kong's political situation. He is particularly 
perceptive on the subject of the civil ser- 
vice in transition between its current Bri- 
tish masters and the post-1997 regime. 

Louie Kin-sheun's dry political over- 
view is also packed with useful informa- 
tion on Hongkong's new po- 
litical parties. This is supple- 
mented by and overlaps with 
an equally interesting essay on 
constitutional development by 
Lo Chi-kin. Written before 
Governor Chris Patten an- 
nounced plans for constitu- 
tional reform, Lo's account of 
developments on this front 
show that the highly contro- 
versial Patten proposals are far 
from radical. In fact they rep- 
resent a watered down version 
of demands for political 
change from many of the leg- 
islators now lining up to de- 
nounce the governor for press- 
ing ahead too fast. 

Lo Tit-wing's review of deteriorating 
law and order in Hongkong contains infor- 
mation left out of the official account, for 
example, the extraordinary comment by 
Tao Siju, China's Minister of Public Secu- 
rity, who said that triad gang members 
were "patriots" and good people, and were 
welcome to set up businesses in China. 

Most of the authors are academics, 
whose ponderous writing has been left in 
pristine condition by the editors. The 
REVIEW's Frank Ching, writing on the im- 
plementation of the Sino-British agreement 
for transferring Hongkong's sovereignty, 
and Noman Ng, describing changes in 
population patterns, show that useful in- 
formation can be conveyed in a readable 
style. m Stephen Vines 


Stephen Vines is the Hongkong correspondent 
for the Guardian. 
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HONG KONG 


Handover 
Horribilis 


The End of Hong Kong: The Secret 
Diplomacy of Imperial Retreat by Robert 
Cottrell. John Murray, London. £19.99. 
The Fate of Hong Kong by Gerald Segal. 
Simon & Schuster, New York and London. 
US$15. 


Robert Cottrell's impressive and emi- 
nently readable study of how Britain and 
China went about resolving the moral and 
political issues implicit in the return to 
China of the crown colony of Hongkong 
after more than a century of British rule 
has appeared in the nick of time. 

Hongkong, the first and most preco- 
cious of Asia's economic superbrats, fa- 
mous for its stability, prosperity, aggres- 
sive opportunism 
and — so it was 
once thought — its 
political apathy, 
has suddenly be- 
come deeply 
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mired in serious politi- 
cal controversy. 

The prime minis- 
ters and foreign minis- 
ters of China and Britain, whose predeces- 
sors and their aides celebrated the signing 
of the Sino-British Joint Declaration in 1984 
at the Great Hall of the People in Peking, 
in a miasma of clinking glasses, cham- 
pagne fumes and good fellowship, have 
now furiously distanced themselves from 
one another and won't talk. 

In Hongkong, a worried and divided 
community has been looking for someone 
to blame for this alarming standoff be- 
tween the outgoing and incoming sover- 
eign powers, whose seeming inability to 
settle trivial political differences is not just 
raising tension and doubts about the fu- 
ture, but is leading to a state of paralysis in 
such important development projects as 
the new airport. 

Not surprisingly, given the ghetto-blast- 
ing force of Peking's propaganda machine 
and the strength of support for China from 
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the united front in Hongkong, Governor 
Chris Patten is being increasingly identi- 
fied as the fall guy — the "man of guilt," as 
Hongkong and Macau Affairs Office head, 
Lu Ping, put it recently. 

Like his predecessors, Patten cannot 
play tit-for-tat in the current propaganda 
war if he is to preserve the dignity of office 
needed to maintain public confidence in 
British authority. Fortunately that author- 
ity is greatly enhanced by Patten's admira- 
ble panache when under fire. 

Cottrell's book is required reading for 
anyone trying to comprehend the causes 
of Hongkong's present political crisis and 
predict its outcome, and assess the eco- 
nomic and political prospects for the 
territory under Chinese sovereignty after 
1997. 

The core of the book deals in depth with 
the initiation and implementation of action 
to address the problem of Hongkong's fu- 
ture after the expiry of the New Territories 
lease. This was started by then Governor 
Sir Murray MacLehose in 1979 and ended 
with the signing of the Joint Decla- 

ration in 1984. 

This core is sandwiched be- 

tween an eloquently written histori- 
cal and descriptive lead-in, and à 
concluding chapter that deals with 
the controversial question of what 
went wrong after the signing of the 
Joint Declaration. 

Since David Bonavia and Frank 
Ching first addressed the subject of the 

negotiations leading up to the Joint Dec- 
laration in earlier books, more of those in- 
volved, or who were close to the action, 
have spoken about it. The merit of The End 
of Hong Kong lies in the author's tapping of 
these new sources to produce an authentic 
account of the negotiations that reads like 
a thriller. 

It is not easy to explain why Gerald 
Segal's The Fate of Hong Kong does not 
please, but one good reason is its seeming 
detachment from the human dimension. It 
is as if in writing his book, Segal consulted 
everyone except those most directly affected 
by the issues under discussion, the Hong- 
kong people themselves. As one reviewer 
said: "There is a sense of engaging in a 
lively seminar at a remove from reality." 

Another part of the problem is that 
Segal's ideas are not always expressed 
clearly. Dutifully wading through the 
book's 211 pages, this reviewer found nu- 
merous factual errors, statements that can- 
not be reconciled with the sources quoted 
in the copious notes, and opinions that 
seem far off the mark. The Fate of Hong Kong 
reads like a compilation of other people's 
views culled from newspaper clippings. 

m John Walden 


John Walden is a research associate at the 
Centre for Asian Studies at the University of 
Hong Kong. 
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hundreds of the world's most successful companies 
have chosen Hong Kong as a hub for their private 
networks. 
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Or, How AT&TS Outside Plant Systems 
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By Michael Westlake in Hongkong 


hones have been ringing across 
F Asia — in more places and more 
j often than anybody could imagine 
only a few years ago. Dramatic expan- 
^ sion in telecommunications has been an 
: accompanying story to the Asian saga of 
=) fast economic growth. 
. . Virtually every type of system is un- 
«= dergoing rapid growth, with particular 
: emphasis on mobile telephones and pag- 
ing services. And, if industry estimates 
¿are to be believed, the high rates of 
- growth will continue as more countries 
jump on the twin bandwagons of liber- 
alisation and new technology. 

Three main reasons stand out: de- 
mand for more and better communica- 
tions to maintain Asia's high economic 
growth rates; the ability of new technol- 
ogy in some cases to leapfrog old-style 
wireline network development; and the 
ease of creating competition in a new 
market rather than trying to break up an 
old one's infrastructure. 

Beyond these generalisations there is 
no particular pattern, because the stages 
of development, market needs, money 
available and political willpower for 
change are so different in each case. 

Technical development in some coun- 
tries has now reached levels of sophisti- 
cation which are almost absurd when 
compared with the lack of simple tele- 
phones in others. While people have to 

-|:. queue up to make operator-assisted calls 

| from public payphones in various devel- 

—]- oping countries, others merely punch a 

few buttons on a handheld telephone 
and are talking in a few seconds. 

How much money Asia's total tele- 
communications market, both for equip- 
ment and services, is actually worth is 
virtually impossible to estimate. This is 
partly because the market in China is an 
almost bottomless pit; starting from a 
very low baseline of about two tele- 
phones per 100 people, local authorities 
are finding that as pent-up demand for 
telephones is gradually being met, this 
actually creates more demand as peo- 
ple's expectations change. 

A British consultancy, CIT Research, 
last year said it expected the demand for 
equipment and services in the mobile 
sector alone in eight Asian markets 
would more than triple by 2001 from 
1991's US$9.1 billion. 
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Asian demand for communications gathers pace 


The markets are Hongkong, Singa- 
pore, Malavsia, Thailand, South Korea, 
Japan, Australia and New Zealand. 
Equipment sales for the mobile sector in 
1991 amounted to US$3.5 billion, are ex- 
pected to peak at USS5.1 billion in 1997 
as some markets begin to mature, and 
should be at US$47 billion by 2001. In- 
come from services in 1991 was US$5.6 
billion, and is forecast to reach US$23.4 
billion in 1991 with growth unchecked, 
for a total market of US$28.1 billion. 

What money there is in the market 
for expanding or upgrading the conven- 
tional wireline networks is guesswork, 





because once again, Chinese demand is 
incalculable. But several countries have 
taken finite steps to improve their ability 
to develop their economies, some more 
successfully than others. 

Thailand, for instance, last year sign- 
ed up with a consortium of local and for- 
eign interests to install a million new 
lines within five years in rural areas for 
US$1.6 billion. Another consortium has 
started installing 2 million new lines in 
Bangkok for US$3.4 billion, where the 
majority of industry is located at present. 

Both projects will ease the pressure 
on Bangkok's long overburdened tele- 
phone system, and the rural lines will 
help fulfil the longstanding goal of creat- 
ing opportunities for development in 
upcountry areas. The projects will virtu- 
ally triple Thailand's total lines, to which 
only about 200,000 lines a year could be 
added previously because of a govern- 
ment debt ceiling. At present, 300,000 
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lines serve the provincial population of - 


around 50 million. 
Apart from the two projects, conces- 


sions for a further 6 million lines are .. 


expected to be awarded after 1995. 

In neighbouring Cambodia, Austra- 
lia’s OTC International is engaged in a 
project to install its second satellite earth 
station and gateway-exchange for over- 






seas calls for US$6 million. The 800 lines | 


more than double capacity installed for 


US$2 million in 1990, again by OTC. 
Phnom Penh plans to spend US$350 

million on upgrading its telecommuni- 

cations infrastructure, which at present 
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offers one telephone for every 790 peo- 
ple — the lowest ratio in Indochina. The 
monev, say Cambodian officials, will 
have fo come from forei gn loans. 

India intends to expand from its 
present 5.5 million lines to 20 million by 
the end of the century, but different ob- 
jectives and rules set by different sets of 
officials last year resulted in a huge 
amount of confusion relating to a con- 
tract initially worth about US$63 million 
for digital switches — the industry's 
term for exchanges. 

Similar confusion reigned over bids 
worth a total of US$400 million for eight 
cellular telephone and paging licences 
covering India's four major cities of Bom- 
bay, New Delhi, Madras and Calcutta. 
Bidders pointed out that the government 
was asking for extremely high fees for 
the licences, to the extent that the licences 
might not be worth obtaining unless the 
terms were changed. A lack of experi- 
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works, PBX, mobile communications, microwave the best solutions stem from a combination of 


links, optical submarine cables and rural ^ global experience and local understanding. 











nmunications systems in action. 
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close partnership with our customers in more ALCATEL 
than 110 countries. 
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me Number one worldwide in communications systems. 
helping to bring people together. Both within 


: - Alcatel n.v., World Trade Center, 
Asia and with the rest of the world. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 





ence with service contracts involving rev- 
enue-sharing was thought by bidders to 
be a major part of the problem. 

In Malaysia, 4 million new lines are to 
be installed over four years for US$798.7 
million, while in the Philippines there is 
a US$4 billion expansion plan in the 
works for Philippine Long Distance Tel- 
ephone, which has been freed from a for- 


' eign-currency spending cap. 


How these projects are to be paid for 
is the major part of the rationale behind 
moves towards various forms of liberali- 
sation of telecommunications markets in 
the region. As a report prepared for the 
World Bank's International Finance 


. Corp. puts it: “Insufficient outside plant 


-from the World Bank or 


-| poles. The report says this 


is the chief bottleneck to providing local 


service in many developing countries. 


The private sector may have a role in 
alleviating the problem." 

The report says national telecommu- 
nications authorities usually 
launch tenders for switches 
and transmission equipment 
which are then often bought 
with financial assistance 


other aid institutions, bilat- 
eral loans or suppliers’ cred- 
its. 

But while external fi- 
nancing is thus available 
for exchanges and high- 
capacity "backbone" links 
between major switches, 
which are usually supplied 
on a turnkey basis, this is 
not often so for the "local 
loop" — also known as the 
"last mile" of cable to reach 
the consumer's home or of- 
fice. 

This local stage from the 
nearest switch is low-tech- 
nology cable, either under- 
ground in a trench or 
stretched overhead between 


equipment is usually locally 
sourced in local currency, 
and often accounts for 
nearly half of a telecommu- 
nications authority's overall 
construction budget. 
Shortages of funds will 
therefore impact most se- 
verely on investment in lo- 
cal plant. One result can be, 
therefore, a long waiting list 
— perhaps several years 
long — for telephones, but 
plenty of capacity at the 
switches, which therefore do 
not earn anything like as 
much revenue as they could. 
The other side of this 


problem is that shortages of funds can 
also preclude adequate maintenance of 
what facilities are built. As a result, says 
the report, 20-50% of existing capacity of 
switches and transmission equipment in 
developing countries is not working at 
any one time. The result is poor "call 
completion rates" — calls that do not get 
through. 

One excellent solution is the build, 
operate and transfer (BOT) contract with 
private investors who build local net- 
works under the direction of the telecom- 
munications authority, and operate them 
for a set time to recover their investment 
and an agreed level of profit. They then 
turn them over to the state, or continue 
to run them under another less lucrative 
agreement. 

Thailand and Indonesia have under- 
taken this approach, though in neither 
case is the deal purely BOT — different 
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shares of revenue streams are involved. 
But variations in upfront fees for licences 
can be traded off against expected rev- 
enues, with revenues either split between 
the parties or royalties paid on an agreed 
scale — the permutations are almost end- 
less. In India's case, the difficulty has 
been in finding mutually acceptable con- 
ditions and then sticking to them 

In both these cases, the deals also in- 
volved local sourcing of switchgear and 
other equipment to local companies in- 
volved in joint ventures with the foreign 
bidders, though not necessarily the same 
bidders. The point behind all the varia- 
tions is that there are many ways of slic- 
ing up a potentially very profitable cake, 
and that greater access to telephone serv- 
ices produces a greater need, and hence 
greater potential revenues. 

None of these deals is aimed at re- 
ducing governments' or other monopo- 
lies’ role in telecommunica- 
tions because of a commit- 
ment to liberalisation as an 
ideology. The motive is ac- 
cess to funding. And in any 
case, liberalisation of wire- 
line networks is difficult to 
achieve in itself and virtu- 
ally impossible to manage 
with fairness to incumbent 
and would-be service pro- 
viders. 

The reason for this is that 
most wireline networks, 
while not particularly exten- 
sive in much of Asia, have 
been built with both social 
and economic goals in mind. 
The economic goals are 
aimed at growth and are ob- 
vious, while the social goals 
involve uniting a nation or a 
community within a nation 
and offering communica- 
tions with other communi- 
ties at an affordable price. 

There is thus an obliga- 
tion on the monopoly net- 
work provider to offer serv- 
ices to people over the whole 
geographical sweep of a 
country, and at the same 
price as paid by those in cit- 
ies. The provider must there- 
fore expect to lose money on 
providing expensive up- 
country local loops, while 
benefiting from economies 
of scale in urban areas. The 
same philosophy should 
therefore apply to a new net- 
work provider, who should 
in fairness not be allowed to 
cream off lucrative urban 
markets without any similar 
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obligations. 

In fact, the whole business of telecom- 
munications is about economies of scale, 
which will almost always favour an in- 
cumbent. Once a network provider has 
stuck a wire into your home or office at 
your expense, unless there is a substan- 
tial difference in the price and quality of 
service, is there really any point in you 
paying another provider to put in an- 
other wire if all that is offered is the same 
type of service? 

Allowing a second network into the 
market can make sense if there is another 
product to be offered by it, such as cable 
Tv. But then, is the original network go- 
ing to be allowed to carry cable TV? A 
level playing field is almost impossible 
to achieve, given the need for 
some level of protection from 
the licensing authority for 
both old and new invest- 
ments. 

Allowing in a second net- 
work can also make sense if 
the original network is badly 
undersized and unable to ex- 
pand sufficiently in the time 
desired, because of financial 
or other obstacles to provid- 
ing so much new infrastruc- 
ture. This is very much the 
case in China, where apart 
from the incumbent Ministry 
of Posts and Telecommunica- 
tions (MPT) and its subsidiary 
national "backbone," provin- 
cial and city networks, the 
Ministry of Railways and the military 
each have their own networks and see 
potential revenue streams coming their 
way. 

Given that each of the newcomers 
could, at least in theory, adapt parts of 
their networks to include residential and 
industrial areas surrounding military 
bases or railway network centres, this 
would permit a far faster buildup of tele- 
phones available to the public than if the 
MPT has to shoulder the entire burden. 

However, interconnection between 
each of the players could be problematic 
because of different technical standards, 
given that each network was built for a 
different purpose. 

Splitting up an existing network runs 
the risk of achieving the opposite of what 
may have been intended. The only justi- 
fication for this would be political pres- 
sure because of dissatisfaction with the 
cost and/or quality of the service pro- 
vided by a monopoly. 

Since telecommunications services are 
in any case regulated by governments in 
one form or another, as long as the in- 
cumbent provider has been obeying the 
rules, the blame for any long-term prob- 
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lems must lie either with the rules or the 
regulators who created them. 

Networks can only be split up effec- 
tively by peeling off exchanges, either 
singly or in groups, into separate com- 
panies, but this may lead not only to in- 
efficiencies of scale but also to massive 
inequalities of opportunity between pro- 
spective new service-providers. 

Also, long-distance and international 
calls generally subsidise local calls where 
one operator provides both types of serv- 
ice. Therefore, where breaking up a net- 
work leads to loss of the international 
calls’ subsidy to a particular area, the cost 
of local calls will rise — presumably an 
unintended effect of the breakup. 

Also, where the original incumbent 
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ends up only having to provide interna- 
tional service, the lack of need to subsi- 
dise domestic calls and the cutback in 
staffing and general infrastructure pro- 
duces a massive reduction in costs, so 
profits should rise sharply. This may be 
seen as a reward for being cut out of the 
domestic market by politicians and/or 
regulators who did not understand what 
they were doing. 

Playing around with networks, then, 
is a potential minefield. But allowing 
competition between a network provider 
and others in different services is not. 
Hence the rise of competition in "value- 
added networks" for relaying of fac- 
simile transmissions or other data serv- 
ices, as well as in paging and mobile tel- 
ecommunications. If there was little or 
no established market for the network 
provider, there is a reasonably level play- 
ing field for everyone. 

But this leads network providers off 
into another direction, which some of 
them may not want. It may be more effi- 
cient to set up subsidiary, single-interest 
companies to serve the new markets 
while the network provider sticks to tele- 
phone lines. 
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In this way, even competition in mo- 
bile or other services is of potentially 
massive benefit to a network provider be- 
cause all the other service providers have 
to interconnect with the network — at a 
fee for each call to be delivered. Ulti- 
mately, this leaves the network provider 
as the manager of infrastructure, with all 


the other service providers in effect be- 


coming the network's sales and market- 
ing teams and handling the retail busi- 
ness. 

The key to this happening lies in the 
development of software to run things 
such as "virtual private networks." These 
are the relatively new alternative to 
genuine, private wireline networks be- 
tween, say, different factories within the 
same company, where there 
is a need to exchange facsimi- 
les of production drawings, 
lists of parts or other intra- 
company items full-time. 

Instead of needing sepa- 
rate circuits paralleling the 
public switched network, the 
public network's controlling 
software allocates some of its 
circuits to the company's 
needs as and when they are 
needed, with an overriding 
priority so that enough cir- 
cuits will always be available. 

Such is the level of capac- 
ity being made available by 
digital technology and optical 
fibre cables that carrying such 
traffic is not a problem. 

The ability to jump into the world's 
most advanced digital technology at 
competitive prices is, if handled prop- 
erly, going to give China the chance to 
become one of the world's leading hubs 
for telecommunications. "Virtual pri- 
vate" networks mean that computers 
choose which pathway a burst of digital 
data — part of a telephone conversation, 
for instance — takes. 

China, then, with the world's equip- 
ment manufacturers queuing up to sup- 
ply its needs, is such a greenfield as to 
have all kinds of options open to it. 
While the “plain old telephone" is an 
obvious need, mobile telephones are al- 
ready in wide use, and trials of digital 
cellular telephones are under way. 

But while mobile telecommunications 
are generally thought of as urban appli- 
cations, paging services represent only 
one form of modern technology which 
could flourish in rural areas if properly 
planned and priced. A group of farmers, 
for instance, might wish to invest in a 
pager so that anyone wishing to contact 
them could page them to call out from a 
local callbox, avoiding the need for mul- 
tiple landlines. a 
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Atlanta/USA: 2.8 (1990) million inhabitants" 


Copenhagen/Denmark: 1.3 (1990) million inhabitants” 








Bangkok/Thailand: 8.0 (1990) million inhabitants* 


* these figures refer to the greater metropolitan area 





Munich/Germany: 2.4 (1990) million inhabitants* 





Sao Paolo/Brasil: 15.2 (1990) million inhabitants* 





Kairo/Egypt: 13.2 (1990) million inhabitants* 


In our contemporary, technology-driven world, we rely 

on telecommunications to bring people closer together 
across sprawling urban landscapes. The more efficient 
we make such links, the more enjoyable life can be. 

But first a single universal network has to evolve out of 
those we use now. One that will make it as easy, quick 
and economical to transmit high-definition video or com- 
puter data, for example, between homes, offices and 

cars in different towns - as picking up the phone is now. 


The task, aptly known as Vision O-N-E (Optimized Net- 
work Evolution), is immense. Siemens and GPT are 
committed to working on it together. Our joint approach 
harnesses the skills of the network operators and 
engineers who are building today the global broadband 
telecommunications network that's essential for a 

better tomorrow. 


Turning Vision O-N-E into reality is a step-by-step 
process: it will first become available between switching 
centres in major cities, then more widely within metro- 
politan areas - and ultimately between individual house- 
holds wherever they may be. Although the project as 

a whole still has a touch of science fiction about it, Vision 
O-N-E is in part a fact already. Certainly its benefits can 
be identified now, in the shape of: 


3-dimensional high-density television; nationwide 
links between local area networks; tele-cCommulting; 
electronic banking and shopping on a scale that 
can only be imagined today. 


Vision O-N-E not only offers the best route for migrating 
from the limitations of narrow to broadband networks. 

It also enables us to upgrade existing infrastructures 
and so make the most of the investments they represent. 
As its full name sugaests, implementing Vision O-N-E 
will be an evolutionary process. But its impact on the way 
we live will be little short of revolutionary - a kind one 

for a change, in which the more we are apart, the closer 
we can be. 


For further information please write to: 


Siemens AG, Infoservice ONW/Z018 FER 
Postfach 23 48, D-8510 Fürth 
Federal Republic of Germany 





AT&T's hi-tech on offer. 
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Long Spoon Shortens 


n a sense, history is repeating itself: 

the current US incarnation of the over- 

seas end of the former Bell Telephone 
Corp. has returned to China, joining its 
former European incarnation and Japa- 
nese and German companies in major 
high-technologv telecommunications 
manufacturing. 

With a formal announcement on 23 
February, American Telephone and Tele- 
graph (AT&T) became the fourth foreign 
company to join in a major way in the 
vast task of modernising China's old and 
inadequate telecommunications systems. 
The other three are several European 
divisions of Alcatel (but particularly 
Alcatel Bell of Belgium), Japan's NEC and 
Germany’s Siemens. 

Alcatel Bell is what used to be Bell 
Telephone of Belgium, which was 
owned by the former International Tele- 
phone and Telegraph (rr&T), the Euro- 
pean end of the vast US Bell empire 
which had been active in China since the 
1930s. But following the court-mandated 
breakup of "Mother Bell" into AT&T and 
local “baby Bell" operating companies in 
the US, European conglomerate Alcatel 
took over IT&T in 1987. 

The AT&T deal throws some confusion 
into what had seemed a clearcut situa- 
tion. Until the February announcement, 
the then three overseas companies were 
involved on a regional basis in locally 
manufacturing items such as digital 
switches (telephone exchanges) of their 
latest designs: Siemens in Peking, NEC in 
Tianjin and Alcatel in Shanghai. 

AT&T had in fact been present for 
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some time in three joint ventures manu- 
facturing equipment, but not on the same 
scale or technical level as the other 
three's projects. The joint ventures are 
AT&T of Shanghai, AT&T of China and 
AT&T of Beijing Fibre Optic, which make 
and sell optical fibre cable and transmis- 
sion gear. 

AT&T's new deal represents a remark- 
able turnaround, even if its details are 
currently somewhat vague. The com- 
pany was asked in 1979, while still a 
monopoly in domestic and international 
telecommunications in the US, to build a 
joint-venture factory in China to produce 
switches. This would have been the first 
such plant — but AT&T was unwilling to 
provide the high level of technology 
China required, and turned down the 
offer. 

The company changed its mind to 
some extent later on, and in 1985 estab- 
lished its fibre-optic joint ventures. But 
the other three companies took the 
plunge into making high-tech switches 
before AT&T had completely swung 
around — and then suddenly it was too 
late. 

As a result of the bloody quelling of 
the student demonstrations in Peking in 
June 1989, the US imposed trade sanc- 
tions against China which, among other 
things, restricted transfers of technology 
in telecommunications. In retaliation, in 
August 1989 China's State Council cre- 
ated Article 56 — a confidential directive 
which limited sources of switches to Sie- 
mens, NEC and Alcatel, and thereby 
eliminated AT&T. 
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The US administration of then presi- 
dent George Bush initiated an sl 
tion of China’s trade practices in 1991, 
response to a rapidly growing Chinese 
trade surplus and complaints from US 
companies about lack of access to the 
Chinese market. Among the US com- 
panies was AT&T, which was able to use 
the political situation to overcome its ear- 
lier mistake in foregoing the switch mar- 
ket in China. 

In October last year, China eventually 
agreed to scrapping the majority of its 
barriers to foreign trade over the next 
five years, which removes the blockage 
imposed by Article 56. In the meantime, 
though, other manufacturers of switches 
such as Canada’s Northern Telecom and 
Sweden's L. M. Ericsson have also been 
knocking at China's door, selling toreign- 
made switches into China with their gov- 
ernments' financial help on occasion, and 
seeking to manufacture in China. 

But where AT&T has managed to beat 
them is in the offer of research and de- 
velopment in China, in a fashion not dis- 
similar to that of Alcatel with its joint 
venture silicon chip factory in Shanghai. 
AT&T has undertaken to cooperate with 
China in 10 main areas. These include 
making digital switches, microelectron- 
ics, network management, optical trans- 
mission products, cellular systems, train- 
ing, systems integration — and research 
involving AT&T's Bell Labs. 

The first phase is to be the setting up 
of joint ventures to make switches — 
subject to US Government approval of 
export licences. AT&T says it will transfer 
the technology related to the design and 
manufacture of the switches’ compo- 
nents — something which should not be 
too difficult, given that Alcatel is already 
doing this. 

AT&T will not put a dollar figure on 
how much it will end up investing, or on 
how much the package could be worth 
to it. But for it to be worth anything at 
all, a favourable decision is needed from 
President Bill Clinton and Congress in 
June on most favoured nation (MFN) 
trading status for China continuing. 

The vagaries of politics which swung 
so heavily against AT&T in 1989 swung 
heavily in its favour after the October 
1992 agreement. This is in part because 
of China's US$18 billion trade surplus 
with the US and in part because of Chi- 
na's worry about what Clinton might do 
about tieing MFN status to human rights. 

But, should Clinton decide to play the 
heavy with China, the politics are revers- 
ible, though there is a feeling among 
some analysts that with the US such a 
huge market for China's exports, the last 
thing that China will do is to risk cutting 
off access to it. The fact that no action 
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has been taken by China against the US 
in response to its agreement to sell new 
fighter aircraft to Taiwan may be a symp- 
tom of a sort of realpolitik. 

But Alcatel, though apparently able 
to seem all things to all people because 
of its multinational nature, may eventu- 
ally find its neutrality compromised 
through no fault of its own. 

Alcatel is technically headquartered 
in the Netherlands, with operational con- 
trol residing in France and individual 
corporate concerns or interests in 110 
countries. It is thus able to present a po- 
litically neutral face in any given situa- 
tion by picking an appropriate company 
from its repertoire to bid for sensitive 
contracts. 

That China has taken action against 
France and French companies because of 
French Mirage fighter sales to Taiwan — 
at the same time as the US sales — is of 
no direct concern to Alcatel's Shanghai 
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telecommunications operations, or to 
those of many arms of Alcatel. 

But politic may concern the company 
if any future similar actions by China 
against individual European countries 
are subsumed into possible joint retalia- 
tion by the EC as a whole. 

In the meantime, like any other inves- 
tor in China, Alcatel is concentrating on 
building up its China business which, 
after a shaky period following its 1983 
start, is now into profitability and has a 
huge expansion planned. 

Alcatel executives in Shanghai de- 
scribe China as “the world’s largest tele- 
communications market.” The com- 
pany's ability to source items from all 
over the world have also given it the abil- 
ity to help China gain soft loans from 
many different countries, though pro- 
gressively more parts of its switches are 
being made in China itself. 

Alcatel stresses that partnership is the 
vital element in its China business. “They 
have the means and the ambition, so you 
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must localise manufacture,” said one ex- 
ecutive, adding that China trades off 
market share for a foreign company 
against the technology that company is 
willing to hand over. 

Starting from a base of 1.29 telephone 
lines per 100 people, according to official 
figures, the Ministry of Posts and Tele- 
communications (MPT) wants the public 
network to reach a total of 96 million 
lines or about 5% penetration of the then 
population by the year 2000. 

This means adding about 4 million 
lines a year in the current five-year plan 
to 1995, and perhaps 10 million a year 
from 1995 to 2000 — with the Siemens 
and NEC joint ventures to come on line 
shortly. But, say Alcatel staff, there is 
really no limit — "they'll buy whatever 
they can afford." 

But that is only for fixed wireline in- 
frastructure. Mobile telephones are also 
proliferating in China. According to 
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Monique Vanvi, country manager for 
China for Alcatel North Asia Pacific Ltd 
in Peking, by the end of November 1992 
China had 120,000 cellular telephone 
subscribers. The networks are mainly in 
the country's relatively wealthier coastal 
areas, with the highest density being in 
Guangdong province in the south. 

By the year 2000, according to the 
MPT, about 20% of all subscribers will be 
in the mobile sector, though other offi- 
cials say 10% is a more realistic figure. 
Vanvi said that because of the high 
upfront investment necessary for mobile 
systems, large numbers of subscribers 
are needed as soon as possible to achieve 
a positive cash flow. 

The present cost for an analogue 
mobile telephone is Rmb 27-30,000 
(US$4,700-5,200), with Rmb 0.5 per 
minute for use. This, says an industry 
analyst, is typical of an area which is 
short of wirelines along which cellular 
calls must be delivered. 

m Michael Westlake 
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JOINT VENTURE 


Millions 
Calling 


By Michael Westlake in Shanghai 


hen Bell Telephone of Belgium 
W staff arrived in Shanghai in 1983 

to set up a joint-venture factory 
to make digital telephone switchgear, 
they found the electro-mechanical rotary 
switches supplied by Bell of the US 51 
years before still working. 

Since then, the Shanghai Bell joint 
venture has gone on to push production 
from an originally contracted rate of ex- 
change equipment with 300,000 tele- 
phone lines a year to 1.35 million lines a 
year in 1992, 

Sales figures have jumped from 
US$81 million in 1990 to US$128 million 
in 1991 and to US$229 million in 1992. 
Profit figures for 1992 are not yet avail- 
able, but for 1991 the after-tax figure was 
US$18 million. 

Next target is to produce 4 million 
lines a year in 1995 from a new factory 
being built in the giant Pudong develop- 
ment area to the east of Shanghai. The 
new factory will triple Shanghai Bells's 
current production capacity, but it is a 
measure of the scale of the market's 
rapid expansion that this new capacity 
will be 13 times what was originally 
planned. 

The orderbook for Alcatel's S12 dig- 
ital switch — identical to those produced 
by Alcatel units in other countries — pro- 
duced by Shanghai Bell stands at 9.3 mil- 
lion lines, with switches for a further 3.6 
million lines being imported directly 
from Alcatel factories abroad. Shanghai 
Bell's switches are now in use at 494 sites 
throughout China, with an installed base 
approaching 3 million lines. 

Shanghai Bell won awards from two 
Chinese business and economic publica- 
tions for being one of China's most suc- 
cessful joint ventures in 1990 and 1991, 
on the basis of the company's sales per 
employee, revenues, investment, tax con- 
tribution and foreign-currency position. 

Reaching this highly favourable posi- 
tion has not been easy. The original in- 
vestment of US$28 million was split bet- 
ween the Post and Telecommunications 
Industry Corp. (a creature of China's 
Ministry of Posts and Telecommunica- 
tions — MPT) with 60%, Bell Telephone 
of Belgium with 30% and the Belgian 
Government with 10%. 

But after starting operations in late 
1985, problems were encountered in 1986 
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with the S12's technology, which is now 
judged to have been insufficiently ma- 
ture to be marketed at that time. There 
were also problems with the high cost of 
imports, and by 1987 the company had a 
negative value. 

That year Alcatel took over Interna- 
tional Telephone and Telegraph, the 
European arm of the US Bell empire 
which owned Bell in Belgium. And in 
1988 persistence paid off: the company 
achieved the basic sales volume it 
needed to survive, combined with à price 
increase. After a capital increase of US$12 
million paid from profits and an adjusted 
shareholding to give Alcatel 32% and the 
Belgian Government 855, the company 
has paid out 30% of the profits in divi- 
dends since 1989. 

Shanghai Bell director and general 
manager Bert Degraeve said the com- 
pany’s largest area of business is Guang- 
dong province. MPT figures show Guang- 
dong as having about 16 tele- 
phones per 100 people, but 
wanting to reach 45 per 100 peo- 
ple by the year 2000. This 
means, the figures say, adding 
4.36 million lines. 

But, said Degraeve, the 
company's products are in vir- 
tually every province and mu- 
nicipality in the country. Within 
about a vear of installing the 
equipment, he said, customers 
were finding that the modern 
gear was helping them to gen- 
erate enough cash to pay back 
the cost of buying it. 

"There is a huge pent-up de- 
mand which has not been met 
for many years," he said. "The 
priority given to basic infra- 
structure met some of that de- 
mand, and they are now in the 

next phase, of the new gear it- 
self creating new demand." 

The MPT reported its own 
profit for the whole of China for 
January-November 1992 as be- 
ing Rmb 25.9 billion (US$4.5 billion), up 
41% on the same period in 1991. But 
while cash is pouring in from increased 
use of telephones, brought about by 
more exchange lines making calls easier, 
is there a practical limit to the growth? 

The data is variable, depending on 
which source is consulted. But Degraeve 
says there are about 360,000 would-be 
subscribers on Shanghai's waiting list for 
telephones, with the rate of lines being 
installed at about 250,000 a year. 

MPT figures previously published 
show Shanghai has having about 700,000 
telephone subscribers in the late 1980s 
out of a population of around 12 million, 
or about 5.8 telephones per 100 people 
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compared with 35-45 in Europe. But 
while this represented a 10-fold increase 
in as many years, claims that 40% of the 
telephones are for private use come up 
against conflicting evidence. 

Degraeve says he doubts that even 
20% are private, because the acquisition 
cost of Rmb 5,250-6,000 is about a year's 
salary for many people. Against that, a 
survey by local telecommunications offi- 
cials claimed that 80% of more than 
390,000 people on the waiting list last 
September wanted home telephones. 

Shanghai Bell has already expressed 
its confidence by acquiring what is now 
US$100 million worth of equipment and 
fixed assets, and investing US$150 mil- 
lion — to be financed by the company 
with no new equity — in the new fac- 
tory building at Pudong. 

The company’s contract was origi- 
nally to run from 1983-98, but has since 
been extended a further 15 years to 2013. 





China-made Shanghai Bell switches. 


The Pudong factory’s lease is for 50 
years. 

Since the joint venture started, said 
Degraeve, Shanghai Bell has had access 
to trained, motivated and experienced 
people. But now experience and motiva- 
tion have become harder and more ex- 
pensive to find. The shortage of trained 
engineers has led the company to scour 
universities to sign up students near to 
graduation. 

The shortages, and the job- hopping in 
search of more money, show up in the 
average age of the 1,750 staff being only 
29. The problem is compounded by the 
company’s need to expand rapidly, be- 
cause allowing demand to outstrip 
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growth means leaving room for competi- 
tors to muscle in. And with Siemens al- 
ready starting, NEC to start next year and 
now AT&T headed for local production, 
competition will become intense. 

With production volumes rising, 
sourcing of raw materials locally be- 
comes easier because of rising quantities. 
The need for import substitution is a 
hard fact of life for the company, because 
customs duties on imported raw materi- 
als amount to more than the duty on 
importing whole systems manufactured 
overseas. 

The company’s joint-venture charter 
is to introduce to China advanced digital 
switches and other technology to sup- 
port development of the country’s tele- 
communications. This includes the engi- 
neering, manufacturing, installation, test- 
ing and commissioning of 512 exchange 
units with up to 40,000 lines each — and 
units with 60,000 and 80,000 lines each 
are on the cards. 

This level of high-technology 
joint venture, which includes 
heavy computing work and 
software development, puts me 
company under two sets of s 
cial rules imposed by China ind 
by the Coordinating Committee 
which looks at high-tech sales 
to communist nations. 

The company uses an IBM 
mainframe computer setup 
which is the largest in China, 
but which by Cocom's rules has 
to be placed in what is effec- 
tively a glass cage — a special 
room which, apart from hav- 
ing carefully controlled venti- 
lation, has glass walls on three 
sides. 

This, it would appear, is to 
stop unauthorised persons from 
making off with the computers 
or in some way illicitly acquir- 
ing their technology. But since 
the company’s staff need access 
to the computers on a regular 
basis, and the vast majority of the staff 
are Chinese, it is difficult to see who 
would be regarded as unauthorised. 

The Chinese rules make more sense: 
the high-technology nature of the joint 
venture qualifies it to carry losses for- 
ward to avoid tax. After the first profit is 
achieved, there are two further years of 
tax exemption, followed by three years 
at what would normally be 15% tax, but 
in fact reduced to 7.5% because of the 
level of technology employed. 

At any one time the company has 
US$15 million worth of complete ex- 
changes of S12 switches in its inventory, 
being tested for two-and-a-half weeks 
before being sent to the customers' sites. 








8 APRIL 














1993 


Building For the Future 


Motorola is an exciting company with the 
technological platforms to build on its 
leadership in radio communications and 
electronics. Products include semiconductors, 
two-way radios, pagers and telepoint systems, 
cellular telephones and systems, defense and 
aerospace electronics, automotive and 
industrial electronics, computers, data 
communications and information processing 
and handling equipment. 


We serve our customers in four interdependent 
arenas of electronics: 


- Components 

- Communications 
- Computing 

- Control 


These arenas demonstrate the platforms on 
which we are building. 
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China's domestic market because of its 
high demand — at any one time, the 
company has more than 2,000 staff from 
customers in the training school learning 
to use the new equipment. - 

But a small quantity has been ex- 
ported to Gorki in the former Soviet Un- 
ion, Vietnam and back to Alcatel in Bel- 
gium. The point of the exports is for cred- 
ibility, said Degraeve — it is necessary to 
show the capability of doing so. And the 
point of selling units to Alcatel elsewhere 
is also as a quality-control check for 
Alcatel’s own benefit, because it de- 
mands that each of its units anywhere in 
the world produce items of identical 
quality. 

Productivity per employee has risen 
to more than US$140,000 a year in 1992 
against a target of US$100,000, up from 
US$64,000 in 1988. But while Degraeve 
says the 1992 figure is comparable with 
European productivity levels, he cau- 
tions that such comparisons are unfair 
because of differences in the costs of re- 
search and development. 

In Europe, he said, R&D is expensive 
because much of it is involved with the 
cutting edge of new technology. But the 
company’s R&D so far has involved only 
the customising of software for specific 
applications, and so is far cheaper. 

Not all the company’s production is 
512 switches — of 1997's total US$229 
million in sales, about US$700,000 came 
from making and selling office PABX 
switchboards. This, said Degraeve, is a 
small but still important source of in- 
come which was started because of what 
was thought to be excess capacity in the 
factory in 1990. 

The company is coy about assessing 
the level of its price per line. But taking 
its sales figures and lines produced at 
face value, the price would seem to be 
falling fairly consistently from more than 
US$180 per line in 1990 to about US$174 
in 1991 and to less than US$170 in 1992. 

The obvious comparison is with In- 
dia, where last year the government was 
trying to force bidders seeking to supply 
digital switches with a total of 300,000 
lines to drop below US$210 a line, which 
was the lowest price in the first round of 
bids. 

The falling price in China may be- 
come partly a matter of force majeure 
rather than merely the company passing 
on some of the economies of scale as pro- 
duction rates increase. The company 
charges in US dollars or the equivalent 
in any other currency, but may find that 
with a falling local currency as well as 
more competition in view it will have to 
drop its unit price or risk pricing itself 
out of the market. a 
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JOINT VENTURE 


Chips for 
The Masses 


n case anyone doubts the high level of 
I Chinese approval for the microchip 

joint venture Shanghai Belling Micro- 
electronic Manufacturing Co., photo- 
graphs of China's paramount leader 
Deng Xiaoping and Prime Minister Li 
Peng visiting the factory are on promi- 

nent display in the company's conference 
room. 

But then, Shanghai Belling runs a 
very tight ship in terms of workforce dis- 
cipline, particularly in the factory's clean- 
room production area where silicon wa- 
fers each containing more than 200 mi- 
crocircuits are made. 

Says deputy general manager Jean 
van der Donk: "Wafer production in- 
volves 100-150 steps, any one of which 
can kill the wafer, so it's a very disci- 
plined process." 

The companv is a joint venture be- 
tween Shanghai Bell, with 40%, and the 
Ministry of Machinery and Electronics 
Industry's Radio Factory 14, which has 
60% of the equity. The factory, designed 
by Japanese engineers, was originally 
owned by Radio Factory 14 but was a 
lame duck in business terms. 

But when the joint venture agreement 
was signed in 1988, it was realised that 
taking over the factory avoided having to 
spend about US$50 million on an all-new 
wafer-fabrication plant. Technical assist- 
ance is being supplied by Alcatel through 
Belgian subsidiary Mietech Alcatel. 

The company's mission is to manu- 
facture large-scale integrated circuits for 
telecommunications and consumer 
items, with the intention of narrowing 
the gap between China and the rest of 
the world in this regard. According to 
van der Donk, the technology gap is now 
about five years, but with new technol- 
ogy to be transferred in 1994-95 to enable 
still smaller-scale circuits to be produced, 
the gap will narrow to about two years. 

The company supplies the chips 
which are at the heart of Shanghai Bell- 
ing's 512 telephone exchanges, enabling 
Shanghai Bell to claim to be the first 
switch-maker in China to use locally- 
made integrated circuits. 

But in addition, chips are produced 
for tape-recorders, video remote-control- 
lers and wristwatches. The tape-recorder 
chips have found the broadest applica- 
tion, because they provide the echo for 
karaoke machines, and the company is 
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churning out between 200,000 and 
300,000 a month to supply one per re- 
corder or karaoke TV set. 

The company was originally capital- 
ised at US$20 million, but this was in- 
creased to US$27.5 million. It has made 
total cumulative investments of US$55 
million, and turned its first profit — just 
over break-even — in 1992 after starting 
production in August 1991. 

Production of between six and seven 
million integrated circuits in 1992 
brought sales of US$18 million. Sales of 
US$40-50 million are forecast for this 
year, peaking at about US$60 million in 
1994 because of new technology chips 
creating excess capacity. 

One new chip will take over the func- 
tions of four old-style components for 
some purposes, while others have a one- 
to-eight replacement ratio. This will 
mean lower production volumes, mak- 
ing spare capacity available. 

Van der Donk says he 
hopes to avoid this being a 
problem by setting up a new 
design centre to create new 
chips in-house. He also says 
sales should grow to US$100 
million a year to sustain invest- 
ment in new technology and in 
growth. 

The normal level of invest- 
ment, he says, is US$6-8 million 
a year, with the company sur- 
passing that by planning to in- 
vest US$33 million over the 
next two-and-a-half to three 
years. In 1996-97, he says, the 
company may need a new fa- 
cility, which would need about 
US$100 million to set up from 
scratch. The need for this will 
depend on demand for tele- 
communications and chips con- 
tinuing to be explosive. 

Wafers are produced in batches of 50, 
with each wafer costing US$200-300. A 
single mistake in the intricate series of 
processes can therefore mean US$10- 
15,000 being wiped out, which explains 
why a stern system of fines and then 
sacking is applied to those who make 
mistakes. 

Once started, the processing cannot 
economically be stopped, with special 
ventilation systems to keep out tiny par- 
ticles in the air and 20 tonnes of ultra- 
pure de-ionised water being produced 
and consumed per hour. The factory 
runs four daily shifts 24 hours a day, 
seven days a week. 

Power shortages are not uncommon, 
given the overall level of shortages in 
China as a whole, but power interrup- 
tions are usually only for about 10 min- 
utes at a time, with more problems 


caused by the voltage being unstable. 
However, van der Donk says more wa- 
fers are lost through human error than 
through power outages. 

The chips made at present are of the 
so-called 2.4-3.0 micron scale — mean- 
ing the smallest size of component in- 
side the chip is 2.4 millionths of a metre 
across. But the new technology chips are 
at the 1.2 micron level, or half the size, 
meaning substantial expense in acquir- 
ing new machinery. 

And because the air-filtration system 
must eliminate all particles larger than 
one tenth of the size of the smallest part 
of the structure being created, the shift to 
1.2 micron chips means extensive invest- 
ment in upgrading the environmental 
control systems for the factory. 

Van der Donk says the company is 
using a Western-style, team-oriented 
management structure rather than Chi- 





Chip-making: discipline and accuracy. 


nese-style small clans for particular func- 
tions. And the approach is to tackle one 
level of function at a time: wafers are not 
broken up into individual circuits for 
packaging at Belling's plant. They are 
sent to South Korea and Taiwan for this 
to be done in Alcatel-qualified plants. 
Van der Donk declines to say what 
the yield per wafer is, only stating that it 
is better than in Hongkong but lower 
than in Taiwan. While below top world 
levels, he said, the yield was good 
enough to justify full-scale production. 
One of the company's stated goals is 
to continuously upgrade quality to meet 
customers' needs. While this may sound 
obvious to outsiders, van der Donk says 
it is far from being traditional in Chinese 
industry, and emphasises that the facto- 
ry's products must meet the tightest of 
foreign standards. ^ m Michael Westlake 


FAR FASTEAONM 


ECONOMIC REVIEW 


TELECOMMUNICATIONS IN ASIA 


JAPAN 


Cordless 
Explosion 


By Bob Johnstone in Tokyo 


ony chairman Akio Morita once 

predicted that personal communi- 

cators — in the form of cellular 
telephones — would be to the 1990s 
what personal stereos were to the 1980s. 
But so far, it has been a toy of the privi- 
leged few, not a convenience for Every- 
man. 

Cost has been high because the finite 
number of radio channels available pre- 
cludes economy of scale. 

Now, a new and much cheaper wire- 
less telephone technology is emerging 
that promises to bear out Morita’s pre- 
diction. Known generically as digital 
cordless, the technology is taking off 
faster in Asia than anywhere else in the 
world. Digital signals allow greater clar- 
ity than their analogue forebears, as well 
as the vital ability to handle more calls 
per channel. 

In Hongkong and Singapore, as well 
as in the developing economies of Thai- 
land, Malaysia and China, local entre- 
preneurs and telecoms authorities are 
rolling out a type of digital cordless tele- 
phone called CT-2, But CT-2 handsets 
are not fully-fledged personal communi- 
cators because they can only be used to 
make calls, not to receive them, in order 
to keep costs down. 

But the Japanese are marshalling the 
collective might of their telecommunica- 
tions and consumer electronics indus- 
tries behind a second type of digital 
cordless device called the personal 
handy phone (PHP). Unlike CT-2, per- 
sonal handy phones will be two-way 
communicators, able to receive calls as 
well as make them. 

Having performed well in tests con- 
ducted in Tokyo last year, PHP is ready 
to go, say would-be service operators. 
The big question now is, when will Ja- 
pan’s Ministry of Posts & Telecommuni- 
cations (MPT) issue operators licences to 
start services? 

The danger for the Japanese is that 
delaying the introduction of PHP could 
leave them isolated in a world domi- 
nated by CT-2. Isolation could be a 
handicap for Japanese manufacturers 
looking to dominate the high-volume, 
low-cost personal communicator market. 

The major reason cellular phones are 
expensive is the requirement for mobil- 
ity. Mobile phones have to be able to per- 
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form the complex process of call- 
handover as the user leaves one “cell” 
and enters the next — each cell being the 
area surrounding one radio-relay station. 

To make a call on a CT-2 handset, you 
must first find the nearest base station — 
the radio device that picks up your calls 
and relays them into the telephone net- 
work. What you gain for the loss of mo- 
bility is that both handset and infrastruc- 
ture are much cheaper, because there is 
no need for the equipment to cope with 
handing over calls from one base station 
to another, as in a full-mobile two-way 
system. 

A cellular telephone can cost any- 
where from US$300 to US$1,500. On top 
of which, in order to recoup their costly 
investment in infrastructure, cellular op- 
erators have to charge a high price for 
their service. 

In Japan, for example, it costs over 
US$350 to sign up for a cellular phone 
(plus a US$850 deposit if you chose the 
service offered by Nippon Telegraph & 
Telephone [NTT], and US$140 a month 
in access charges. Small wonder, then, 
that the vast majority of cellular phone 
users are business people, who do not 
pay for the service personally. 

By contrast, cordless digital phones 
sell for as little as US$100. And because 
cordless base stations are much smaller 
and less complex than cellular ones, us- 
age costs can be one third to one tenth 
less. 

But critics charge that the companies 
have failed to capitalise on CT-2's poten- 
tial, pricing the service too close to cellu- 
lar to get the advantage of numbers. 
They also complain that there are not 
enough base stations, and that handsets 
are very noisy. 

This month a third firm, Pacific 
Telelink, will enter Hongkong's CT-2 
market with a strategy that it believes is 
better attuned to local needs. The com- 
pany, which is backed by British cellular 
specialist Vodaphone, First Pacific and 
Stanley Ho, plans to set its tariffs at just 
one third of those of cellular systems. 

"We're targeting a different market," 
says company president Mike Pilgrim, 
"we're much more aligned with paging." 
'acific Telelink thinks its users will come 
from lower income groups, people who 
would normally buy pagers rather than 
cellular phones. "They come to us," Pil- 
grim says, ^we give them a pager, and 
for a small additional cost, a CT-2 hand- 
set." 

The procedure therefore is that on 
being paged, the user can respond al- 
most immediately. In effect, the handset 
functions as "a personal private pay 
phone,” Pilgrim says, with the advantage 
over regular pay phones that ^you don't 
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have to queue." The ability to respond 
quickly to messages received via pager 
is one of Pacific Telelink's main sales 
points. 

Elsewhere in the region, Singapore 
Telecom has launched a CT-2 service that 
claims some 25,000 subscribers, while 
Thailand's Phonepoint service in Bang- 
kok now has about 9,000 users. Malaysia 
is reportedly planning to install a similar 
service in Kuala Lumpur, as is Australia 
Telecom in Brisbane. 

But perhaps the most significant ex- 
periment with the new cordless technol- 
ogy is in Shenzhen, where local authori- 
ties have installed a 400-base-station net- 
work catering to upwards of 10,000 sub- 
scribers. "It is a way of giving service 


More and more to come. 
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quickly,” comments Pilgrim, “you just 
put up a pole and start selling handsets.” 
He adds that there are lots of towns in 
China where there is no alternative form 
of telephone service. 

With Asian markets blossoming, and 
trials of digital cordless phones under 
way in several US and European cities, 
equipment makers expect to ship 1 mil- 
lion CT-2 handsets this year, with sales 
increasing to 6 million by 1996. Japanese 
manufacturers are understandably keen 
to grab a large share of these markets, 
especially since demand for analog cord- 
less phones has finally begun to level off. 

Japan’s MPT has just issued licences to 
four operators of digital cellular phone 
services. NTT began digital services in 
Tokyo in March, and the other com- 
panies will start operations next year. 
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The ministry fears that if it gives the 
go-ahead to PHP operators too quickly, 
this could damage digital cellular's 
chances of success. At the same time, the 
bureaucrats know that too long a delay 
in granting approval for digital cordless 
will hurt Japanese industry. 

High prices have kept the market for 
cellular phones from developing as rap- 
idly in Japan as it has elsewhere. Eight 
years since their introduction, portable 
cellular phones have achieved a reach of 
just 1.1% of the population, compared 
with 2% in Europe and 3% in the US. 

Now, as the Japanese economy slides 
towards recesssion, corporate usage of 
cellular phones is declining. In the year 
ended March 1993, operators reported 
just 330,000 new a sharply 
down from 1992's figure of 510,000 and 
well short of the ministry’s projection of 
400,000. 

But rather than dragging its feet, says 
Sachio Semmoto, vice-president of fast- 
growing Japanese cellular operator DDI 
Corp., the ministry should bow to the 
inevitable and give digital cordless the 
go-ahead as soon as possible. 

Semmoto has formed around DDI a 
group that includes many of Japan's 
leading consumer electronics companies. 
Sanyo and Sharp, which between them 
have half the domestic market analog 
cordless phones, are both members. The 
companies plan not only to manufacture 
PHPs, but also to market them through 
their retail sales networks — more than 
65,000 outlets nationwide. 

Competition for the DDI group will 
come from NTT and its traditional family 
of suppliers, which includes Fujitsu, 
Hitachi, and NEC. 

Semmoto says he is "very confident" 
that Japan's s PHP system is going to be 

'far superior" to CT-2. He argues that to 
be a success in the consumer market, a 
personal communicator must be "simple 
and complete" and that, because it is 
only capable of making outgoing calls, 
CT2 is an "incomplete" system. 

In order to give PHPs the ability to 
receive as well as make calls, the Japan- 
ese will include a feature that would 
automatically alert base stations to the 
user's presence in a particular "cell." The 
system would then let the user know if 
anyone had been trying to get in touch, 
as with a pager, but, more important, 
will then accept incoming calls. 

DDI plans to invest heavily in infra- 
structure to enable a quick launch as 
soon as the ministry issues licences. 

Semmoto says that the first PHPs 
could hit the shops by the beginning of 
next year. And the market, he believes, is 
going to be "gigantic" — just like Akio 
Morita predicted. w 
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Great Leap Forward 


By Bob Johnstone in Tokyo 


C 


anada's Northern Telecom sales- 
men visiting telecoms authorities 
in China's coastal cities and rich- 
est provinces last year got a big surprise. 
"We thought they would want low-cost 
plain old telephone service," says Tony 
Yuen, a Northern Telecom vice presi- 
dent. “But that was not the case." 

It turned out that the Chinese were 
more interested in acquiring state-of-the- 
art data communications equipment. 
They recognise that this type of infra- 
structure is a vital prerequisite for attract- 
ing multinationals and joint ventures 
with foreign partners. 

To be sure, China's ambitious goal is 
to bring a dialling tone to the masses. 
The Chinese Ministry of Posts & Tele- 
communications (MPT) has undertaken to 
install 100 million new lines by the turn 
of the century. At the same time, how- 
ever, the ministry's bureaucrats know 
that they must balance the people's 
needs with those of sophisticated 
telecoms users such as banks and air- 
lines. 

Last August, the ministry awarded 
Northern Telecom a US$9 million con- 
tract to supply it with data packet switch- 
ing equipment and software. In Febru- 
ary, the company began installing its 
DPN-100 switches in Peking and provin- 
cial capitals. These will form the back- 
bone of ChinaPac, the country's first na- 
tionwide data communications network. 
ChinaPac will eventually link nodes in 
all 32 of China's provinces, municipali- 
ties, and autonomous regions. 

In the past year, Northern Telecom 
has also sold data switches to posts and 
telecommunications administrations in 
Anhui, Fujian, and Liaoning, and the 
company says that it is about to sign 
purchase agreements with a further five 
provinces. The initial "starting kit" con- 
figuration will offer 8,000 access ports, 
doubling to 16,000 ports as the other 
provinces come on-line. 

Heavy users of the network are ex- 
pected to include the Bank of China and 
the Chinese Ministry of Energy. The 
bank will use ChinaPac for internal and 
external transfers of funds, and also to 
hook up the automatic teller machines 
that are just beginning to appear at some 
of its branches. 

Though the Chinese are said to be 
considering liberalising the telecoms 
market, for the moment the MPT has a 
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monopoly on the provision of services. 
The only organisations permitted to run 
private networks are other government 
ministries, like those which control the 
military, railways and mines. 

But public ownership is an advantage 
for the thousands of small Chinese firms 
that could not afford to set up a private 
network of their own. One of the fea- 
tures offered by Northern Telecom's 
switches is a "virtual private network" 
capability that gives users many of the 
benefits of dedicated lines at a fraction of 
the costs. 

Such features, like those of many 


‘Plain old telephones’ are not enough. 


modern telecoms products, are software- 
driven. To adapt the features for the Chi- 
nese market, the Canadian company will 
draw on local talent, as part of an overall 
agreement to localise manufacturing and 
development. 

Some firms, notably the Japanese 
switch makers, are reluctant to transfer 
technology to the Chinese. But Northern 
Telecom sees localisation as being in its 
best interest. "One of the major con- 
straints" in meeting local requirements, 
says James Long, president of Northern 
Telecom Asia/Pacific, “is finding enough 
scientific and engineering talent." So, in 
addition to setting up joint ventures with 
the MPT’s manufacturing subsidiaries, the 
company’s aim is to identify local soft- 
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ware development talent. The MPT runs 
three large institutes whose sole function 
is training high-level personnel to work 
in the telecoms industry. 

Graham Rance, a Northern Telecom 
marketing manager, was impressed by a 
recent visit to one of these institutes, the 
3,000-student Beijing University for Tele- 
communications. 

"What surprised me when I gave my 
lecture was the type of questions that the 
students asked," Rance says. "These 
were very knowledgeable people." And 
many of their professors, he adds, have 
degrees from prestigious US universities 
such as MIT and Caltech. 

The Chinese have evidently learned a 
lot about telecoms in the past few years. 
"As late as 1985," Long recalls, ^we used 
to have to tell them about the basics of 
telephony." Now, he says, "they are as 
knowledgeable as anybody in the 
world." 

One reason for this in- 
creasing sophistication is 
that the Chinese have gone 
out and seen for themselves 
what the rest of the world is 
doing. 

In addition to the techni- 
cal excellence of its equip- 
ment, Northern Telecom 
also has a second significant 
advantage over rivals in the 
world's fastest growing 
telecoms market. "The 
unique thing about North- 
ern Telecom," explains Tony 
Yuen, vice-president of data 
communications products 
for the company, "is that a 
lot of our technical people 
come from a Chinese ethnic 
background." 

Thanks to the compa- 
ratively recent influx of 
Chinese immigrants from 
Hongkong and elsewhere, 
Canada now has a popula- 
tion of Chinese that is larger as a per- 
centage than that of the US. Yuen him- 
self was originally from Hongkong. 

More than 500 of the researchers — 
about 10% of the total staff — at Bell 
Northern Research, the company's R&D 
wing, are ethnic Chinese. In addition to 
Yuen, Northern Telecom has two other 
ethnic Chinese vice-presidents as well as 
many senior- and middle-level manag- 
ers 
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The ability to deploy such people in 
the field is proving a valuable sales tool. 
"Our Chinese customers feel extremely 
comfortable with us," Yuen explains, 
"because we have so many people who 
can explain things to them in their own 
language." 5 
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or more than 20 years the story of 

the world’s most popular computer 

chip — the dynamic random access 

memory (Dram) — has been a simple one: 

engineers packed more capacity onto ever- 
smaller slivers of silicon. 

Drams have long been commodity 

chips, with little variation — except in 

capacity — from one chip to the next. Be- 


| cause the design challenge was straightfor- 


ward, progress has been astounding, with 
a quadrupling of memory capacity virtu- 
ally every other year. Today’s pocket dig- 
ital diary has the same memory capacity 
(64,000 bits, usually known as 64K) as did 
a good personal computer a decade ago. 
Now, it is the 4-megabit Dram 
(holding 4 million bits of data) 
which dominates the US$20 billion 
market for memories; next year, it 
will be the turn of 16-megabit 
chips. 

And at the end of March, lead- 


announced that it had begun sell- 
ing 64-megabit chips in sample 
quantities. Most manufacturers, 
moreover, have already developed 
prototypes of 256-megabit chips. 

But beneath this seemingly 
smooth progress from one mem- 
ory generation to the next, a major 
upheaval is taking place: the Dram 
market is fragmenting into special- 
ised niches. “Until recently, all our 
customers wanted was capacity,” 
says Kazunari Ishihara, a manager 
in charge of memory development 
at Mitsubishi Electric, “but lately 
they’ ve begun to ask for new func- 
tions.” 

As computers become more 
powerful and Drams go into every- 
thing from personal computers to 
aircraft instrumentation, a single device 
can no longer meet the spectrum of system 
needs. For example, Hitachi, Japan’s third- 
largest Dram maker, offers its 16-megabit 
memory in 60 different versions and the 
company estimates that over 2,000 versions 
would be possible. 

The chips come in different speeds, de- 
liver data in different-sized chunks, have 
different numbers and configurations of 
connecting pins, and are housed in differ- 
ent-shaped packages. 

These variants may sound trivial, but 
for a manufacturer trying to decide how 
many of each to build, they are a night- 
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mare. At the same time, however, increas- 
ing diversity also means opportunities for 
makers who are close to their customers 
and quick off the mark. 

Differentiation is an attractive strategy 
for Japanese Dram makers reeling from the 
South Korean offensive on the commodity 
memory market. Specialty Drams are at- 
tractive to second-tier memory makers 
looking for “spaces between the dinosaurs’ 
toes,” as Howard Sussman, a senior man- 
ager at Sanyo Semiconductor, describes 
them. 





Specialist memory chips in the making. 


A good example of such a niche is a 
type of memory known as a Fifo, which 
stands for first-in, first-out. Fifos are chips 
which tidy up the flows of data between 
the various components on a computer 
board. 

The Japanese consumer electronics firm 
Sharp has done most of the early running 
in this small but rapidly growing market. 
Though Sharp makes its chips in Japan, all 
the design and marketing is done by 
Sharp’s US subsidiary, Washington-based 
Sharp Microelectronics Technology. 

A second memory niche is the video 
Ram, an ambidextrous chip that simulta- 
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A Chip for All Reasons 


neously takes care of the picture on a com- 
puter display by constantly redrawing it 
and handles any changes. That used to take 
two different chips, because conventional 
Drams have only one input-output plug. 
But video Rams have two or even three. 

These chips can speed up the graphical 
user interface (the icon-filled screens that 
are popular with many personal computer 
users) on software programs like Micro- 
soft's highly successful Windows. In this 
market the leader also is a relatively small 
player, Idaho-based Micron Technology, 
the only remaining US memory chip spe- 
cialist maker. 

But a niche that is just opening up could 
turn out to be the most significant of them 
all. That is the synchronous Dram, à new 
type of extremely high-speed chip. 

Conventional Drams operate by their 
own laws, independently of other system 
components like microprocessors and logic 
chips. That sort of autonomy was accept- 
able so long as memories ran faster than 
the rest. Lately, though, mic roprocessors 
have begun to catch up and even in some 
cases overtake Drams. 

The synchronous Dram is the simplest 
of several solutions that have been pro- 
posed to get around this problem. It makes 
the memory chip march to the same drum 
by tying it to the processor's clock. 

In February, Samsung announced a 16- 
megabit synchronous Dram capable of 
matching the speed of Intel's new Pentium 
microprocessor (which has 66 million cy- 
cles a second). Beating, as it did, such long- 
established Dram players as NEC to the 
marketplace was a remarkable achieve- 
ment for the aggressive South Korean com- 
pany, which has vaulted from obscurity to 
become the world’s third-largest Dram 
maker. 

Synchronous Drams can be made using 
the same manufacturing process as ordi- 
nary memories, with a simple change of 
the circuit-pattern mask. They should thus 
be relatively cheap to make. This in turn 
means that the chips could quickly find 
their way into interesting commercial ap- 
plications, such as enabling handheld com- 
puters to recognise continuous speech. 

NEC certainly seems to think that 
synchronous Drams are going to be big 
business. The company, which is active in 
the embryonic market, predicts that the 
new chips could eventually account for as 
much as 40% of its total 64-megabit pro- 
duction. E] 
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PUs from the company that 
figures big in banks, 
flies high with airlines 
and wins the vote of governments. 


Unisys builds vast computer 
systems for some of the world's 
most complex and demanding 
organizations. 

And we've certainly learned a 
lot doing so. 

Now you can put all of that 
know-how and experience to 
work on your desktop with the 
new range of Unisys PCs. 

Choose from entry level 
workhorse models to power- 
house i486DX2/66 based 
machines and a full selection of 
memory, storage, display and 
interface options. 

Each system is complete 
with the same level of back up 
and support the big players find 
so reassuring. 


At prices you'll find most 


gratifying. 





Unisys PCs are represented 
by some of Asia's most respected 


and most successful computer 


UNISYS 


We make it happen. 


products distributors. See the 


bottom of this page for the one 
nearest you and call for a chat 
about your PC requirements. 


You'll be in very good com- 


pany. 





Unisys PC Distributors: HONG KONG: CL Computers China/Hong Kong Lid. 852-830-6868, INDONESIA: pt Galva Corporation 6221-850 8535, MALAYSIA: Falcon Systems Sdn Bhd 603 263 3842. 
PHILIPPINES: Millennium Computer Technology Corp. 632-461922, THAILAND) Thai Standard Solution Co. Ltd. 662-233 3845 
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South Korea leads the developing world in spending on research, but is far behind Japan. 


TECHNOLOGY 





Time to Focus 


South Korea’s reach exceeds its resources as it grasps for 
new technology. But the government still wants to pick 


winners. 


By Ed Paisley in Pohang 


ight now it is just a construction site. 

But when the first electrons start 

surging through the huge lead-and- 
cement-encased synchrotron here next 
year, South Korea will have passed an im- 
portant technological milestone. 

Ko In Soo, the Postech researcher in 
charge of the project, expects that South 
Korean companies will use the electrons 
generated for developing products such as 
semiconductor chips and advanced mate- 
rials. 

But even before the first electron beams 
start racing around the doughnut-shaped 
facility, the project is already running into 
trouble. Funds are short, even though the 
government has financed 40% of the 
US$200-million project, and the synchro- 
tron is likely to have only two out of a 
possible 100 beam lines — the research 
areas where scientists tap into what Ko 


calls the “light factory.” So Postech, the 
research arm of Pohang Iron and Steel 
(Posco) is scrounging for corporate backers 
to flesh out its construction budget. 

Why is there a shortage of funds? Be- 
cause both public and private financial 
resources for research and development 
(R&D) are spread too thinly across a 
welter of advanced technology projects. 
From electric cars to genetically engi- 
neered oriental medicines, from advanced 
telephone switches to intelligent facto- 
ries, the South Korean government wants 
to fund them all — and much, much 
more. 

The problems funding the synchrotron 
are emblematic of broader challenges as 
South Korea tries to move up the techno- 
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logical ladder. For while South Korea has 
been remarkably successful in playing 
technological catch-up for the past 30 years, 
government officials, corporate researchers 
and scholars all think that a crunch is com- 
ing. 

High wage costs are pushing South 
Korea's traditional products, such as foot- 
wear and textiles out of world markets. At 
the same time, foreign companies are be- 
coming increasingly leery about trans- 
ferring advanced technologies to South 
Korean companies. 

Part of this difficulty in getting technol- 
ogy is because South Korea is closer to the 
technological frontier than ever before. But 
the country's poor record of intellectual 
property rights protection, the high cost of 
doing business in South Korea and the ease 
with which foreign companies can tap 
cheaper labour and production costs in 
other Asian countries also hurts. 

A bitter debate is under way about 
how the country should respond to the 
squeeze. South Korea's private companies, 
who possess formidable financial and 
technical resources, want the freedom to 
strike out on their own. However, officials 
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and many academics think government 
must coordinate research. Moreover, no- 
one seems to agree on how much empha- 
sis should be put on basic research and 
how much on more commercial applica- 
tions. 

The government's answer to the tech- 
nological challenge came last April, with 
the unveiling of the so-called G7 project, its 
name chosen to symbolise South Korea's 
ambitions to join the ranks of the world's 
richest nations. While officials see the list 
of 10 major research areas as the country's 
road map to prosperity, cri 
plan as a hodgepodge which has little rela- 
tion to South Korea's comparative advan- 
tage — or to the competitive situation the 
country faces. ese 

The South Korean. Government plans 
to channel US$50 billion over the next 
eight years towards this goal, Wim 90 e Cx 
of the funds coming from 
private industry. But only a 
year after its launching, the G7 
project is coming under fire 
from scientists, businessmen 
and even some technocrats. 
Critics skewer the programme 
as over-ambitious, misdirected, 
and ill-conceived. 

“If other countries were just 
spending money on R&D, then 
we could afford the G7 project,” 
says Postech president Kim Ho 
Gil, who thinks that the govern- 
ment’s goals are too grand 
given South Korea’s limited 
technological capabilities. “But 
other countries are learning in 
the process, and we are just 
talking about learning.” 

Adds Lee Myong Woo, the 
head of Seoul National Univer- 
sity’s Research Institute of Engi- 
neering Science: “Foolish tech- 
nocrats say we are going to de- 
velop all of these fields by 2001. 
It’s simply impossible.” 

The stakes are high. South 
Korea’s industrial structure has 
great potential, “arguably the 
greatest potential of any newly 
industrialising economy,” 
writes technology scholar Mar- 
tin Bloom in a recent OECD 
study on South Korea's electronics indus- 











“Yet, should the wrong decisions be 
made, the pressures and constraints — in- 
ternal and external — may act to slow the 
momentum and enable new entrants to 
overhaul Korea’s strong position in many 
sectors, with the electronics industry being 
particularly vulnerable,” says Bloom. 

The government's strategy is to fund 
basic research in as many industries as pos- 
sible, in the hope that some of them will 
prosper. “There is so much fundamental 
R&D to be explored,” says assistant science 
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itics deride the 


minister Lee Chong Don in defence of the 
broad-brush research approach. When it 
comes to more commercial technologies, he 
maintains that the government's role is 
simply to coordinate activities "at the pre- 
competitive stage" to avoid costly compe- 
tition among businesses. 

But critics say that this scattershot ap- 
proach, with so many under-funded 
projects, actually reduces the chances of 
success. They worry that bureaucratic 
whims are funnelling resources into tech- 
nologies already well-developed and well- 
marketed by competitors in the developed 
world. 

Businessmen say that the government's 
efforts to coordinate research on high- 
definition television and semiconductors 
gets in the way of their own efforts. "We 
are competitors," says an executive at 


Goldstar Electron, who confides that many 


South Korea’s Wish List 





firms in the industry try to hide their 
most important R&D achievements when 
the government asks them to pool re- 
sources. 

One solution would be to have the gov- 
ernment leave commercial technologies 
entirely to the private sector. “Applied R&D 
is already done by industry,” argues 
Postech president Kim, who complains that 
government should not be in the business 
of funding or coordinating these projects. 
“Our scientists should be working on basic 
R&D that may be commercialised ten years 
from now,” says Kim. 
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Samsung Electronics, for example, has 
had a major breakthrough with the dem- 
onstration of a working prototype of a la- 
ser-based video camera. The device, which 
is based on Russian technology, has the 
chance of being a major hit with con- 
sumers, vet it appears on none of the wish 
lists of Key technologies drawn up by the - 
South Korean Government. 

Kim says that the C7 list is simply based 
on what bureaucrats have decided will be 
the most promising fields based on current 
technologies in the developed world and 
that it bears little relation to South Korea's 
competitive strengths. 

The science ministry's Lee heatedly de- 
nies that the government is skimping on 
basic R&D in favour of the commercialisa- 
tion of products. But even if the govern- 
ment's R&D funding decisions are correct, 
the money deployed is woefully inade- 
quate given the range of 
technologies under develop- 
ment. l 

The government and pri- 
vate industry spent a total of 
Won 3.4 trillion (US$4.5 billion) 
on R&D in 1991, the last year full < 
figures are available, up from = 
Won 2.7 trillion in 1990. This 
ranks at the top of developing 
nations in the amount and the 
percentage of GDP spent on 
R&D. But in absolute terms, 
South Korea's R&D budget is 
dwarfed by those of the US or 
Japan. 

In 1990, the US spent 
US$150 billion on R&D and 
Japan US$86 billion. As critics 
point out, South Korea's entire 
R&D budget in 1991 was smaller 
than that of US car maker 
General Motors, which spent 
US$5.8 billion on R&D. Sam- 
sung Electronics, which boasts 
South Korea’s biggest R&D = 
budget, spent 5.5% of sales on 
R&D that vear, or US$550 mil- 
lion. x 

Of course, the size of R&D - 
expenditures is not necessarily - 
a gauge of its effectiveness, as - 
the troubles at General Motors 
show. Indeed, if South Korea's 
limited financial resources for R&D can be 
paired with technologies where South Ko- 
rea enjoys a comparative advantage, then 
the dreams of becoming a technological 
power could be achieved by the end of the 
decade, say some scientists. 

That is, however, likely to require a 
more focused, commercially oriented ap- 
proach. “High-tech and high valued-added 
can be very different,” agrees Michael 
Hobday, a senior fellow at the University 
of Sussex Science Policy Research Institute. 
“Linking the technology to the market is 
the most critical phase.” E: 
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.. Korean scientists develop 
new automotive steel 


ellow scientists Kim Young Gil and 

Kim Tai Ung could be very rich men 

in a few years. They have jointly de- 
veloped a new automotive steel three times 
. as strong as conventional steel that, when 
crafted into a car, should allow makers to 
build a vehicle roughly 25% lighter than 
existing models. 
^ South Korea has only a handful òf tech- 
A nological innovations fo its credit. Worse 
... still, it has a poor record of commercialis- 
< ing these breakthroughs. The two Kims — 
-< one a professor at the Korea Advanced In- 
= stitute of Science and Technology and the 
< other his student and a researcher for 18 
.. years at an institute affiliated with Pohang 
tron & Steel (Posco) — are hoping their 
PRK-90 steel will be different. 

Posco, the world’s third-largest steel 
. company, plans to start selling the steel 
commercially by 1995. The steel maker 
now is in the midst of spending US$10 
million for a pilot-scale production line. 
Hyundai Motor, South Korea’s largest car 
manufacturer, is already testing samples of 
the material on smaller automobile parts. 
Soon, Hyundai will take delivery of the 
first shipments of cold-rolled sheets of the 
new steel to see if it can use PRK-90 for 
automobile bodies. 

German car makers are also sniffing 
around. And with good reason. If the new 
.. steel can be successfully commercialised — 
. and that is a big if — it will allow car mak- 
< ers worldwide more easily to meet rising 
© fuel-efficiency standards. Otherwise, they 
. may have to change their production lines 
. to accommodate, say, aluminium, or more 
exotic new materials. 

Sceptics point out that South Korean 
companies often lay claim to scientific 
breakthroughs that usually do not pan out. 
But Posco's new steel may prove them 
- wrong. The giant steel company has in- 
© vested heavily in both basic and applied 
. metallurgical research in the past decade. 
.. And it has the money to develop and de- 
liver PRK-90 to market should the steel live 
up to the claims of its inventors. 

Although South Korea has only limited 
.. research capacity, local researchers com- 

plain that they are hardly noticed when 
home-grown inventions are offered to 
< South Korean firms for possible commer- 
. cialisation. 

-  . Kim Young Gil knows this problem all 





per alloy, known as PCM-102, that was 
stronger, more heat-resistant and one third 
cheaper to use in semiconductor lead 
frames and connectors. 

Kim already had an international repu- 
tation as an inventor thanks to a nickel- 
based alloy he developed in the 1970s for 
US space agency NASA that is used in most 
jet engines. Yet South Korea's three big 
electronics companies turned down his re- 
quest for help in commercialising the new 
copper compound. “I wanted to develop 
products suitable for use in Korea," he 
says, but "domestic users were not inter- 
ested." Instead, Kim scoured the ranks of 
US manufacturers before finally persuad- 
ing Motorola to test his invention. 

By 1985, PCM-102 became a standard 
ingredient in Motorola's semiconductor 
packaging. Earlier this year, with the help 
of Motorola and South Korea's Poongsan 
Metal, Kim improved the alloy by adding 
magnesium. The new product, CAD-19015, 
is now being purchased by most other US, 
Japanese and South Korean electronics 
companies. 

If all goes as planned with the new steel, 
South Korea will have another rare com- 
mercial success in developing an interna- 
tionally competitive product using indig- 
enous research and development. This 


should give government planners cause to | 


reconsider their R&D strategy. 


Metallurgy is an area where South | 


Korea is relatively successful in commer- 


cial innovation. This success reflects | 


Posco's leadership in the steel industry. But 
it also underscores Posco's close links with 
its key customers, such as Hyundai Motor. 


The combination of a modern steel in- | 
dustry and innovative car manufacturers 
drives technological change in a way that | 
simply trying to pluck winners from a mas- | 


ter list cannot do. Kim Young Gil and oth- 
ers believe South Korea must focus on 
building these sorts of links between re- 
searchers and marketers. 

^No one researching knows how to 
commercialise the research," complains 
Kim, who says most scientists do not work 
closely enough with their companies' cus- 
tomers. R&D teams "should also be techni- 
cal salesmen, marketeers for commercial 
applications" developed to fill their cus- 
tomers' needs. 

The professors Kim who invented the 
new steel believe they have done just this 
sort of sales job by lining up interested par- 
ties well before the product is ready for 
commercialisation. 

The two inventors will travel to Ger- 
many this autumn at the invitation of the 
International Symposium on Automotive 
Technology and Automation to present 
their findings. There, they will visit several 
German car makers. This sort of foresight 
could pay big dividends if the new steel 
performs as promised. m Ed Paisley 
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ECONOMIES 


No Riel 
Currency 


Cambodia rocked by 
financial turbulence 


s Cambodia stumbles towards UN- 

sponsored elections in late May, the 

economic ground is giving way un- 
derneath its feet. Between 19 and 20 March, 
the Cambodian riel plummeted from 2,600 
to the US dollar to 5,000 in Phnom Penh 
and 8,000 in the countryside. It recovered 
some of its losses two days later to trade 
between 3,800 and 4,200 at the capital's 
money-changers. 

Although the currency appears to have 
stabilised for the time being, nerves are 
fraying badly. Nobody seems to know who 
or what started the currency's rout. On 7 
April, the election campaign is due to open 
and political observers expect the level of 





intimidation and violence to rise. The com- 
munist hardliners, the Khmer Rouge, are 
opposed to the elections and could try to 
undermine them by engaging in acts of 
economic sabotage, sources say. 

It would not take much to destabilise 
the economy. In early March, rice traders 
said they would accept only foreign cur- 
rency for their commodity. In the previous 
month, the Khmer Rouge said that it had 
introduced its own currency in the 15-20% 
of the country it controls. And at least two 


factions which are preparing to fight the - 


election say they may replace the riel with 
a new currency if they gain power. 

The lack of faith in the currency has fed 
through to inflation. During the latest bout 
of instability, the price of gold — which 
has been pouring into the country to fi- 
nance smuggling — rose from Riel 25,100 
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xperienced management team, a sharp business focus and a strong 
eet, -Dairy Farm is well placed to develop. its existing operations and to 
; new markets, particularly in the Asia-Pacific Region.” | 
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diuo Pap cu a CES Year ended 31st December i 

^" g 1992 1991 

5 MCN | | vicc MN, 

|. Operating profit NEGET 3 160.6 

|. Share of profit of associates o 802 64.6 | 

|. Profit before interest 246.1 225.2 . 

] „Neti interest expense | (26.3 č (242). 
Profit before taxation 219.8 2010 
Taxation 

— Company and subsidiaries (19.9) (36.2) 

— associates O å ea O 
Profit after taxation 177.7 146.7 
Minority interests | 0.1 | 01 

| Profit after taxation and minority interests 177.8 146.8 

| Extraordinary items 126.9. No 
Profit attributable to Shareholders 304.7 146.8 
Dividends i 92) 75.2) 

| Retained profit for the year _ mE | 02155 — bos uu 
Shareholders' funds i 6. 547 








Earnings per share | 
Dividends per share 





| | | wily oe 
Dairy Farm International Holdings Limited SH A member of the Jardine Matheson Group 
incorporated in Bermuda with limited liability 2 


The final dividend of US¢3.90 per share will be payable on 15th June 1993, subject to approval at the Annual General Meeting to be held on ath 
June 1993, to Shareholders on the register at the close of business on 8th April 1993 and will be available in cash with a scrip alternati e. The 
share registers will be closed from 13th to 16th April 1993 inclusive. The dividend will be available in United States Dollars, Hong Kon ‘Dollars, 

Australian Dollars or Sterling. Shareholders on the Jersey branch register will receive United States Doliars while Shareholders on the Hong Kong 
branch register will receive Hong Kong Dollars, unless they elect for one of the alternative currencies by notifying the Company's. registrars or 
. transfer agents by 14th May 1993. Shareholders whose shares are held through the Central Depository System in Singapore (“CDP”) will receive 
<- Hong Kong Dollars unless they elect through CDP to receive United States Dollars. | 
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a gramme to Riel 53,350, Rice soared from 
` Riel 200 a kilogramme to more than Riel 
2,000, while pork, fish, charcoal and petrol 
^. quadrupled in price. “My breakfast yester- 
- day cost Riel 800 and now it is Riel 2,500. 
. And I have children to feed as well," be- 
. moaned Choen, a rickshaw driver in 
.. Phnom Penh. 

| The Hun Sen regime sent out TN 
© with loudspeakers in the capital to try to 
calm tempers by announcing that subsi- 
.. dised rice and petrol was available. 
.. Crowds of angry motorcycle-taxi drivers 
had gathered complaining that they could 
. . not purchase petrol. In the northern pro- 
. vincial capital of Siem Reap, more than 100 
government soldiers looted the central 
. market when basic goods suddenly be- 
came unaffordable. 

Commodities have since stabilised at 
prices roughly double what they were be- 
fore the currency slump, leaving officials 
and observers wondering what caused the 
. convulsion. The Hun Sen regime was quick 
to blame the crisis on the Khmer Rouge. 
The vice-minister for finance, Chheang 
Vun, says: “Political saboteurs and big 
businessmen are taking advantage of the 
situation as part of their political campaign 
and for profit.” Government officials say 
that truckloads of riel equivalent to 
US$200,000 were brought in to Phnom 
` Penh from the provinces shortly before 19 
March. These may have been dumped on 
the capital's currency market which nor- 
mally trades US$500,000 a day. 

Roger Lawrence, the chief economic 
adviser of the UN Transitional Authority 
in. Cambodia (Untac), which is mandated 
to supervise the country's financial policy, 
-called the economic situation "alarming" 
and said he did not know what caused it. 
In the first two months of this year, the 
currency had been fairly stable, after Untac 
took control of the central bank to prevent 
new banknotes from being distributed. The 
step was taken to suppress inflation, but as 
 aresult most government employees have 

. not been paid for the past two months. 
To add to the economic problems, ne- 
-— gotiations broke down in early March be- 
tween the World Bank and the Supreme 
National Council, the interim body that 
works with Untac to administer the coun- 
try until the elections. The aim of the talks 
had been to set up emergency bridging 
. loans to help stabilise the economy in the 
-run-up to the vote. But two of the factions, 
. the Khmer Rouge and the royalist 
= Funcinpec, opposed a deal, saying that 
such aid would give unfair support to the 
Hun Sen regime. 

At the end of March, Lawrence was sent 


-.. to Peking to ask Prince Norodom Si- 


< hanouk, the president of the council, to al- 
. low the World Bank to begin its aid pro- 
.. gramme, with the promise that the money 
<. would not start flowing until after the 
.. election. E 
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In-flight Interference 


Carriers crack down on gadgets taken on board 


lease fasten your seatbelts and put 
p away your lap-top computers, com- 

pact disc (CD) players and electronic 
games." If you have not already heard this 
announcement on an aircraft, you probably 
will soon. After numerous incidents in 
which electronic consumer goods have 
been blamed for causing problems with 
aircraft navigation systems, airlines are be- 
ginning to get tough on the in-flight usage 
of such items. 

Even though no precise technical evi- 
dence exists that electronic consumer 
goods can cause navi- 
gation equipment to 
err, many airlines have 
decided not to take 
any chances. Some 
have started restricting 
the use of nearly all 
electronic devices to 
the middle section of 
flights — effectively, 
above 10,000 feet or 
between 15 minutes 
after take off and the 
seatbelt sign coming 
on for a landing. 

Until aircraft 
manufacturers and 
aviation authorities 
come up with an- 
swers, suspicion is 
enough to prove guilt, 
airline-industry ana- 
lysts explain. "It's hard to prove. But if a 
pilot has a glitch and someone sees these 
things in use, it's better to be safe than 
sorry," an analyst says. 

Similar concerns arose in the mid-1980s, 
when some flight crews reported that elec- 
tronic devices used by passengers may 
have caused the navigation equipment on 
their aircraft to malfunction. But after tests 
failed to reproduce the problems cited, no 
action was recommended. In 1988, a com- 
mittee reported to the US Federal Aviation 
Administration (FAA) that because of the 
wide range of conditions needed to dis- 
rupt navigation receivers, the probability 
of all the conditions occurring simultane- 
ously was low. 

Since that conclusion, however, several 
factors have changed, especially the grow- 
ing use of non-metallic components in air- 
craft and the reduction in power require- 
ments of electronic systems on airliners. 
Metal structures may provide some shield- 
ing for aircraft electronics, whose lower 
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operating voltages could be rendering 
them more vulnerable to interference. 

Moreover, the use of consumer electron- 
ics products has grown sharply, with many 
of these devices emitting high levels of elec- 
tronic radiation. An investigation of these 
new products under way in the US is to 
provide an interim report in October, with 
a final report expected by July 1994. Mean- 
while, the International Air Transport As- 
sociation, a grouping of most international 
carriers, has recommended that no passen- 
ger-operated electronic device be activated 
in passenger cabins during takeoffs, climbs 
to initial cruise altitudes or during descents. 

The list of items re- 
garded as worst of- 
fenders is headed by 
mobile telephones, citi- 
zen’s band radios and 
CD players. The first 
two are not supposed 
to be used in flight any- 
way, but CD players 
were not previously on 
the list of suspects. 
Other items such as 
laptop computers, cal- 
culators and cassette 
players are allowed at 
cruising altitude. 

All types of aircraft 
navigation systems are 
believed to be vulner- 
able to electronic radia- 
tion, which is picked 
up by antennae after it 
escapes through windows. Telephones and 
electronic games provided by airlines are 
equipped with electronic screening that 
prevents them from interfering with other 
equipment on board. Items supplied for 
general consumption may not be screened, 
and their use by several people near an 
aircraft's under-floor electronics bay or 
near the same windows may trigger false 
instrument readings. 

Standard mobile telephones are licensed 
for use only on the ground, as airborne op- 
eration can make their signals audible to 
more than one ground "cell" receiver, 
something that can scramble the ground- 
based system. Nonetheless, passengers 
have been seen using them before land- 
ings, perhaps to confirm arrival times to 
people meeting them. More data is being 
sought by the FAA. One test being sug- 
gested to airlines is of the try-it-and-see 
variety. While at cruise altitude, pilots 
could ask passengers to turn on their prod- 
ucts to see whether anything happens. w 
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Net asset value per share + 18.2% 
Earnings per share + 0.6% 
Dividends per share + 5.6% 
Property portfolio US$5,336 million 
Shareholders’ funds US$5,103 million 
Net debt US$208 million © 

Property portfolio 97.596 let. 

20% of Trafalgar House acquired 


Highlights 1992 


Substantial Rise in Property Values | 







"The Hong Kong commercial property market continues to show its resilience, with 


rising rents and firm capital values." - 
Simon Keswick, Chairman 
22nd March 1993. 


Nat income from properties. 






"Operating profit 
Other income 
Net financing charges 
Profit before taxation 
Taxation — — 
Profit after taxation | 
Extraordinary items 





Profit attributable to Shareholders 


Dividends - 


| Retained profit for the year 


€————— HÀ Yager ended 31st December - 






1992 1991 
UM EXP 
390.5 - 396.5 
E 
5.0 
(18.5) 











Shareholders’ funds 


Earnings per share 
Dividends per share 


Net asset value per share 


1.65 J458 
9.50 9.00 — 
uss  — US$ — | 
195 1.65 


Note: The financial statements have been prepared in United States Dollars and in accordance with 


International Accounting Standards. The accounts of the principal subsidiaries are maintained in... |^... | ju 


Hong Kong Dollars. 


Hongkong Land Holdings Limited 
Incorporated in Bermuda with limited liability 





A member of the Jardine Matheson Group. 


The final dividend of US¢6.50 per share will be payable on 10th June 1993. subject to approval at the Annual General Meeting to be held on 8th June 1993, to 
Shareholders on the register at the close of business on Sih April 1993. The share registers will be closed from 13th to 16th Apri 1993 inclusive. The dividend will be 
available in United States Dollars, Hong Kong Dollars or Sterling. Shareholders on the Jersey branch register will receive United States Dollars while Shareholders on the 
Hong Kong branch register will receive Hong Kong Dollars, unless they elect for one of the alternative currencies by notifying the Company's registrars or transfer agents 
by 14th. May 1993. Shareholders whose shares are held through the Central Depository System in Singapore (CDP) will receive Hong Kong Dollars unless they elect 


through COP to receive United States Dollars. 











keeps 
passengers 

up with 

what's 
happening 


in Asia. 


As one of the world's leading 
airlines China Airlines 
understands that the 
frequent business traveller 
needs to keep in touch 
with what's going on in the 
Asian region. 


That's why it provides 
executive passengers with the 
most authoritative 
publication in Asia. 


The Far Eastern Economic Review. 





Farkastern Économie 


Delivers Asia's Most Important Issues 
To Asia's Most Important People. 
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^" PAKISTAN 


Cash Cru nh Looms 


akistan's money problems will not 
go away. And with the budget for 
the fiscal year beginning on 1 July 
scheduled to be presented to the National 


Assembly in May, government policy mak- 


ers are once again trying to find ways to 
make ends meet. 

Private economists, however, are not 
optimistic that the government will come 
up with any solutions. Many predict few 
changes in the new budget: more debt, 
more defence spending — and no relief for 
government finances. The budget deficit in 
the current fiscal year is expected to ex- 
Sig to Rs 109 billion (US$4.1 billion), or 

7.9% of GDP, from Rs 83 billion, or 6.5% 
of GDP, in the previous year. 

A main area of concern is government 
debt. Outstanding domestic borrowing is 
expected to amount to Rs 601 billion by the 
end of the current fiscal year. External debt 
is likely to reach US$29.8 billion. 

Finance Minister Sartaj Aziz says 
spending on debt servicing and defence 
will total about Rs 172 billion in the current 
fiscal year, though tax revenue will amount 
to just Rs 160 billion. As a result, the gov- 
ernment has had to increase borrowing. 
Bankers estimate that this could reach Rs 
100 billion bv year-end. 

Private economists say the growing 
trade deficit is making the country's finan- 
cial problems even worse. They expect the 
deficit for the current fiscal year to widen 
to US$2.5 billion from US$2.3 billion a year 
earlier. 

Exports in the first half of the current 
fiscal year rose 11.4% from a year earlier to 
US$3.9 billion. The increase, however, was 
short of a 15% growth target deemed nec- 


_ essary by the government to help ease the 
| trade gap. 


Agricultural exports were slowed by 


| flooding in September that diminished 
| crop yields. The government says cotton 
| output in calendar 1992 was down by 3.7 
_ million bales. Losses to the rice and maize 
| crops are estimated at 400,000 tonnes and 
| 300,000 tonnes. 


Exports of cotton yarn in January fell 


| 12% from a year earlier to US$82 million, 
| according to analysts, while those for cot- 
| ton cloth dropped 139; to US$53 million 
| and raw cotton 35% to US$22 million. In 
| the first half of the current fiscal year, the 
| government says rice exports declined 10% 
| to US$194 million. These g goods account for 
| more than two thirds of Pakistan's export 
| earnings. 


| increased 3.8% 
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Imports into Pakistan in the first half 
. from a year earlier to 


US$5.5 billion. Imports of petroleum and 
petroleum products climbed 13% to 
US$860 million, while those for cars surged 
55% to US$102 million and edible oil 30% 
to US$311 million. Machinery exports, 
however, fell to US$1.39 billion from 
US$1.5 billion. 

The government needs to turn around 
its money problems in the new budget, pri- 
vate economists say, or it will be hit with 
serious cash problems. They say its strategy 
of trimming the budget deficit by cutbacks 
in non-developmental spending and by 
stimulating foreign investment is not work- 
ing fast enough. In the fiscal vear ended on 
30 June 1992, direct foreign investment in 
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Pakistan totalled US$260 million. In the first 
five months of 1993, it totalled US$60 mil- 
lion. 

They also point out that the outline of 
the government's economic plan for the 
next five years is unrealistic. Planners en- 
visage a 40% improvement in GDP growth 
and a 2296 increase in income per person 
by mid-1998. Aziz forecasts GDP in the cur- 
rent fiscal year to expand 6.2%, though pri- 
vate economists say 4% growth is a more 
realistic projection. 

But there is some good news on Paki- 
stan's economic front. Heavy rains in late 
1992 were good for the country's wheat 
crop, and the government says the June 
harvest will total 16.3 million tonnes, up 
from 14.7 million tonnes a year earlier. The 
bigger wheat harvest should help the trade 
gap by cutting imports of the grain. In the 
first half of the current fiscal year, wheat 
imports jumped 56% from a year earlier to 
US$280 million. m Salamat Ali 
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Turnover E uu K 
Operating profit | | 8359. 2020 


Share of profits less losses of associates 362.1 349.9 
Netinterestexpense &— 
Profit before taxation 
Taxation 

— Company and subsidiary undertakings (52.8) 
— associates — ^ " TS) 
Profit after taxation — | 
Outside interests | | 
Profit after taxation and outside interests 
Extraordinary items —— — — 
Profit attributable to Shareholders 
Dividends — ET 
Retained profit for the year 
Shareholders’ funds. 















Earnings per share 
— basic Ž 
— fuily-diluted 54.59 

Dividends per share 18.70 


Jardine Matheson Holdings Limited 
Incorporated in Bermuda with limited liability 





The final dividend of US£15.00 per share will be payable on 17th June 1993, subject to approval at the Annual General Meeting to be held on Oth Jun 


currencies by notifying the Company's registrars or transfer agents by 21st May 1993. Shareholders whose shares are held through the Centrai Depository System in: 


Singapore ("CDP") will receive Hong Kong Dollars unless they elect through CDP to receive United States Dollars. 


Shareholders on the register at the close of business on 16th April 1993 and will be available in cash with a scrip altemative. The share registers will be closed from. 
19th to 23rd April 1993 inclusive. The dividend will be available in United States Dollars, Hong Kong Dollars or Sterling, Shareholders on ihe Jersey branch register 
will receive United States Dollars while Shareholders on the Hong Kong branch register will receive Hong Kong Dollars, unless they elect for one of the altemative — 
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Subscription Service Form 


QJ Start my subscription for one vear. 
Please return the below coupon with your 
payment to your local office. 


CN I Change my address. 


For fast service, enter your new address and 
subscription number below and fax or mail 
the coupon to our Hong Kong office. 


Name 
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Stuck in Traffic 


Bangkok toll road falls foul of politicians 


angkok’s toll road — | sometimes 
called the world's largest car park 
— is so congested that many drivers 





think it should be free. “Why should we 
|. pay anything just to sit there?" asks one 
_ harried Bangkok commuter. 


But the toll is scheduled to double to 


| Baht 30 (US$1.18) later this month when a 
_ 20-kilometre extension to the expressway 
_ opens. Politicians, scenting votes, have 
. called for the toll increase to be more mod- 
| erate — and the campaign is picking up 
| support. This politicking has alarmed for- 
| eign lenders and raised questions about 
| future privately financed infrastructure 
| projects. The controversy forced the cabi- 
_ net to promise on 29 March that a consor- 
; tium led by Japanese contractor Kumagai 
, Gumi will get its promised take of the tolls. 


The toll rise was included in a 1988 con- 


| tract between the government and the 
; Kumagai-led consortium that has built and 
_ will operate the new toll section, which will 
, nearly double the existing motorway's 
length. The contract was one of the first 
| privatised infrastructure concessions 
| awarded by the government. 


Lenders are livid at the wrangling. 


| "Bankers are taking this very seriously," 
| says Somrudee Amatayakul of Siam Com- 
, mercial Bank, which is a lender to and 
_ shareholder in the expressway. "It would 
| definitely affect the project. If the govern- 
, ment wants the participation of the private 
, sector, they should honour what they 
| promised.” 


The project's lenders include 11 Thai 


| and 31 international banks. According to 
| the contract, the Kumagai-led consortium 
_ known as Bangkok Expressway was prom- 
| ised Baht 18 for each car that used the toll 
_ road. The government enterprise that 
| granted the concession, the Expressway 
, and Rapid Transit Authority of Thailand, 
. was promised the remaining Baht 12. 


There was little criticism of the promise 


. to double the toll when Kumagai Gumi 
| agreed to build and operate the express- 
. way link for 30 years before turning it over 
| to the government. To cut the costs of new 
| infrastructure, Thailand solicited more pri- 
, vate-sector involvement and the build-op- 
| erate-transfer scheme seemed perfect for 
| the new road. The project, known as the 
| second-stage expressway, links up with the 
, existing toll route, and the stiffer toll will 
| cover travel the length of the 47-kilometre 
. road. 


The controversy arose in February, 
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when several ruling coalition ministers said 
the new toll would be too high for express- 
way users. But analysts say the move by 
the Palang Dharma party officials appears 
to be an effort to score political points in 
the capital. Both the Palang Dharma and 
the Democrats, the coalition's other main 
party, have a strong base in Bangkok. But 
the Democrats — led by Prime Minister 
Chuan Leekpai — took away some seats in 
the capital from Palang Dharma in national 
elections in September 1992. 

Investors in the second expressway 
project are concerned by the Palang 
Dharma move to lower the toll cost. “If it is 
less than 30 Baht, we cannot live with it," 
says Takao Ninomiya, managing director 
of Bangkok Expressway. "We are now hav- 
ing serious discussions with our bankers." 

The tussle has broader implications, be- 
cause foreign and local investors have 
taken on several billion US dollars worth 
of concession schemes in Thailand. Among 
these projects are the Bangkok mass-transit 
systems, electricity-generating plants and 
telephone networks. Most of the contracts 
involved tough negotiations on the fees 
consumers will pay. 

Yet the government is unable to prom- 
ise that it will stick with the promised toll 
for the new road. The best that Chuan's 
cabinet could do was promise on 29 March 
that Bangkok Expressway would get its 
promised Baht 18 from each per-car toll. 
Chuan says he does not want to alter the 
consortium's contract or subsidise the ex- 
pressway authority. But that does not ap-- 
pear to be possible if the toll is cut from 
Baht 30. 

The expressway authority is also in a 
quandary. The authority badly needs the 
additional toll revenue to finance land ac- 
quisition for existing and future projects, 
such as another 12-kilometre extension of 
the toll highway that Bangkok Expressway 
is obliged to build. Although the consor- 
tium is scheduled to start construction of 
the extension this year, Bangkok Express- 
way's Ninomiya points out that the land 
has yet to be acquired by the authority. 

Politicians have said they could subsi- 
dise the authority. But that would mean a 
reversal of the government' s six-year pro- 
gramme to privatise and commercialize 
state enterprises. It would also mean that 
poorer upcountry taxpayers would be sub- 
sidising richer Bangkok ones. “If they can 


afford a million-baht car, they can afford to 


pay the 30 baht toll,” a Thai banker in- 
volved in the second-expressway project 
says. " 
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Highlights 1992 


“Despite current political uncertainty in Hong Kong and slow economic growth in Japan | — | - 
y of the Group's businesses in the most rapidly-growing area of | — |. 





the world makes us confident about the future." 











Hent y Keswick, Chairman 
25th March 1993. — 
































- — Company and subsidiary undertakings 
 -- associates — | | 
Profit after taxation 
Outside interests — 
Profit after taxation and outside interests 
Extraordinary items — s NE 969 —— ipie 
Profit attributable to Shareholders 321.2 302.7 

Preference dividends | | oO 1169 (8.7) 
Profit attributable to ordinary Shareholders 309.6 — 294.0 

. Dividends _ | (83.5) | 06.1). 
| Retained profit for the year | | 
Net assets — market value basis 












Earnings per share ELE q^ | : 
— basic 34.53 34.57 . 
— basic after 1991 restatement 34.53 32.18 

| — fully-diluted 33.68 -— 

| . Dividends per ordinary share 11.50 10.50 





| Net assets share — market value basis | 


— basic 
— fully-diluted 
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Jardine Strategic Holdings Limited [S A member of the Jardine Matheson Group. 
incorporated in Bermuda with limited liability — pum ee 


The final dividend of USe7.70 per share will be payable on 16th June 1993, subject to approval at the Annual General Meeting to be held on 9th June 1993, to 
Shareholders on the register at the close of business on 16th April 1993. The share registers will be closed from 19th to 23rd April 1993 inclusive. The dividend will 
be available in United States Dollars, Hong Kong Dollars or Sterling. Shareholders on the Jersey branch register will receive United States Dollars while Shareholders ` 
on the Hong Kong branch register will receive Hong Kong Dollars, unless they elect for one of the alternative currencies by notifying the Company's registrars or 
transfer agents by 21st May 1993. Shareholders whose shares are held through the Central Depository System in Singapore ("CDP") will receive Hong Kong. Dollars 
unless they elect through CDP to receive United States Dollars. 
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Japan’s Banks Get Weaker 


Average return on assets of major banks 


US: Chemical, Citicorp, BankAmerica, Chase 


1991 


Japan: Sumitomo, Sanwa, Fuji, Dai-Ichi Kangyo, Mitsubishi 


Tokyo’s Otemachi banking district faces darker days. 


BANKING 


Into the Whirl 


Japan’s banking crisis looks set to worsen as loan losses 
mount. So far, the banks have failed to take radical action to 


deal with their problems. 


By Jonathan Friedland in Tokyo 


^ 


Masaru Kakutani has 
seen it all before. As the 
Moodv's Investors Ser- 
vice executive who 










e P us e H? i 
n~ Soe 99 oversees bank ratings 

' ; : : : 
-y von EOS in America, Australia 
~~ , 


' r 
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and Scandinavia, he 
has had a front-row 
seat on some of the 
ugliest global banking 
crises. Now back in Japan, he sees some 
ominous parallels. 

“Its a persistent pattern everywhere 
else. Whenever financial systems undergo 
deregulation, profitability expands,” sighs 
Kakutani. “Then, just as surely, a slow- 
down comes and the resulting deterioration 
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of asset quality seems to last a long, long 
time.” 

Having speedily built a gargantuan 
loan base during the late 1980s, Japanese 
banks have since watched in horror as land 
and equity prices plummeted. Now they 
are stuck with non-performing loans that 
conservatively amount to 5-10% of the ¥390 
trillion (US$3.4 trillion) total. 

These delinquencies are eating up the 
profit margins — and in many cases the 
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capital bases — of all but the biggest com- 
mercial banks. The result: By almost any 
measure, even the healthiest banks are get- 
ting weaker just when their international 
competitors are getting much stronger. At 
the very least, the fallout from the banking 
crisis will depress the profitability and 
creditworthiness of even the strongest 
Japanese banks for the remainder of the 
decade. 

The banks’ problems have blighted Ja- 
pan's economy. Loan growth has dropped 
precipitously; the Ministry of Finance has 
even had to urge banks to again lend to 
middle-sized companies, the backbone of 
the economy. The fall-off in loans has exac- 
erbated the lack of liquidity in the property 
market, shutting out potential buyers. And 
banks have had to cut back their foreign 
operations and redirect lending to high- 
growth Asian countries from recession- 
bound Europe and North America. (See ac- 
companying story.) 

lapanese bankers know their problems 





are not that different from those of 
their foreign brethren. But doing 
something about them is another 
matter. Partly at the urging of the 
Finance Ministry, partly out of tradi- 
tion, and partly out of sheer inertia, 
Japanese banks have so far refused 
to swallow enormous loan losses, 
lay off thousands of workers, with- 
draw from unprofitable lines of busi- 
ness, or — with a few exceptions — 
merge with one another to survive. 

“When it comes to restructuring 
to face the future,” sums up Sal- 
omon Brothers banking analyst 
Alicia Ogawa, “Japanese banks are 
fiddling while Rome burns.” 

Maybe they should call the fire 
department. Problem loans are 
mounting. The banks are expected 
to declare total non-performing 
loans of ¥15 trillion for the year 
ended 31 March, up from the official 
¥12.3 trillion in September. And their 
write-offs are expected to rise to ¥1.4 
trillion. 

Of course, not all Japanese banks are on 
their last legs. The strongest of Japan's 
banks are — and will continue to be — the 
largest so-called city banks. Mitsubishi 
Bank, Sumitomo Bank, Dai-Ichi Kangyo 
Bank, Sanwa Bank and Fuji Bank “can 
compete as full universal banks,” says 
Minoru Nakamura, a senior analyst at 
Nomura Research Institute. Among the 
trust banks, Sumitomo Trust and 
Mitsubishi Trust have the size and quality 
of management to compete with the bigger 
city banks. Industrial Bank of Japan is ex- 
pected to dominate the wholesale end of 
the market. 

Nonetheless, even these banks have 
their work cut out for them. For instance, 
they have to deal with such problems as 
the eight home-finance companies, known 
as jusen. These outfits soaked up ¥14 tril- 
lion in bank loans and spent much of it on 
speculative property investments. Now the 
banks are being strong-armed into bailing 
out these losers. (See accompanying story.) 

It would be bad enough if deadbeat 
borrowers were the only problem, but they 
are not. Thanks to deregulation, top 
companies are bypassing the banks 
for cheaper borrowings in the credit 
markets. And the banks are losing 
the battle for depositors, who have 
sought higher rates and more secu- 
rity at the postal bank. 

In most major countries, these 
myriad woes would lead to wrench- 
ing restructurings such as those at 
Citibank in the US, Westpac in Aus- 
tralia or Midland Bank in Britain. 
Not in Japan. Indeed, the banks’ re- 
luctance to take drastic measures 
contrasts sharply with the bite-the- 
bullet approach of some of their own 
customers. Japanese manufacturers 


8 APRIL 1993 





Japanese banks can use the cash. 


have been laying off workers and shutting 
down factories for the first time in the post- 
war era. 

Bankers argue they are ensuring the sta- 
bility of the financial system over the effi- 
ciency of individual institutions. “Main- 
taining the stability of the system is in our 
interest,” says a senior manager at Mit- 
subishi Bank, generally considered the 
most conservative of the city banks. Adds 
Hisao Kobayashi, a managing director at 
Dai-Ichi Kangyo Bank, the largest by as- 
sets: “Our ultimate goal is to grow and to 
be more profitable. But at the same time, 
we want to maintain a healthy domestic 
market and a good reputation.” 

The banks feel they have to keep their 
troubled domestic customers alive. They 
are trying to do that through interest-rate 
reductions and the rescheduling of princi- 
pal repayments rather than marking them 
down as lost causes. 

The Finance Ministry and the Bank of 
Japan are doing their best to make all this 
possible without raising public ire. The 
ministry has offered forbearance in ac- 
counting treatment of unrealised equity 


Strong Competition 


Average return on equity of major banks 
% for year ending 31 Dec. —— 
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losses and made it tax-efficient for 
the banks to accept lower interest 
payments rather than take write- 
offs. It has also overseen the estab- 
lishment of a factoring company for 
bad real-estate debt. 

For its part, the Bank of Japan has 
repeatedly cut interest rates since 
1990, allowing commercial banks to 
widen the spread they charge on 
loans. It has also pumped funds into 
several small regional banks. 

The goal: no party will suffer in- 
ordinate pain. “In the US, deposi- 
tors were bailed out, but everyone 
else lost,” says Jardine Fleming ana- 
lyst David Snoddy, referring to the 
trauma suffered by the US savings 
and loan industry. “In Japan, they 
are trying to bail out not only de- 
positors, but bondholders, stock- 
holders and employees.” 

Finance Ministry officials insist 
their approach is not encouraging a 
kind of collective self-denial. “The 
worst is over and the convalescence has 
started,” proclaims Eisuke Sakakibara, 
deputy director-general of the ministry’s 
international finance bureau. “We can 
muddle through this problem in the next 
two to three years.” 

Others, including many Japanese bank- 
ers, have serious doubts. They believe that 
the ministry’s molasses-like approach to 
cleaning up the banking system will not 
ward off the need for a wholesale, painful 
restructuring. “The evidence in the US is 
that the longer you delay recognition and 
resolution of the problem, the more expen- 
sive it is to clean up,” says a senior foreign 
banker in Tokyo. 

One casualty of the banking crisis is 
deregulation, a development that is bad 
news for companies and individuals seek- 
ing to raise funds. The Finance Ministry, 
though, seems unapologetic. “In the 1980s, 
we placed too much emphasis on efficiency 
and not enough on stability,” says the min- 
istry’s Sakakibara. “We will choose our 
own pace of deregulation, despite pressure 
from abroad. Deregulation must not jeop- 
ardise the stability of the market.” 

Japanese citizens and companies 
will pay for that decision by having 
fewer choices. They will also get 
socked with the cost of various sub- 
sidies, such as tax breaks for banks 
selling loans to the new factoring 
company. 
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'92 These handouts fail to address 


the banking system's chief problem: 
its vast overcapacity. Despite com- 
panies' increasing reliance on the 
capital markets since the 1970s, the 
number of banks in Japan has 
dropped only slightly to 153. But the 
number of branches has jumped by 
one-quarter since 1980 to 16,560. 
And that is not even counting the 
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3,700 or so agricultural and union coopera- 
tives that dot the countryside. 

To date, efforts to pare this overcapac- 
ity have been limited largely to the smaller 
non-banks and a handful of secondary re- 
gional banks in rural areas. But they ac- 
count for only about 2-3% of total loans 
outstanding. The key to restructuring lies 
with the institutions at the core of the sys- 
tem: the 11 city banks, seven trust banks 
and three long-term credit banks that ac- 
count for over 50% of loans outstanding. 

The most obvious candidates for mer- 
ger or closure are the ones that have been 
hurt worst by a triple-whammy of deregu- 
lation, asset deflation and falling interest 
rates: the trust banks and long-term credit 
banks. 

Despite these institutions” efforts to 
boost loan spreads by pushing down long- 
term deposit and debenture rates, “their 
profit condition remains miserable,” says 
Nomura’s Nakamura. That’s because trust 
and long-term credit banks collect long- 
term money to fund their operations. When 
rates fall, they are not able to restructure 
their liabilities as quickly as the city banks, 
which have short-term deposits. 

The trusts — part bank and part fund 
manager —- are particularly troubled. Hav- 
ing made huge profits from big loan 
spreads and from channelling Japan Inc.'s 
money into the stockmarket, they launched 
an unprecedented property-lending spree. 





_ 2 


Meu AMD PUT atin etae ato 


Roughly 4 40% of their total loan ace 
are underpinned by substantially deflated 
real-estate assets, compared with 20% for 
the city banks. 

The two largest trust banks, Mitsubishi 
Trust and Sumitomo Trust, have the capi- 
tal and the earnings to weather the storm. 
But the other five, says Salomon Brothers’ 
Ogawa, face the prospect of “turning into 
the back offices of securities firms, which is 
what they are anyway, or becoming the 
trust departments of the city banks.” 

Trust-bank officials keep a stiff upper 
lip, noting that most of their problems are 
out in the open, unlike those of the city 
banks, which also face substantial con- 
sumer-loan delinquencies. “It is true that 
we are saddled with bad loans,” says 
Akiyoshi Ohba, an executive at Yasuda 
Trust. “But 20% of city banks’ loans are to 
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individuals and nobody has yet disclosed 
how many of these are nonperforming.” 

According to one senior trust-bank offi- 
cial, the smaller city banks, like Hokkaido 
Takushoku Bank and Asahi Bank, are just 
as likely to be merger candidates as the 
smaller trust banks. 

Among the long-term credit banks, 
which traditionally finance heavy industry, 
only Industrial Bank of Japan has set out to 
ageressively reshape itself in the image of 
a US investment bank like Morgan Stanley. 
The smallest of the three, Nippon Credit 
Bank, is one of the sickest of the major 
banks. Few bankers give it much chance of 
long-term survival. 

"I don't deny the possibility of mergers 
among banks,” says the ministry’s Sakaki- 
bara, “but in the meantime, banks have to 
get serious about restructuring.” 

That message does 
not appear to be sink- 
ing in. To date, no ma- 
jor Japanese bank has 
substantially cut sala- 
ries and only a few 
have announced plans 
to trim their work 
forces. “We have little 
room to cut expenses 
further,” insists Sanwa 
Bank executive Ichiro 
Kajiwara. 

Aside from cutting 
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Costs, here. are only two ways that Japa- 
nese banks can improve their profitability: 
by making more, higher-margin loans and 
by raising fee income. Both are far easier 
said than done. 

Banks have had some success raising 
their margins as a result of the interest-rate 
deregulation that has been under way since 
1989. But once deposit rates begin to go up 
again, suggests James Capel analyst Brian 
Waterhouse, banks' loan margins will 
again be under pressure. 
< But Ryoji Miura, deputy general man- 
ager of Sakura Bank's planning group, 
doubts that will lead to more trouble for 
Japanese banks. "The American banks 
weren't damaged as a result of interest-rate 
deregulation and we won't be either,” he 
says. "We can manage the transition." 

First, though, loan growth has to re- 
bound. But "banks' capacity to lend is con- 
strained by Bank for International Settle- 
ments (BIS) limits on leveraging and on the 
large amount of bad loans they carry," 
notes Kota Nakako, a senior analyst at the 
Quick Research Institute. "It is difficult for 
the banks to lend their way back to health." 

Nor does greater fee income hold much 
short-term promise. The only fees charged 
in Japan on traditional banking operations 
are for wire transfers, automated teller ma- 
chines and the like. 

Beginning 1 April, trust and long-term 
credit banks can enter the brokerage busi- 
ness on a limited basis while the bigger 
securities firms will be granted trust li- 
cences. The city banks are expected to get 
their trust licences sometime next year. It is 
in this area, theoretically, that the banks 
can boost fee income. Yet few bankers or 
brokers predict much initial success as they 
cross into each other's turf for the first time 
in the post-war era. 

“The scope of new business allowed is 
very narrow," says Noburo Yanai, joint 
general manager of the planning depart- 
ment at Long-Term Credit Bank of Japan. 
“I am not sure that any of us will be mak- 
ing any money.” Adds a senior executive 
of one of Japan' s big four secu- 
rities firms: "When was the last 
time, anywhere in the world, 
that a bank made money in the 
brokerage business? They are 
too risk averse to do it well." 

Risk averse? With trillions of 
yen in problem loans? If so, 
then perhaps that is the price 
the banks will pay for all their 
misjudgments of the past few 
years. "Executives may intellec- 
tually appreciate what is going 
on, but I am not sure that 
they've felt it in their gut," as- 
serts Moody's Kakutani. "The 
degree of concern they will feel 
as they go to bed is likely to 
increase over the next two 
years." m 
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House of Cards 


Mortgage lenders face bailout 


For 12 hours, 34 grim 
bankers and a handful 
of Ministry of Finance 
bureaucrats sat face-to- 
face over a conference 
table in a modest Kasu- 
migaseki building. 
They smoked endless 
packs of cigarettes and 
drank countless plastic 


cups of coffee. But most of all, they argued. 


In the end, the bureaucrats won the day, 
but only just. 

The session on 26 February was sup- 
posed to last just one hour. But the results 
were far-reaching: a tenuous agreement 
among nine major Japanese banks to forgo 
all interest for 10 years on their loans out- 
standing to Nippon Housing Loan Co., the 
largest home-finance company. The meet- 
ing was the culmination of nine months of 
talks to figure out a way to keep Nippon 
Housing alive. 

Long gone are the days of bowed heads 
and ready assent when the ministry comes 
to ask a favour. Each of Japan’s 21 major 
banks is forgoing interest of ¥20-30 billion 
annually to keep major clients alive, so 
they're in no mood to give succour to bas- 
ket-cases not directly of their own making. 

This problem is nowhere more acute 
than among the eight housing-loan com- 
panies, or jusen. These little Frankensteins 
were set up by consortiums of banks and 
brokerages in the early 1970s to provide 
mortgages to home buyers. But by the mid- 
1980s, the city banks were undercutting 
them with cheaper rates. Rather than 
shrink into oblivion, they started lending 
heavily to developers and speculators, bet- 
ting — like almost everyone else in Japan 


Housing-Loan Companies 
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— that land prices would rise indefinitely. 

When banks were told by the authori- 
ties to reduce their real-estate lending in 
1990, agricultural cooperatives stepped in 
to fill the liquidity breach. They poured . 
money into the jusen, believing their loans . 
carried the implicit guarantee of the parent — 
banks — and of the Finance Ministry. | 

The coops lent an astonishing ¥6.3 tril- 
lion to the jusen, an exposure amounting 
to 23% of their total loan portfolios. Unfor- 
tunately, the collective book value (assets 
minus liabilities) of all eight jusen in the: 
year ended March 1992 amounted to just 
over ¥213 billion. Their total net loss that 
year was nearly ¥18 billion and is believed 
to have worsened in the latest year — 

The bailout precedent set in Nippon : 
Housing's case will be applied to the othe 
seven jusen, ministry officials say. Many: 
analysts do not find that particularly com- 
forting, for even with the interest-rate 
breaks and a ¥60 billion cash infusion, Nipe 
pon Housing will still be haemorrhaging |. . 
red ink for the foreseeable future. 

Linda Daquil, an analyst at UBS Phillips | . 
& Drew in Tokyo, believes Nippon Hous- 
ing will have non-performing loans of Yl.1- ^ . 
1.2 trillion by next September, or a stagger- 
ing 49-54% of its total portfolio. dn 

A lender involved in the talks says: “If 
Nippon Housing doesn't pay interest to the 
banks and pays lower interest rates to its 
other creditors, they should theoretically 
have enough profit to write off their bad 
loans." The problem, he adds, is that Nip- 
pon Housing's bad loans "are just far too 
big, and everyone knows it." 

That's one major reason why even this 
imperfect agreement, stitched together un- 
der duress, might not hang together. Lend- ` 
ers are restive over what they 
see as the ministry's favourable 
treatment of Sanwa Bank, 
which owns 4.9% of Nippon 
Housing. Sanwa supplied the 
firm's president and several top 
executives. 

The problem here goes back | 
to August 1992, when Nippon . 
Housing made its first stab at 
restructuring. At that point, the 
ailing company called on its 
nine main banks to lower lend- 
ing rates to 3.25% from an aver- 
age 7.5% in 1991. Its argument: _ 
with that relief alone it could 
sell enough assets, collect 
enough loan principal and cut 
costs enough to be profitable by 
March 1997. 
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Sanwa leaned on Nippon Housing’s 
dozens of bank and nonbank lenders to 
accept the plan. It also allegedly said that 
if conditions deteriorated, it would pro- 
vide assistance to Nippon Housing and 
come up with an alternative burden-shar- 
ing plan by November. Sanwa officials 
will not comment on the Nippon Housing 
case. 
According to bankers familiar with the 
talks, the ministry — and not Sanwa — 
presented a new bailout plan in January as 
a fait accompli, telling lenders they had little 
choice but to accept because Nippon Hous- 
ing’s problems were endangering the sta- 
bility of the Japanese financial system. 
“Sanwa is hiding behind the Finance Min- 
istry,” says one trust banker. 

Nor are the lenders too happy about the 
treatment afforded the politically powerful 
coops. The coops, which hold about 40% 
of loans outstanding to Nippon Housing, 
were not obliged to cut their interest rate 
to zero, but only to 4.5%. 

There are economic and political rea- 
sons for this. On the economic side, says 
James Capel analyst Brian Waterhouse, 
“the interest-rate reductions that would be 
required of the agricultural cooperatives to 
equitably save Nippon Housing would 
wipe out their entire equity and capital.” 
This would be politically unacceptable. 
Farmers make up the backbone of support 
for the ruling Liberal Democratic Party and 
put most of their savings in the coops. 

“We have always had 100% trust in the 
ability of the prefectural and national co- 
operatives to manage our funds,” says 
Tomoyasu Watabe, head of the national 
agricultural coop’s local branch in 
Yunotani village, Niigata Prefecture. “In 
the future, though, we will insist on a more 
cautious approach.” 

Bankers are keeping their fingers 
crossed, hoping the coops’ presence will 
lead eventually to a publicly funded bail- 
out of all eight jusen. Finance Ministry offi- 
cials deny that this is likely, but there is a 
perfectly good reason why it might be: The 
jusen have issued mortgage-backed securi- 
ties to corporate and individual investors. 
A default by Nippon Housing or any of 
the others would endanger consumer con- 
fidence in the ¥8.6 trillion mortgage-backed 
securities market. 

Analysts say the ministry's stabilisation 
plan keeps unproductive institutions alive 
at the expense of healthy potential borrow- 
ers. That is because the plan makes it more 
tax-efficient for the banks to provide inter- 
est-rate relief for troubled lenders than to 
write down the loans as losses. 

“If you write 2% of your loan book to- 
day and make a loan to decent, hard-work- 
ing people or cut the lending rate to zero 
to keep some deadbeat alive, the latter is 
. seen as preferable,” says Salomon Brothers 
. analyst Alicia Ogawa. "That is just plain 
= wrong." W Jonathan Friedland 
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Accent on Asia 


Banks pull back from US and Europe 


In retrospect, it was a 
brief moment of glory. 
Five years ago, Japan- 
ese banks were the 
world beaters. Buoyed 
by their huge domestic 
deposit bases, a surg- 
ing yen and massive 
unrealised equity earn- 
ings, they roamed the 
globe funding leveraged buyouts from 
London to Los Angeles and snapping up 
banks and leasing companies from Hong- 
kong to Madrid. They even recapitalised 
such major competitors as Bank of 
America. 

No more. Over the last two years, Ja- 
panese banks have done a rapid about-face. 
They've been paring their exposure to the 
rest of the world, pulling home employees 
and capital to concentrate on the domestic 
market. New loans — and there have not 
been many — have been made primarily to 
tried and true domestic customers. 
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The burden of cost-cutting measures 
appears to have fallen mostly on banks' 
international operations. Representative of- 
fices and even some branches have been 


closed. And although most institutions 


have opted to trim staff rather than pull 
the plug altogether, some of the smaller 
trust banks have effectively withdrawn 
from Europe. 

By the end of 1992, Japanese banks' 
share of the US$6.5 trillion in international 
loans outstanding had fallen to 27%, the 
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lowest level since end-1985. According to 
the Bank for International Settlements (BIS), 
that was down from a 38% peak at the end 
of 1989. During the first half of 1992 alone, 
the overseas loans of Japanese banks fell 
10%, or US$201 billion, in current dollar 
terms. 

Offshore lending picked up marginally 
in the second half of 1992, but analysts be- 
lieve the overall trend remains essentially 
unchanged. "There is a general retrench- 
ment in international business by Japanese 
banks," says Eisuke Sakakibara, a senior 
official at the Ministry of Finance. Adds 
Masatoshi Kanazawa, managing director at 
Yasuda Trust, "The tour-group season is 
over when it comes to Japanese banks go- 
ing overseas." 

Analysts say that Japanese banks' ef- 
forts to generate new business overseas in 
the next five years will focus primarily on 
serving their domestic customers. That 
means the locus of lending activity gradu- 
ally will move from the US towards Asia, a 
process that is already well under way. 

"Everyone agrees the Asian market will 
be going strong for the next few years," 
says Hisao Kobayashi, a managing direc- 
tor at Dai-Ichi Kangyo Bank. "So we will 
be shifting some staff and resources to this 
market. It is too early for us to reduce re- 
sources in the US, but we won't be expand- 
ing any further." 

Two main factors — new BIS rules and 
the unprofitability of overseas operations 
— have drawn Japanese banks homewards 
and are likely to keep their attention fo- 
cused there for years to come. The banks 
have had to trim risk assets to meet new 
BIS capital-adequacy standards, which took 
effect on 1 April. As the deadline ap- 
proached, Japanese banks sold a modest 
portion of their loan portfolios, particularly 
in Europe and the US. 

Japanese banks will further pull in their 
horns abroad because their overseas thrust 
has not been particularly profitable. In try- 
ing to gain a big foothold in the US and 
Europe, Japanese banks routinely under- 
cut their competitors, often accepting busi- 
ness at a loss. 

This approach allowed Japanese banks 
to attain market shares of 14% in the US 
and roughly 1096 in the EC. But "this is 
obviously something that we cannot afford 
to do any more," says a senior executive at 
a Japanese city bank. 

“The international pre-eminence of 
Japanese banks is over until the end of the 
decade,” says a foreign banker in Tokyo. 

m Jonathan Friedland 
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hady Past in Futures 


Investigation highlights problems on Manila exchange 
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By Jonathan Karp in Hongkong and 
Rigoberto Tiglao in Manila 


he phone rings and an eager young 
salesman pitches a sure-win invest- 

| ment opportunity you have almost 
certainly never contemplated. He wants 
you to buy futures cói tracts in Philippine 
copra and Japanese dr cocoons. 

You try to get rid: but his charm 
and persistence keep. on the phone. 
Before you know it, ader is in your 
office, you have plunked down money for 
these unusual comn which are 
traded on an obscui à exchange 
ind, more dramatical d away dis- 
cretionary powers ena im to control 
your account. E s a 

“I tell our traders: ^ Make people feel 
jbliged to buy from you and embarrassed 
if they do not buy at all" says Eddie Au- 
yeung, managing director of Kingly Com- 
modities, a Hongkong dealer in futures 
contracts and leveraged foreign exchange, 
which has brought in lots of business 
through these sorts of calls by brokers. 
Cold-calling techniques can violate Hong- 
kong’s Securities Ordinance. 

“Į expect our traders to be as good as 
‘he Allied forces in the Gulf War and win," 
says Au-yueng, who is a former BBC jour- 
alist. "That's how you make the biggest 
commissions.” 

For more than a year, Kingly’s young 
raders did just that. Recruited from Brit- 
iin, paid a nominal stipend and crammed 
nto dormitory-like flats, they worked hard. 
The good ones earned hefty commissions, 
sometimes as much as HK$200,000 
'US$25,800) a month. 

Kingly’s aggressive sales force appar- 
ently did much better for itself than for its 
clients. A steady drip of complaints finally 
prompted Hongkong’s watchdog Securi- 
ties & Futures Commission (SFC) to step in. 

"We received 10 or 12 complaints a 
month, for many months," says SFC 
spokesman Wesley McDade. Some inves- 
ors said that Kingly refused requests to 
dose out profitable trading positions — 
which later turned into heavy losses. 

On 18 February the SFC seized docu- 
nents from Kingly's office. Based on dis- 
crepancies in these financial records, the 
3FC on 24 March barred Kingly both from 
soliciting new clients and undertaking any 
new business on the Manila International 
Futures Exchange (MIFE), where it claimed 
to dip doing most of its trading. 

_ The src also ordered the firm to repatri- 
ate funds from Manila to safeguard inves- 
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tors’ interests and maintain a balance of 
HK$8.9 million to cover outstanding client 
obligations. The SFC is investigating 
whether Kingly, and its Manila affiliate 
Kingly Commodities Traders & Multi-Re- 
sources, in fact executed the deals purport- 
edly sold to clients. _ 

The probe has prompted the Hongkong 
Futures Exchange to launch its own audit 
of Kingly, though the firm is a small player 
in the Hongkong market. Au-yeung denies 
any wrongdoing, or at least any knowledge 
of wrongdoing. "I have about 100 traders. I 
cannot keep track of them all,” he says. 

While investor losses could reach into 


mE Financial 


millions of dollars, the Kingly case also is 
important for what it says about high-roll- 
ing Asian financial markets, which are 
reminiscent of the booming 1980s on Wall 
Street. The Kingly case also throws light on 
the Manila futures exchange, which has 
struggled since it was founded seven years 
ago to establish itself as a viable, regulated 
market. 

MIFE does not enjoy a good reputation 
among international brokerage houses, 
which are wary of its free-wheeling repu- 
tation and its lack of liquidity. "The Manila 
stock exchanges only have a market capi- 
talisation of about USS9 billion, the small- 
est in Asia, so the futures exchange cer- 
tainly cannot be too exciting," says Joseph 
Lau of Salomon Brothers in Hongkong. 
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MIFE is no stranger to controvers 
traces its roots back to a trio of Hongki 
based dealers who set up an unreg 
copra futures trading operation in N 
in 1983. Kingly was one of three orig 
futures traders in Manila and the only 9 
of that group still operating. | 

Formally launched in 1986 with 15 
members, MIFE now has just nine — and  . 
three of these have been suspended at one ~ 
point or another for violating regulations. 

The exchange's administration and the 
Manila Securities & Exchange Commission 
have between them forced some 13 MIFE 
members to withdraw voluntarily or - 
forced them to suspend operations. At least . 
10 suits by investors claiming they were = 
hoodwinked are still pending against some ... 
of these brokerages. 

The Kingly affair further benide 5 
MIFE's record since the firm is the market's . 
largest player. Exchange officials say - 
Kingly won't be missed if its Manila sub- 
sidiary is forced to close down. That could. 
help the exchange overcome its bad image. - 
“For this month, Kingly's contribution to. 
MIFE's P4 million (US$154,000) commission ^ 
is P500,000," MIFE President Estanislao 
Alinea says. "That's only 12.5%, and we'll. - 
survive without that 12.5%.” d.c 

Uisdein McInnes, head of MIFE’s man- : 
agement company, says that the exchange 
is cooperating with Hongkong authorities 
to see if Kingly in fact invested clients 
funds on the Manila exchange as prom- 
ised. "It's so easy to check their transac- 
tions in MIFE and compare it [with] the 
Hongkong funds they got." 

McInnes, who serves under Alinea but 
has hands-on responsibility for running 
MIFE, used to head the forerunner of Hong- 
kong’s SFC. Underscoring the intimacy be- >: 
tween regulators and players which ħas 
affected developing markets, McInnes: was » 
recruited by Kingly owner Peter Choi to 
help set up and run MIFE. He stresses, how- 
ever: "My association with Kingly was 
solely on this basis, and there's no love lost 
between us." pe 

Indeed, a resolution of the Kingly case 
might even strengthen MIFE's reputation... 
^We've been struggling under the legacy : 
of the credibility problem," he says, "and 
we think we've had some successes in- 
separating the wheat from the chaff.” — > 

Or the copra from the silkworms. Mii 
offers contracts in four local agricultui 
products: copra, sugar, coffee ai 
soyabeans. Last July, the exchange launct 
ed futures contracts in dry. silk cocoon: 
from Japan. There are also six. financial fu- 
tures: one based on interest rates and five 
currency futures based on the exchange 
rates of the US dollar against the local E 
currency, Deutschemark, yen, sterling and 
Swiss franc. 

The financial futures market, first 
launched in 1991, stemmed from Manila’s 
huge budget deficits. These shortfalls 
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forced the large issues of treasury bills. 
Rates were volatile because of the govern- 


COMPANIES 


ment's haphazard attempts to meet targets | 


set by the IMF. 

MIFE exploited the situation and start- 
ed interest-rate futures based on the 
91-day treasury bill. Similarly, peso futures 
were launched because of the currency's 
unpredictable movements against the US 
dollar. 

Although trading volume increased last 
year by 178% for agricultural futures and 

57% for financial futures, liquidity remains 
a problem for MiFE. At the end of 1992, net 
open interest was estimated by clearing 
manager Augusto Gerardo at a paltry P85 
million. The largest total of margins depos- 
ited last year was just P500 million. 

Unlike the Hongkong Futures Ex- 
change, which has struggled to build an 
international customer base, MIFE has sig- 
nificant foreign participation. In 1991, for- 
eigners booked 98% of all trading in agri- 
cultural futures, the market's most popular 
products. 


But its international clients are not nec- | 


essarily the ones it wants. Like Kingly, 
other leading traders are based in Hong- 
kong, Taiwan and Singapore. Some main- 
stream Manila businessmen suspiciously 
view the market as a Chinese enclave. A 
MIFE campaign in the past few months to 
attract established brokers and banks into 
the market has been largely unsuccessful, 
McInnes says. 

The financial contracts appear to have 
given trading a shot in the arm, with Fili- 
pino investors seemingly more confident 
in these products. “Our future is in deve- 
loping the financial futures,” McInnes says. 
“We're hoping we can convince banks to 
set up, if MIFE’s image is a stumbling block, 
a separate financial-futures market.” 

MIFE Officials claim the bourse’s biggest 
problem is lack of professionalism. “Some 
[investment counsellors] promise unheard 
of profits to retirees and overseas contract 
workers,” Alinea says,” and these young 
salesmen are often only keen on getting 
their commissions and then moving to an- 
other job.” 

This patterns sounds a bit like Kingly’s 
operations in Hongkong. Not only are 
many of Kingly’s traders financial neo- 
phytes, most are not even licensed, say SFC 
officials. That alone could bring punish- 
ment should other alleged violations prove 
false. 

In the meantime, Kingly is still allowed 
to trade in leveraged foreign exchange, 
which is an unregulated market in Hong- 
kong. Some traders have left the com- 
pany. Au-yeung does not deny outright 
rumours that some Chinese-speaking 
traders have in fact imitated the Allied 
forces and stormed across the border — in 
this case, the Chinese border, where they 
can continue trading copra and cocoon 
futures. B 
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Great on Paper 


_Indonesia’s Sinar Mas group attracts close scrutiny 


By Henny Sender in Jakarta 

n January, Eka Cipta Wijaya, head of 
Í Indonesia's Sinar Mas group, hosted a 

soiree to mark his 50th wedding anni- 
versary. By any standards, it was quite a 
party. The wife whom he honoured turned 
up in a gown fit for a queen. Guests feasted 
on canapes that cost a fortune. And be- 
tween bites, they pointed out to each other 
the cabinet members among the throng 
(one foreign banker counted five). 

Sinar Mas, too, has been making a 





Wijaya's empire faces succession questions. 


splash. Built on the back of an edible-oils 
business, part of which was listed last No- 
vember, it has replaced the troubled Astra- 
Summa group as Indonesia's second-larg- 
est conglomerate by sales. 

Its paper and pulp division, headed by 
two other listed companies, Indah Kiat and 
Tjiwi Kimia, is adding production capacity 
by leaps and bounds while its publicly 
quoted banking arm, Bank Internasional 
Indonesia, is one of the largest and fastest- 
growing private banks in the country. The 
group's privately owned property ventures 
are also attracting notice. And next on the 
agenda is a push into telecommunications. 

So rapid has Sinar Mas' progress been, 
in fact, that it was not until 1990 — when 
the two paper makers were floated — that 
corporate Indonesia started to sit up and 
take notice. “They said ‘Wah! So big! 
Where did they come from?’” recalls 
Sukmawati, Wijaya’s daughter and group 
chief executive officer. 

These days, though, observers of Sinar 
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Mas are pondering a different question: 
How long can the party last? 

In the past, Sinar Mas was aided by its 
obscurity. It was always overshadowed by 
Salim, the country's largest conglomerate, 
and the Astra-Summa group, which was 
No. 2 until Bank Summa's collapse hum- 
bled its owners. But that episode delivered 
a painful lesson: size does not equal 
strength. Awakened, the business commu- 
nity is now giving Sinar Mas tougher scru- 
tiny than ever before. 

What it sees is a group that faces many 
challenges. To feed its expansion, Sinar 
Mas has developed a hunger for cash — 
bank borrowings, convertible bonds, eq- 
uity offers and, currently, a US$80 million 
private placement in the US. Analysts who 
recall financial blowouts at other Indone- 
sian firms — Bentoel in 1991, Mantrust and 
Summa in 1992 — look on with unease. “It 
is all way too ambitious," frets one analyst 
in Jakarta. “If I was a banker, there is nc 
way I'd be lending to them 

Succession questions loom, too. Al- 
though the 71-year-old Wijaya has placed 
his children in top management positions, 
the effects of generational change are diffi- 
cult to predict. And, not least, there are 
signs that Indonesia may become less be- 
nign towards ethnic-Chinese businessmen 
Wijaya is an immigrant from China's 
Fujian province whose Chinese name is 
Oei Ek Tjhong. 

On paper, though, the group is impos 
ing. The revenues of its roughly 200 com- 
panies amounted to US$2 billion in 1991 
The listed businesses, meanwhile, comprise 
about 10% of the Jakarta stockmarket': 
capitalisation. On top of that, Sinar Ma: 
dominates most of the markets it is in 
volved in. 

“We are among the top three — or a’ 
least among the top five — in anything we 
do," boasts Sukmawati. 

Her father, also, is not shy about suc 
cess. His personal trademark is a diamond 
studded belt; the rings on his fingers are 
conspicuous. Most Chinese businessmer 
prefer discretion to ostentation, but Wijayz 
is something of an exception. “He is the 
only one to have had a bodyguard since 
the Seventies,” a local fund manager ob- 
serves drily. 

In most other respects, though, Sinai 
Mas is the archetypal Chinese-Indonesia: 
group. The prosperity of its resource-basec 
industries reflects the bounty of a country 
where timber grows three times as fast a: 
elsewhere, nurtured by rich soil anc 
plentiful rain. Endorsement from the presi 
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dential palace or military barracks can 
make this a yet more fertile environment 
— and at crucial junctures, Wijaya has won 
both. 

Sinar Mas denies it owes its good for- 
tune to preferment. “We grew big, but not 
by special licence,” says Augustus Nilo, 
group managing director. “We are good to 
the president [Suharto], we are friends with 
everyone. You can’t be isolated from the 
government.” 

For Sinar Mas, however, the opportuni- 
ties were plentiful and lucrative. Monopoly 
was everything. Group strategy was suc- 
cinctly stated in Indah Kiat’s 1991 annual 
report: “The most important key to busi- 
ness success is to safeguard market share 
and maintain customers.” 

Before Wijaya set up Sinar Mas in 1969, 
he ran a bakery, a biscuit maker and coffee 
and rubber plantations. “In his time, he 
was the right guy; the guy for the environ- 
ment of the Sixties and Seventies,” says a 
foreign consultant. “He was a trader in a 
loose trading environment.” 

Capital was so cheap that borrowers 
hardly needed to worry about the cost of 
servicing debt. Profit margins for many ac- 
tivities were as high as 60%. “You could 
afford to make mistakes,” a Bank Intern- 
asional official notes. 

Today, the situation is very different. 
Indonesian interest rates are only now 
starting to fall after a credit squeeze that 
pushed borrowing costs to around 
25%. And obtaining the right li- 
cences no longer guarantees profits; 
monopolies have been eroded by 
deregulation and cuts in trade barri- 
ers, while growth in export markets 
like Japan is slowing. 

In response, many Indonesian 
companies are throttling back as 
they try to pare debt. Salim, which 
has been consolidating for several 
years, is now enviably liquid. By 
contrast, the Wijayas are racing 
ahead irrespective of their debt bur- 
den. 

Since the group listed Tjiwi 
Kimiah and Indah Kiat in 1990, it 
has hardly paused for breath. The 
two companies control 70% of the 
local market for writing and print- 
ing papers, making them "the larg- 
est integrated pulp and paper manu- 
facturing operations in Asia outside 
lapan," according to Crosby Securi- 
ties. 

The Indah Kiat offer, lead-man- 
aged by Nomura Securities of Japan, 
was the largest flotation the Jakarta 
market had then seen. It was fol- 
lowed by the listing last November 
of Sinar Mas Agro Resources & 
Technology, or Smart, a cooking-oils 
producer that owns or manages a 
third of Sinar Mas’s 300,000 hectares 
of plantations. Smart estimates its 
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net profit at Rps 30 billion (US$14 million) 
on sales of Rps 523 billion. 

The flotations helped finance the 
group's awesome growth, especially in 
pulp and paper: 
> Indah Kiat increased its annual pulp 
capacity in 1992 by 50% to 450,000 tonnes, 
and plans to double that again by 1994. Its 
paper division can produce 344,000 tonnes 
of printing and writing papers, plus 
280,000 tonnes of industrial papers. 
> Also in 1992, Tjiwi Kimia doubled its 
paper capacity to 394,000 tonnes. 

"These companies are perpetual motion 
machines," says a Jakarta-based analyst 
with a Japanese securities firm. "The ex- 
pansion is continuous." 

But is this breakneck growth due to 
foresight or obstinacy? 

A collapse in pulp and paper prices 
kept Indah Kiat's 199] net profit flat, while 
Tjiwi Kimia's earnings rose just 9%. For 
1992, both companies expect to post profit 
declines of 25%. Indah Kiat estimates its 
1992 net earnings at Rps 121 billion on sales 
of Rps 460 billion, while Tjiwi Kimia esti- 
mates its net at Rps 60 billion on revenues 
of Rps 423 billion. 

Reflecting the heavy costs of its expan- 
sion, Indah Kiat's earnings are likely to stay 
weak this year. Interest expenses are ex- 
pected to amount to Rps 43 million in 1993 
and Rps 78 million in 1994. That is a far cry 
from 1990-91, when the corporate coffers 
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were bulging with the proceeds of the eq- 
uity offer. Besides the cash itself, the com- 
pany benefited from the interest earned. on 
it. But time deposit rates have since fallen 
faster than lending rates. d 

Similarly, Tjiwi Kimia has “failed to 
boost sales to support its interest expense," 
according to Jakarta-based brokerage H. G. 
Asia Indonesia. Besides weaker-than-ex- 
pected demand, its 1992 figures will reflect 
a Rps 20 billion provision for foreign-ex- 
change losses on convertible bonds, the . 
brokerage says. Lower profits make the 
company even more dependent on bor- 
rowings. Its long-term debt doubled in 
1991, to Rps 356 billion; given Indonesia's 
high interest rates, however, its short-term 
debt is more worrying. At the end of June 
last year, its gearing (debt in relation to 
capital) stood at 17796. 

This performance, combined with re- 
peated recourse to the stockmarket for 
fresh funds, has not endeared the Wijayas 
to the investment community. "Because 
they keep going to the market, their earn- 
ings get diluted," a Hongkong-based ana- 
lyst complains. "They do too much." 

Perpetual expansion, financed by other 
people's money, made sense when capital. 
was cheap. But some believe Sinar Mas has 
become so dependent on the tax advan- 
tages it gains that it must now keep gorg- 
ing on capital or risk even bigger earnings 
disappointments. Tax benefits were one of 
the motivations for Indah Kiat's 
US$407 million acquisition of Sinar 
Dunia Makmur, another group 
company, in 1992. 

But if the music stops, and ex- 
pansion has to be curbed, the debt 
burden at Tjiwi Kimiah, for one, 
will become even heavier. Thus the 
emphasis, according to group man- 
aging director Nilo, is not necessar- 
ily to reduce debt, but "to extend 
debt." 

Unabashed, Sinar Mas is press- 
ing ahead with diversification plans. 
Its strategy is focused, according to 
Indra Wijaya, president director of 
Bank Internasional, “only on re- 
sources and consumers . . . [any- 
where] there is a basic need, where 
it isn't necessary to import raw ma- 
terials." 

But that describes the group's 
origins more than its ambitions. 
Some of its new activities, like 
downstream palm-oil operations 
with Japanese partners, are clearly 
outgrowths of its core businesses. 
Others, such as the proposed push 
into telecommunications, are not. 

The family sees the telecoms 
foray as just another consumer busi- 
ness. "If you believe in the economy, 
then you have to believe in telecom- 
munications,” says Indra. 

Yet the plan is still vague, and 
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has an opportunistic ring. While Indone- 
sia’s telephone system is certainly in 
need of modernisation and expansion, it 
is unclear how the market will be shared 
out. With groups such as Salim, Bimantara 
and Bakrie also showing interest, there 
is speculation they may each be given a 
slice through regional franchises. What- 
ever the ultimate form of the project, it will 
involve a departure for Sinar Mas: it will 
have to rely on outside technology. Group 
officials mention Singapore Telecom and 
Hongkong’s Hutchison Whampoa as pos- 
sible partners. 

In property, the group has teamed up 
with other developers in a number of 
projects. Chief among them are the Plaza 
Indonesia shopping mall in Jakarta and the 
Grand Hyatt hotel next door. The group is 
also developing the Mangga Dua trade 
centre in Jakarta’s Chinatown, and is in- 
volved in a 6,000-ha new-town project, 
Bumi Serpong Damai, 25 kilometres west 
of the capital. 

And further afield, of course, is China. 
Sinar Mas has channelled most of its in- 
vestments there through public, non-Indo- 
nesian companies "so we can't be criticised 
for capital flight," as Nilo puts it. Among 
its China projects: a paper mill outside 
Ningbo. 

Sinar Mas watchers wonder whether 
these forays owe more to fashion than vi- 
sion. And they question whether the group 
has outgrown its one-man style of man- 
agement. After Wijaya's departure, will 
any of the second generation be able to 
keep the group from fragmenting? 

Inevitably, they compare Sinar Mas 
with the Salim group, where founder Liem 
Sioe Liong has handed day-to-day control 
to son Anthony. At Sinar Mas, Wijaya has 
placed his eldest son, Teguh, in charge of 
the two paper makers. Most of his eight 
children, however, also hold senior posi- 
tions. Wijaya "divides and rules," says a 
foreign banker who has dealt with the 
group. "He makes the kids compete for his 
favours." 

The son whom many believe is the most 
capable is absent from Sinar Mas board- 
rooms. He is Oei Hong Leong, who carries 
a Singaporean passport and is active in 
China. Relations between father and son 
have not always been cordial, though the 
family now has a stake in Oei's principal 
vehicle, Hongkong-based China Strategic 
Investments. 

In any event, Wijaya's heirs may find 
their future working environment much 
different from that which he enjoyed. 
Among other things, President Suharto's 
new cabinet, announced in mid-March, ex- 
hibited a shift towards Muslim interests 
that some perceive as bad news for the 
Chinese business elite. 

“If you have a monopoly, you are vul- 
nerable," says Nilo. "Monopolies can come 
and go." E 
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MALAYSIA 
Central Bank Liabilities 


Bank Negara, the central bank, 
revealed in its annual report 
a M$2.7 billion (US$1 billion) 
net contingent liability on 
forward foreign-exchange 
transactions, which appear to 
be unrealised losses in the 
currency markets. “Other 
reserves” in the liabilities side 
of the balance sheet fell to 
M$753 million as of 31 
December 1992, against 
M$10.1 billion a year earlier. 
These reserves comprise 
money set aside for, among 
other things, fluctuations in 
exchange rates. Sources close 
to the bank say that it may 
have incurred huge losses 
from foreign-exchange 
transactions, revealed for the 
first time in the annual report. 





= 


i 
Clinton is pessimistic on Japan. 


UNITED STATES 
Tokyo Jibes 


President Bill Clinton said the 
possibility of obtaining “real” 
access to the Japanese market 
is remote, based on Tokyo's 
trade relations with 
Washington and other 
governments. He also 
contended that the Bush 
administration's decision not 
to tax imported Japanese 
minivans at the prevailing 25% 
tariff rate for trucks gave a 
"US$300 million-a-year 
freebie" to Japan. "And we got 
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nothing, and I emphasise 
nothing, in return," he said. 


INDIA 
World Bank Loan Rejected 


India rejected further World 
Bank financing for its massive 
Sardar Sarovar hydroelectric 
project on the Narmada River, 
saying the bank's conditions 
undermined the country's self- 
respect. New Delhi is forgoing 
the remaining US$170 million 
of a US$450 million loan 
towards the US$3.5 billion 
project. The World Bank had 
made further funding 
conditional on India meeting 
specified targets in solving 
environmental and 
resettlement problems. 


CHINA 
Merrill Sets Up Shop 


Wall Street giant Merrill Lynch 
will become the first US 
securities firm to set up shop 
in China when it opens an 
office in Shanghai to manage 
sales of "foreigners-only" B 
shares on Chinese bourses. 
Merrill Lynch already 
underwrites sales of Chinese 
bonds on Asian and European 
markets and manages sales of 
New York- and Hongkong- 
listed Chinese stocks. 


Going for Gold 


Chinese consumers are 
hoarding gold jewellery to 
hedge against inflation and a 
devaluation of the renminbi, 
according to the China Daily. 
From a 1992 year-end price of 
Rmb 100 (US$17.50) per gram, 
gold has now bumped up 
against the state-set ceiling of 
Rmb 120. At the same time, 
sales of gold jewellery in 
Peking department stores shot 
up 74% in January from a year 
earlier. Chinese economists 
fear a reprise of the 1988 gold 
rush, now that 15% urban 
inflation levels have swamped 
the interest rates on bank 
deposits and domestic bond 
issues. 





Tokyo land cost less in 1992. 


JAPAN 
Land Prices Drop Again 


Land prices fell for the second 
consecutive year in 1992, 
dropping sharply in the three 
big metropolitan regions of 
Tokyo, Osaka and Nagoya, the 
National Land Agency said. 
Land prices fell 8.4% 
nationwide, while the biggest 
drop was recorded in Osaka, 
where land prices skidded 
17%. In general, residential 
property prices fell less 
sharply than prices for 
commercial real estate. 


SOUTH KOREA 
Labour Talks Planned 


Labour Minister Rhee In Je 
announced he was ready to 
open talks with South Korea's 
illegal but still potent labour 
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unions. Rhee said the 
administration stands ready to 
discuss "positively" labour's 
grievances as part of President 
Kim Young Sam's bid to 
freeze wage gains this year. 


Posco Opens Wafer Plant 


Posco Huls Co., an affiliate of 
Pohang Iron & Steel Co., 
opened the nation's first silicon 
wafer factory. The company 
will be able to supply up to 
70% of domestic demand for 
wafers from local 
semiconductor makers. This 
will reduce the nation's import 
bill by US$100 million a year, 
a Posco spokesman said. 
Posco's 40% stake in Posco 
Huls is part of the steel giant's 
diversification programme. 
Other partners include 
Samsung Electronics and 
semiconductor maker MEMC of 
the US. 


THAILAND 
First City Takeover 


First City Investment 
shareholders approved a Baht 
2 billion (US$79 million) 
capital increase that gave 
control of the company to the 
Fund for Rehabilitation and 
Development of Financial 
Institutions, an arm of the 
Bank of Thailand, the central 
bank. The move also 

resulted in a management- 
control shift to Industrial 
Finance Corp. of Thailand, 
which has been contracted to 
rehabilitate the finance 
house. 
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< KUALA LUMPUR 


. Inside Out 


mn insider-trading investigation by 

. AÑ Malaysia's Registrar of Companies 
e has been causing a lot of sleepless nights 
. ; 09 n. the Kuala Lumpur Stock Exchange 
LSE). Key stockmarket players have 
ooked bleary-eyed since 26 February when 
ie Singapore Business Times ran a front- 
age article saying that some of Malaysia’s 
ading brokerages and their politically 
linked clients were involved. 
. The news was picked up by the local 
ress, including the Malaysian Business 
ies, which quoted the official Registrar, 
ainon Ali, as saying the inquiries were 
^just a routine check" on share-price activ- 
ity. These reports touched off a flurry of 
speculation as to which brokerages or lead- 
ing business figures were the targets of the 
_. investigation. 
sv. Shroff can disclose that the hunt has 
-< now been called off and nothing untoward 
- was discovered. But the affair raises ques- 
tons as to the motive of those who asked 
|... the Registrar's office to launch the investi- 
gation. Was it altruism or self-interest? 
oov. The investigation focused on trades in 
^ several counters tied to nominees of Ma- 
. .. laysia's ruling party. Among the counters 
identified were the New Straits Times 
2 - Press, TV3 and Malaysian Resources Corp. 
* 0 ATI three stocks figured in an M$800 mil- 
-lion (US$310 million) management buyout 
announced on 6 January. Other shares al- 
|... leged to have been involved included T. H. 

Loy and Metacorp, which are listed on the 
KLSE’s second board and were recently the 
target of reverse takeovers. — 
- The probe by the Registrar followed fe- 
erish trading activity that began last No- 
mber, pushing the bourse’s average 
aily turnover close to M$1 billion by late 
ebruary. The share price of New Straits 
imes, TV3 and Malaysian Resources 
jared during this period. 
— Malaysian Resources, for instance, 
surged from M$1.45 in early October to 
M$326 by mid-November. It then fell to 
M$2.54 just before the announcement that 
it would become the vehicle for a manage- 
ment buyout of New Straits Times and 
V3. On 29 Ma rch ity was quoted at M$3.88 
share. 
Now that the investigation has been 
called off, the question arises as to why the 
authorities only looked at trading in these 
shares. For one thing, there were many 
counters that rose sharply in recent 
months. Firms such as Genting and Multi- 


































Purpose were the focus of considerable _ 





speculative activity late last year, amid ru- 
mours of betting-management contracts 
being awarded in China. Genting, for ex- 
ample, closed at M$15.40 on 29 March, up 
from M$12.50 in late October. 

Another point is that if insiders had 
been at work, they would have wanted to 
keep as low as possible the prices of any 
shares they intended to buy, ahead of any 
announcements which might have affected 
their value. In the case of. New Straits 
Times and TV3, the market was buzzing 
with rumours of a pending management 
buyout weeks before the deal was signed. 
This suggests that the price surges were a 
reaction to market gossip rather than in- 
sider dealings. 

The fact that this curious case has been 
buried does not mean that insider trading 
is absent in Malaysia. Well-connected indi- 
viduals capture the spoils in Kuala 
Lumpur, as elsewhere. But Shroff reckons 
this latest attempt to attack the problem 
ran the risk of discrediting the process of 
investigation. One lesson is that the au- 
thorities have to assess carefully the mo- 
tives of those making allegations. 

u Doug Tsuruoka 


HONGKONG 


The Jardine Path 


artin Barrow for Hongkong adviser 

to China? Not likely, but the legisla- 
tive councillor who is also a senior execu- 
tive at Jardine Matheson, the colony's old- 
est hong, was in Peking in March for talks 
described by a Chinese vice-minister as 
something close to appeasement. 

The Chinese official said Barrow indi- 
cated that lardine is willing to "correct" its 
past mistakes, presumably referring to the 
group's support for Governor Chris Pat- 
ten's plan for greater democracy in Hong- 
kong. Jardine has not taken a stand on the 
issue, but businessmen acknowledge it is a 
Patten supporter. 

Since Peking singled out Jardine in anti- 
British criticism in December, observers 
have waited for an indication of the 
group's China strategy. Jardine has said 
nothing about Barrow’s trip, and the state- 
ment from the Chinese vice-minister had 
no substantial effect on Jardine shares, 
which are still depressed after a sharp fall 
triggered by the December onslaught. 

That Chinese attack turned Jardine into 
an under-achiever on the Stock Exchange 


of Hongkong (see chart). The company has 


rebounded some, but even a 17% rise in 
earnings for 1992 could not nudge its share 
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price up to the index norm. 

Analysts are divided on Jardine's pros- 
pects, though the China factor does not 
necessarily figure in their forecasts. 

"Looking at earning figures and growth 
prospects, I see no evidence that the poten- 
tial has been dampened by poor relations 
with China," says a fund manager with 
considerable exposure to companies in the 
Jardine stable. 

One reason is that lardine does not de- 
rive much of its earnings from China op- 
erations. 

Determining the group's profit from 
these operations is difficult, as it does not 
distinguish earnings in China from those 
in Hongkong. But Jardine’s Dairy Farm 
food subsidiary and Jardine Pacific trad- 
ing-and-services arm have started up ven- 
tures in southern China for 7-Eleven con- 
venience stores, Pizza Hut restaurants and 
Wellcome supermarkets. The group's mo- 
tor-sales division, JIMH, continues to feed 
Mercedes into China as well. 


The China Factor 


Jardine | 
Matheson 
Holdings 





Jardine executives say there has been 
no slowing down in its China ventures 
despite reports of sanctions against the 
group. A source close to Jardine says 
that business contacts are continuing, al- 
though meetings have had to be held on 
neutral ground rather than at the group's 
offices in China. 

All this suggests punters must await 
clearer evidence to decide what the Bar- 
row visit means for the future of Jardine's 
China operations. 

Says Frederick Tsang of Morgan 
Grenfell: "I would imagine they would try 
to behave themselves more, in line with 
other Hongkong companies." 

E Jonathan Karp 





© 8 APRIL 1993 









Full Nominee Management, Accounting PE 


i and Admin services available at 
T reasonable cost with no hidden extras. 
; . Ready made Companies available. 
|. BAHAMAS 
€ B. V. ISLANDS 
€ DELAWARE 
€ GIBRALTAR 
FI @ HONG KONG 
O ISLE OF MAN 
@ MADEIRA 
@ MAURITIUS 
@ PANAMA 
e S. IRELAND 
e W. SAMOA 


Tek 0624 815544 Fax: e] oe 


PETER SIDNEY - 
72 New Bond Street, London wiy 300 
Tet 071 355 1096. Fax: 071 495 3017 


DIANA BEAN 
24 Halles Place, 26-05 Clifford Centre 


Singapore 0104 
Tel: (65) 535 3382 Fax: (65) 535 3991 
STELLA HO 
1815 Hutchison House, Hong Kong. 
Tet (852) 522 0172 Fax: (852) 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars, 8 FL, 
Los Angeles, Ca 90067, U.S.A. 

Tel: (310) 5514106 Fax: (310) 5516684 
For U.S.A. Corporations Toll Free 
{1-800 FOR INCS; 

SUNIL BANYMANDHUB 
Les Cascades Building, 5th Floor, 


Edith Cavell Street, Port Louis, Rep. of Mauritius 


Tek (230) 212 9800. Fax: (230) 212 9833. 


UK 0800-269900 
, USA 1-800-2834444 | 
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REVIEW CLASSIFIED 
ADVERTISEMENTS 
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1/4 (v) page (230 x 41mm) US$1,771 
1/4 (h) page (120 x 88 mm) USS1,848 
1/2 (v) page (230 x 88 mm) US$3,842 
1/2 (h) page (120 x 183 mm) US$3,696 
Full page (230 x 183 mm) US$7,084 








SIFIED ADVERTISEMENTS. 


How to get an 
American university 
degree without 
going to the USA... 


Richmond College, the American International University in 
| London, invites you to apply for one of its U.S. accredited 
university degree programs leading to the MBA, BA or AA 
| degrees. Small classes, a full range of extra curricular activities, 
internships and excellent accommodation. 
To find out about the best in American education abroad, send 
| for our brochures: 
MBA Program Office (Dept. FER), 
| Richmond College, 16 Young Street, London W8 SEH, England 
Tel: 071-938 1804 Fax: 071-938 3037 or 
Undergraduate Programs Director of Admissions (Dept. FER), 
Richmond College, Queen's Road, Richmond, 
Surrey TW10 6JP, England 
Tel: 081-940 4487 Fax: 081-332 1596 


| INTERNATIONAL EDUCATION 
IN A CLASS OF ITS OWN 


DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 


| Masters and Doctorate programmes 
[in Computer Science, Economics, 
Education, Engineering, international 


Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 





For QUALITY response 
.. advertise in this 
section 


SAVE OVER 75% ON FAXES NOW! 


Introducing Jet E 


Plain Paper Faxes on Your Laser comer 
| Easy Faxing Direct from PC/Network < 
| External Device = Simple Installation | | 


i 

i 

^w 
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For more Information, and Dealer enquiries: 
Telesis Investment Limited 
6B, Galuxe Building, 8-10 On Lan Street, Centrai, Hong Kong 
Tels l 82) 877-1325 Fax: d ) 526-0747 
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| Graduate degree: MBA 


Undergraduate degrees: 
Business Administration 
international Business 
Computer Science 
Engineering 
Mathematical Sciences 
Economics 
English Literature 
History of Art 
Studio Art 
Political Science 
Psychology 
Sociology 
Anthropology 


















Richmond College, L 
the American | 
International 

University 
in London 


m When you need important infor- P 


i ‘J NEED FULL 2 mation, you invariably want it fast: | 
DETA ILS ON and accurate. The Review Index 
THIS OR 


"enables rapid access to the most 
~ respected Asia-Pacific information. cep 
source: The Far Eastern Economic — 
Review. Everything publ ished 
-during the preceding quarter, by - 
Country, subject and date. ds 
| "detailed in the Review Index. 
This essential research tool M ako ‘available as a cumulativ annual 
edition. End hours of needless searching. Sub- 
scribe now and receive your Review Index four pes 
times per year, including the cumulative annual at 4 
US$59 per annum, or the cumulative annual alone 
for US$43 per annum, — 


WERE ONLY 
GUESSINC 



















ERTISEMENTS 


CENTER FOR INTERNATIONAL FORESTRY RESEARCH 
(CIFOR) 


Outstanding Opportunities in 
- Tropical Forest Sciences 


The Center for international Forestry Research (CIFOR) is a new non-profit, autonomous, scientific research organisation with 
eadquarters at Bogor in Indonesia. CIFOR is a focal point for strategic forestry research in the pan-tropics of the developing 
E world and is one of 18 international agricultural research centres supported by the Consultative Group on International 
UU "^ Agricultural. Research (CGIAR). 


os : ri Applications are invited for international senior staff positions, to be filled as soon as possible in order to implement both 
|]. the 1993 programme and the medium-term plan which is currently being developed. The positions report to the Director 





General of CIFOR. 


"c . “a " 

| Chief Scientist 
"db The Chief Scientist will be responsible for overall planning of 
. Strategic research and the development of an inter-disciplinary, 
cbe process-based approach to forestry research and technology 
o> transfer. Tasks will include priority setting and coordination 
between subject areas and geographic stations, evaluation of 
ope research and the assessment of impact on the intended 

|. beneficiaries. 


Research Programme 
Directors 


Programme Directors will be responsible for broad disciplinary 
areas of strategic research. | 


.. ] The four programme areas are: 
€ social sciences, economics, nall analysis and development; 
è conservation and management of natural forests; 


e rehabilitation of degraded and depleted forest lands; 
€ utilisation and marketing of forest goods and services. 


Programme leaders will have substantial autonomy in developing 

..and managing their programmes within the limits of CIFOR's 

v strategy and. medium-term plan. An unusually high proportion 
c] of efforts in each activity or research project must be devoted 
BD vidc of. partners he national research systems of 
1g countrie programme will have a staff of 










or of Research Support 
re ogr jramme 





> it contributions to institutional strengthening 
f developing tries, in addition to the training incorporated 
) arrangements for. research partnerships. 


x Qualifications and experience for the scientific posts 


|| Applicants should possess (1) a PhD or equivalent research quali- 
fication followed by a. distinguist record of research in tropical 
forest sciences or related subj cts, (2) at least three years’ experi- 
| ence in leading and managing mu i-disciplinary research teams, 
-and (3) experience of living and working in developing countries. 

The | Director, Research Support. Programme should . hold 
























appropriate university qualifications and should have extensive 
experience in management of communication programmes and 
computer based information systems relevant to scientific 
research. Applicants should have demonstrated representational 
skills and ability to develop functional collaborative research 
partnerships with national research institutions in both devel- 
oped and developing countries, together with experience of 
managing such partnerships effectively and efficiently for 
research excellence. 


Director of Administration/ 
Head of Finance 


The Director of Administration reports to the Director General 
and is responsible for directing all aspects of administrative, 
personnel and finance functions within CIFOR. She/he also acts 
as Secretary to the Board of Trustees of CIFOR. 


Qualifications and experience for the administrative 
post 


Applicants should have a proven track record of managerial and 
executive abilities at an international level, and a flexible and 
participatory approach to management. A university degree with 
emphasis on public/business administration or finance would be 
expected, together with ten or more years of relevant working 
experience. 


All positions require substantial travel. All applicants should have 
an ability to work with people of different cultures and nation- 
alities. They must have good communications skills and be able 
to represent CIFOR effectively to national research services, offi- 
cials of governments, donor agencies and other international 
organisations. 

Excellent knowledge of spoken and written English is essential 
for all positions. Applicants should have a working knowledge 
of either French or Spanish, preferably both. Knowledge of 
Bahasa Indonesia would be an advantage. 


Appointments will be initially for periods of 2-3 years with a 
probability of extension. Salary and related benefits are free of 
local taxes for expatriates, and commensurate with comparable 
international organisations. 


Applicants should send their curriculum vitae and a narrative of 
their suitability for one of the above positions, date of availability 
and names of three referees (including telephone, telex or fax 
numbers, if available) to Jeffrey Sayer, Director General of CIFOR 
(c/o ACIAR, GPO Box 1571, Canberra ACT 2601, Australia, fax 
number +616 257 3051) before 19 April 1993. Acknowledge- 
ment of receipt of applications and further information about 
job responsibilities and terms and conditions of ens will 
be sent only to suitably qualified applicants. _ 
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A vital 
. Communications 
traders 








ow you can 
have the China 
Fax and Telex 
Directory, the only 
directory of its kind 
available in the market. 


China Fax & Telex 
Directory is a vital 
communications tool for 
all China traders. 
Compiled from our own 
database, it provides the 
most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 





1. Alphabetically listed 
2. Industries Geographically listed 
3. Numerically listed — Fax 


4, Numerically listed — Telex 


You can get this extremely useful book by simply completing the 
order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 503 1526 Tel: 508 4300 


Please rush me copy/copies of the China Fax and Telex Directory 
1993 as indicated: 


Address: 

Country 
L2 China Fax & Telex Directory 1993 

Price: Hong Kong — HK$190 + HK$23 for postage & packing 

Elsewhere — US$34 (including airmail postage & packing) 

No. ar i di 


————— M —— Á—E € 


NE! ERN in payment thereof 
(cheque payable to The China Phone Book Co., Ltd.) 
to my credit card 


L2 T prefer to charge 
(Sick one): 
Visa L5 MasterCard : 
Card No: Visi Date: 
Signature: 


aang eA eA tra a ata PAY TIN SA LLIN CLARA, ai ma t a TENEBAT ARA E a a Rat a art ra uto 
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‘Education — =Z o= — — 


at the Ecole Nationale des Ponts et Chaussées (founded in 1747) 
THE MASTER IN INTERNATIONAL BUSINESS IS A TRULY - 
GRANDES ECOLES IN FRANCE. i | 


INTERNATIONAL FINANCE 
MANAGEMENT OF TECHNOLOGY 
MARKETING AND GLOBAL STRATEGY 


A 13-15 month program in English, the MIB is geared to professionals 
interested in developing entrepreneurial skills which can be applied in the 
global marketplace. 


Global Vision: participants choose European, American, or Pacific Basin 
F 

options combining study in Paris with programs and professional 

experience abroad. | 


International Faculty: drawn from a roster of outstanding professionals 
and entrepreneurs fróm around the world. 


Multinational Environment 60 students represent an average of 25 
nationalities. ENPC is located in the heart of Paris. 


gh ied Spirit: each student builds his own curriculum based on 
his professional objectives and the overall framework. 


MIB Admissions, Ecole Nationale des Ponts et Chaussées 
28, rue des Saints-Péres, 75343 Paris Cedex 07, France 
Tel: (33 D) 42 60 34 13 Ext 1162 Fax: {33 1) 40 15 93 47 


3 LEADING 
» SCHOOLS IN 
SWITZERLAND 


Tel. 0247728 87 77 
Fax 023/728 BB 64 


RESSERERLETURE 


INTERNATIONAL BOARDING SCHOOLFOR GIRLS. © Beautifully situated. Finest facilities 


for study and residence, tennis court, swimming-poot 8 Comprehensive academic program in small T 
| classes @ intensive French and English. Language lab. @ Full American Program. Grades 9-12, CEER, 
| TOEFL, AP, PG year. @ Secretarial and commercial courses, Computer science @ Diversified activities: | 
| art, music, ballet, cookery, sports Ed. tips. Winter vacations, Summer course. as y 4-11. 1993) 


idu»yese courses 
Languages ~ 
Finishing American studie 


i international School f for Giris {15 to 22 years} 
| CH-1815 CLARENS-MONTREUX 

i Phone: 4121-964 38 3i 

| Fax: 4121-964 38 34 


Summer holiday courses 
ju! uly - Mid Sop 


Institut «La Gruyère: 


international Boarding School for th 


The 1993/1994 school year 
Summer course for Rabe: 


Families Vial- “Butty, de inst tute Iys d 
1663 deniz Jobb Switzerland, Tel. 029 6 n 1s 


This space is reserved for Classified Advertisements 
Reservations should be addressed to: 


International Classified Manager Far Eastern Economie Review, 
GPO Box 160, Hongkong Tel: 5084473 Telex: 66452 REVCD HX. 





French ~ English - Cooking ~ Sports ad : Brees 





By John McBeth 


ehind Jose Almonte’s expansive 
desk, sitting incongruously among 
three painted portraits of Jesus 
Christ, is a mounted Japanese knife com- 
monly used for ritual suicide. It was given 
to him as a souvenir by Japanese business- 
men about the time of the retired briga- 
dier-general's appointment as national se- 
curity adviser to President Fidel Ramos. 

Almonte, 61, the architect of Ramos' 
Philippines 2000 development game plan, 
draws on a cigarillo, laughs and says he 
cannot imagine the circumstances that 
might tempt him to turn the exquisitely 
crafted knife on himself. He is, after all, a 
deeply religious man who makes the sign 
of the cross before every meal. 

Often called shadowy and even sinister 
by the Philippine press, Almonte has 
drawn more than his share of attention 
since last July when Ramos issued Admin- 
istrative Order No. 2, revitalising the Na- 
tional Security Council (NSC) and intelli- 
gence community and re-orientating their 
activities "towards attaining broader na- 
tional goals." 

The order was seen to invest extraordi- 
nary powers in Almonte in his twin posts 
of NSC director-general and supervisor of 
the National Intelligence Co-ordinating 
Agency. One alarmed senator even called 
him a "flowering Fabian Ver," a reference 
to former president Ferdinand Marcos' 
former chief of staff. 

Much of that outcry has now died 
down, but in many ways the amiable 
Almonte almost ems to cultivate his 
cloak-and-dagger im&ge. His official bio- 
graphy claims that as head of the Philip- 
pine Civic Action Group's counterintelli- 
gence unit in Vietnam in the mid-1960s, he 
infiltrated the Vietcong High Command 
and was able to persuade the communists 
not to attack the Filipino contingent on the 
grounds that it was only involved in deve- 
lopmental projects and had no combat role. 
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PROFILE 


Jose Almonte 








Filipino Securi 
Is a Master of Intrigue 








Chief 





Career soldier who understands social issues 
is the architect of Ramos' Philippine 2000 


development game plan 


Almonte has personally told at least one 
reporter that because his role was misun- 
derstood, he was targeted for assassination 
by the US Central Intelligence Agency and 
had to be repatriated. The experience obvi- 
ously did not kill his taste for intrigue. 
During the mid-1970s, he became mentor 
for a group of rebellious young army offic- 
ers known as the Reform the Armed Forces 
Movement (RAM). 

In February 1986, with Almonte as one 
of the five-man core group, RAM initiated 
the revolution that overthrew Marcos. That 
same year, as deputy chief of staff for civil- 
ian-military relations, he engineered Op- 
eration Big Bird — the controversial plot to 
hoodwink Marcos into transferring US$200 
million into bank accounts controlled by 


© The roots of rebellion 
are to be found 
in Makati 
or Binondo e 


Almonte's operatives. 

Philippine politicians sabotaged the 
plan because they suspected Almonte's 
motives. Still, the conspiracy did succeed 
in one objective: it identified the Marcos 
accounts in what was the first step to hav- 
ing them frozen by Swiss authorities. 

Born in the southern Luzon province of 
Albay, Almonte is a 1956 graduate of the 
Philippine Military Academy who by 1962 
had become deputy intelligence chief in 
President Diosdado Macapagal's security 
detachment. But for all his subsequent 
spookery — and the strange absence of his 
wife and two children from his biography 
— he is one career soldier who has tried to 
understand social issues. 

Indeed, as vice-chancellor of the now- 
defunct Philippine Centre for Advanced 
Studies, he co-opted a number of leftist in- 
tellectuals and used them in à research 
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project on the Philippine oligarchy. Be 
tween his retirement in 1986 and his cur 
rent appointment, Almonte headed th« 
Department of Finance's Economic Intelli- 
gence and Investigation Bureau (EIIB) 
Apart from cracking down on smuggling 
one of his staff's tasks was to come up wit 
a directory on who owns the Philippines. 

Listening to Almonte and his ideas or 
socio-economic reform, it is clearly no co 
incidence that the main thrust of Philip 
pines 2000 is to establish political stability 
bring down the old economic order, breal 
up monopolies and go after graft and cor 
ruption in the bureaucracy, in the judiciary 
and in private business. 


n discussing the ongoing peace process 

which forms the first step of the presi 

dent’s game plan, he says the roots o 
rebellion are not to be found with the com 
munist New People's Army in the Sierr: 
Madre mountains. "You find them," he 
declares, "in the asphalt jungles of Makati 
or maybe Binondo," the Chinatown sectior 
of Manila. 

According to Almonte, Ramos is not ou 
to destroy the elite as much as to re-direc 
its orientation and create more opportuni 
ties for everyone. "I think there is a feeling 
that this government must be made to suc 
ceed because failure will be a failure fo: 
everyone," he says. The critical element, he 
agrees, is the public perception of the presi 
dent's sincerity. 

Just the nature of his job will continue 
to make Almonte a figure of controversy 
In fact, intrigue just seems to follow him 
around. Barely a month after his curren! 
appointment, a suspicious fire swept 
through the ENB offices at Camp Agui- 
naldo, diate many of its records anc 
most of Almonte’s treasured collection o 
books. 

He was quoted later as saying he hac 
lost half his life in the blaze. Manila’s army 
of conspiracy theorists is still wondering 
which half. z 
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| RAVEL. DISCOVER HOW DIFFERENT WE ARE. AND HOW VERY MUCH ALIKE. 


The magic of flight makes the world seem smaller, the possibilities larger. There are endlessh 


[asc inating plac es [o expl re, ideas to examine, pet ple tO meet, opportunities to pursue. GO 


BOEING 





Drenched in the North Sea, baked in the Persian Gulf, frozen in Alaska... 


THE GODS OF OIL 
MUST HAVE A FINE 
SENSE OF HUMOUR, 


WE don't m:an to complain; 
we're extrem -ly grateful to have 
been involvec in many of the 
kev oil discoveries of the twen- 
tieth century, so far. But take 
three of the most famous. 

If you were to stick pins 
in a map c the world, you 
couldn't pick three more 
dangerous, inhospitable and 
downright inconvenient places 
on earth to explore and drill 
for oil. 

Persia at the turn of the 
century was a virtually lawless 
land and work was continually 
delayed by heat-stroke and 
sickness. 

The drinking-water was, 
according to one of our 
engineers, "best described as 
dung in suspension? 

Alaska, meanwhile, was “a 
mean, nasty, unforgiving place 
to work "according to one 
geologist.  * 

The tundra freezes to con- 
crete in winter and thaws into a 
sponge-like prairie in summer. 

Beneath is the permafrost, so- 
called because it is permanently 
frozen to a depth of 300 metres. 





A pretty conundrum for 
those charged with building 
380km of pipeline across it. 

Successfully completed, the 
trans-Alaskan pipeline remains 
one of the greatest feats of 
engineering ever undertaken. 
The same can be said of our 
North Sea platforms. 

Taller than Big Ben, these 
have to withstand hurricane 
force winds and 15 metre waves. 

As one skipper put it: 
"There's nothing quite as vile as 
the North Sea when she is in a 
temper." 

Admittedly we've been a 
little more fortunate with 
our latest discoveries. In the 
mountains of Colombia and the 
waters of the Mexican Gulf 
where we only have the occa- 
sional hurricane to contend with. 

Nevertheless, is it too much 
to ask that the next time we 
strike oil, the gods could exer- 
cise a bit more restraint...? 





For all our tomorrows. 
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Oh yes, and some astronauts landed on the moon. 


W's: they come to 
WW write the history of 


the 20th century, the summer 
of '69 will surely merit a 
chapter of its own. | 

The Beatles sang ‘Get 
Back’ on a London rooftop, 
there was a vibrant new 
President in the White 
House, and the eyes of the 
world were turned skywards 
as Neil Armstrong prepared 
to set foot on the Moon. 

Áway from the public 
gaze, a different band of 
pioneers was preparing to 
step into the unknown. But 


ín this case the destination 
was not a Sea of Tranquility; 
far from it. Fifteen metre 
waves and hurricane force 
winds were the lot of the 
early North Sea explorers, 
searching for oil and gas 
three kilometres below. 

History records that 
both sets of men accom- 
plished their missions. For 
the crew of the spaceship 
Apollo, their adventures 
were largely over. 

For the oilmen they had 
just begun. In November 
1970, BP duly announced 


the discovery of their huge 
‘Forties’ field. Hardly a 
single day has passed since 
without an act of sacrifice 
or courage on their part. 





For all our tomorrows. 


Giant platforms, taller 
than Big Ben, have been 
engineered and positioned 
in the teeth of storms. 

Pipelines have been laid 
for hundreds of kilometres 
beneath the waves. 


And of course, new dis- 
coveries made: the ‘M’ fields, 


_ off England's North East 


coast were discovered bv 


BP just last year, 


The Beatles never sang 
together again, Richard 
Nixon turned out to be, 
well, Richard Nixon and no 
astronauts have exceeded 
the achievements of Neil 
Armstrong and his men. 

But how magnificently 
has all the promise of that 
golden age been fulfilled, by 
the North Sea explorers 
from BP 











LETTERS 





No Credit 
Your editorial Credit the Poor [18 Mar.] 
deserves some comment. The criticism im- 
plicit in the derisory discussion of develop- 
mental aid in the form of birth-control pro- 
grammes is not only inaccurate but socially 
irresponsible. Surely the needs of the planet 
and therefore the global community dic- 
tate that a continued effort to control the 
world's population is self-evident. 
PAUL SWEENEY 
Newtown 
Australia 


With regard to your editorial Credit the 
Poor and the article on Grameen Bank pub- 
lished in the same issue [Lender with a 
Mission], l'd like to mention two addi- 
tional points. Especially in urban areas, it 
is also necessary to nurture the small busi- 
nesses thus established. This in turn re- 
quires an ability to deliver loans larger than 
the US$75 maximum typical of rural-based 
programmes like Grameen Bank as well as 
multiple loans over a period of time. 
There is too the importance of training, 
both technical and business. Measures as 
simple as training in book- dde and 





stock control can make all the difference to 
an enterprise's success or failure. 

NICHOLAS COLLOFF 

Director 

Opportunity International 

Oxford 


| read with interest your article on 
Grameen Bank. The key to the bank's ap- 
parently successful lending to the poor 
seems to be its ability to harness the bor- 
rowers themselves (in groups) to do much 
of the work of appraising loan applications, 
disbursing loans and collecting repay- 
ments. The return for this presumably un- 
paid work is access to much less expensive 
loans than would be available otherwise, 
and each member has a strong incentive to 
ensure repayment by the others. 
Nevertheless, those of us prone to scep- 
ticism about well-intentioned plans to de- 
liver the poor from their poverty still have 
nagging doubts. For example, your re- 
porter accepts at face value the bank's as- 
sertion that the effective interest rate on the 
typical (non-housing) loan is 10-12% per 
year, but on the basis of the sketchy infor- 
mation provided in the article, I calculate 
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that the effective return to the bank could - 

be anywhere from 20-33%, depending on - 

whether the 5% deduction paid to the — 
group fund is paid out immediately or 

stays in the bank at zero interest. Although 

this is lower than the informal rates for 

such borrowers, it is still about two-to- . 

three times as great as that claimed. | 

ROSS H. MCLEOD — 

Department of Economics — 

Research School of Pacific Studies 

The Australian National University 

Canberra 


You did the Grameen Bank an injustice by 

placing your story in the business section. 

The Bank's success lies not in numbers but 

in its immeasurable contribution towards 

a life of hope and dignity for the world’s 
poor. 

BINU S. THOMAS 

ACTIONAID India 

Bangalore 


Friends of the Earth 

Regarding the Friends of the Earth adver- 
tisement on the Sha Lo Tung Development 
published in some of your 25 March edi- 
tions, we should like to point out that no 
country parkland is threatened. Far from 
reducing country walks, the development 
will upgrade the country trails within the 
Sha Lo Tung area for use by Hongkong 
people. In addition to the golf course, the 
development will include brand-new pub- 
lic walkways, a visitor centre, wildlife pres- 
ervation areas and new housing for the Sha 
Lo Tung villagers. 

The Sha Lo Tung Development Co., 
Ltd. has been meticulous in ensuring that 
the project will have only a minimal im- 
pact on the environment. Independent en- 
vironmental consultants Axis are conduct- 
ing an extensive Environmental Impact 
Assessment of the development. The in- 
terim findings are currently being re- 
viewed by numerous government authori- 
ties including the Environmental Protec- 
tion Department. Recommendations result- 
ing from the review process will be fol- 
lowed if the project proceeds. 

JOHN HUI 
Sha Lo Tung Development Co., Ltd. 
Hongkong 





The REVIEW welcomes letters to the editor. Let- 
ters may be mailed to the Editor, Far Eastern 


| Economic Review, GPO Box 160, Hongkong. 
| They may also be faxed to (852) 503-1530. Let- 


| ters must include the writer's 


name and ad- 
dress. All letters are subject to editing for length 


| and clarity. 
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ver since China first opened its doors in the late 1970s, 
investors have predicted great things once the world’s 
most populous country embraces capitalism. Despite 


E 


| thegrowth in southern China, investors still wait for institu- 
| tional shifts that would make China an irreversibly free 
| economy. In the meantime, the world’s second most popu- 
| lous nation has embarked on market liberalisations that may 
| ultimately make China's pale by comparison. For while 
. Deng Xiaoping speaks in enigmatic parables about black . 


-cats and white cats catching mice, the architect of India’s 
reforms comes right to the point. 
“The world around us is changing very rapidly, becom- 


ing more integrated as a marketplace and also more com- | 
Finance Minister Manmohan Singh told India’ s.j 


petitive,” 
parliament. “We cannot afford to stay out of this process.” 


The differences have as much to ‘do with substance as | 
style. Contrast the approach taken at the recent National | 


People's Congress meeting in Peking (more "market social- 
ism with Chinese « 





of the world assumed that sectarian. violence had removed 


'haracteristics") with the brave budget 
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EDITORIAL 


A Tale of Two Countries 


India and China take different paths to market 


| first guarantees the tranquillity of a clear rule of law and - 


_ turn blind eyes towards those who get around the rule by 


further economic reform from India's national agenda. In- | 


deed, Mr Singh has been a remarkably consistent force here. | 
In an interview with the REVIEW in 1991, he pledged. to | 
ds eign shares come at a premium. And the real owners of 
; various other shares outside the quota are not reported. 





remove subsidies because "Indian entrepreneurship ne 
to thrive on competition." 


We do not mean to denigrate Mr Deng’s considerable : 
| achievements in moving China as far as it has come. But | pul 
; caught between competing reforms. On the one hand, a | | 
| new computerised system to balance accounts has made it. | 
, much more difficult for foreign investors to hide under pho- - 


Peking's continued unwillingness to spell out where it is 
going feeds nagging fears that it may want two ultimately 
contradictory things: prosperity with tight political control. 


The problem is, there is no such model for any place as large | 


or complex as China. So policy veers right or left as the i 
political or economic need arises, and the ship of state lists _ 


j accordingly. Thus we have Peking wooing the General Agree- i 
ment on Tariffs and Trade about rejoining at the same mo- - 


| - ment its officials call into question contracts in Hongkong. 
.. India, to be sure, has much further to go than China in 


. - some ways. The very chaos of the Chinese system has al- 
|. lowed a million enterprises to bloom, while India has tradi- | 


| mium to do things legally. The irony is that until the gov- 
; ernment decides what to do, the net effect of these conflict- 


"tionally paved over its few patches of economic freedom - 


with lawyers, regulations and taxes. But Indians know this. 
That is why the most encouraging thing about Mr Singh's 
reforms is not simply that he has pointed to a modern, 


| held shares show that the less open a market is, the less - 
_ transparent and prosperous it will become. It's probably no - 
. coincidence, for example, that the three banks that have 


affluent India of tomorrow. It is that he laid out a path and | 


has closely followed it over the years. 


most dramatic decision. But it is only one part of a pro- 


| through the back door are the huge Citibank, Chase Man- 
Obviously the decision to float the rupee has been the hattan and Standard Chartered. As for the Thais, certainly it 


_ is preferable to wink at market-closing practices than reap 


gramme that also has slashed tariffs, lowered the deficit and _ 
introduced tax concessions for certain industries. These re- 


forms, moreover, follow a 1991 budget that abolished li- 


| imagine that Thailand wants a market that forces investors 


censing in all but 18 Indian industries, liberalised the import | 
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of technology and raised the limit on foreign ownership in 
enterprises to 51% from 40%. By making good on past prom- | 
ises Mr Singh has lent credibility to future ones, such as | 
reducing direct taxation. 

As the world economy continues to transcend national 
borders, consistency and predictability become ever more . 
critical for attracting foreign investment. We cannot predict- 
which of Asia's two giants, India or China, will ultimately | 
emerge more prosperous. But our money is on the one that- 


rejects the chaos of arbitrary swings of authority. "| 





Suying Bangkok 





Open n make honest markets 


i | 
$ 

$ 
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statement issued in New Delhi to free the rupee when much | 


ike many Asian governments, Thailand limits the 
amount of equity foreigners can own in selected in- 
dustries. Like many Asian officials, Thai regulators also v 
buying shares through fronts. Because the foreign demand - 
for shares in blue-chip Thai firms exceeds the limited sup- - 
ply, the predictable result is that the legally sanctioned for- 


This see-no-evil, hear-no-evil may work for a time in a ve 
primitive market, but as Thailand modernises it finds itself | — 


ney names and collect their dividends. On the other hand, | 
moves to open up the local market by adopting a new 
Mexico-inspired trust mechanism has irritated companies | 
that could see the value of their shares evaporate solely 

because they have so far obeyed the law and paid a pre- - 


ing modernisations is that foreigners are holding off their : : 
buying decisions. - 
The distortions imposed by Thailand's limits on foreign. ^ 


opted out of the winked-at practice of getting foreigners in 


the consequences of rigid enforcement. But this has its own 
price, as Bangkok's markets are now finding. It is hard to 


to chose between participation and honesty. " 
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Gas Leak 


At least three Thai companies are help- 
ing Libya build a new chemical weapons 
plant near Tarhunah, 65 kilometres south- 
east of Tripoli, that could produce hun- 
dreds of tonnes of nerve gas. One of the 
companies is providing tunnelling equip- 
ment, while the other two are supplying 
Thai labourers. The plant, called "Project 
300," is being built mainly underground 
and is believed to be a successor to a simi- 
lar facility at Rabta that burned down two 
years ago under suspicious circumstances. 


| The Thai Government has told Western 


officials that company executives have de- 
nied any knowledge that their work with 
Libya involves the manufacture of chemi- 
cal weapons. 


Justice for Some 

The Vietnamese Government, facing 
criticism on its human-rights record from 
Western governments, is preparing to 


bring about half-a-dozen groups of impri- 


soned anti-dissidents to trial in the next few 
months. Vietnamese sources say they will 
free those against whom they have insuffi- 
cient evidence to charge. One of the groups 
to be tried will include some 17 people ar- 


rested in April 1992 for allegedly forming - 
the so-called People's Action Party, which 


is accused of seeking to overthrow the 
communist regime. - 






Fallen Comrades 

Jose Maria Sison, who assumed the 
chairmanship of the Communist Party of 
the Philippines in March 1992 has rejected 
attempts at settling a dispute between his 
group and a faction that challenged his 
leadership. The split followed the Nether- 


lands-based Sison's call last year for a “re- | C lation Prize 
affirmation” of peasant-based "people's | onsotauon Frizes 
war" strategy and a Maoist-style rectifica- 


| tion campaign. Sison, communicating 


through the party's executive committee, 
has denied requests by leaders of the dis- 
senting group for talks to argue their posi- 
tions. Instead, the executive committee has 
stood by its directive issued late last year 
that called for the purge of party leaders 
who refused to implement Sison's orders. 


Currency Speculation 

The Philippine Exporters Confederation 
Inc. has mounted a powerful lobby to de- 
preciate the peso, which it sees as the key 
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to reviving the country’s battered econ- | 


omy. The organisation has recruited econo- 
mists from the University of the Philip- 
pines to argue the rationale for deprecia- 
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tion. It has also talked to legislators 
labour groups in a bid to convince ther 
that major currency depreciations were th 
most significant component in the expor 
orientated strategies pursued by most c 
Asia's industrialised and newly industrial- 
ising economies. : 


Back in the Saddle 


US President Bill Clinton has reap 
pointed retired army general John Vesse 
as his special envoy to Vietnam. Vessey 
who was originally appointed to the pos 
by former president Ronald Reagan an 
kept in the job by his successor Georg: 
Bush, submitted a report on US personne 
missing in action (MIA) during the Vietnam. 
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Preparing to bury the past. 


War to Bush in the closing days of his ad- - | — 
ministration. Vessey believes that Hanoi . 


„has done all it was asked to do to resolve — 
the MIA issue, and that the onus is now on 


the US to make the next move. Vesse pig 


due to visit Vietnam to discuss normalisa~ 
tion of ties between Washington and Hanoi — 
later this month. | gum 


Leading Indonesian officials dropped or ^ 
excluded from the new cabinet announced 
on 17 March are being lined up for less 
visible posts. Jakarta's rumour mill has 
former finance minister Johannes Sumarlin 
being placed at the head of the Supreme 
Audit Board and former coordinating n 
ister for political affairs and securit 
Sudomo being given the chairmanship : 









the government’s Supreme Advisor 
Board. Rachmat Witoelar, secretary-general 
of the ruling Golkar party, is likely to be 
appointed ambassador to Russia, while © 
former trade minister Arifin Sregar is the 
front-runner for the ambassador’s job in 
the US. Former defence minister Benny | 
Murdani, once tipped for the US post, now ~ 
looks likely to become special adviser tò . 
Armed Forces Commander Edi Sudrajat. ` 





a 





FOREIGN 


Group The 


RELAT 


While maintaining its bilateral agreements in the region the US 
now sees multilateralism as the key to Asia’s future. Asians 
wonder whether what Washington says is what it will do. 


By Susumu Awanohara i in a Washington - 7 


he US may have opened a new era 
in its relations with Asia. During the 
Bush administration, foreign affairs 
specialists in Asia and the US used to com- 
plain that Washington lacked a coherent 
policy towards the region. Even former sec- 
retary of state Lawrence Eagleburger con- 
ceded, after leaving office in January, that 
failure to forge stronger ties with Japan was 
one of his biggest regrets. 
Now Asia specialists in Washington say 
the framework of an Asia policy has been 
laid. Assistant Secretary of State for East 


Asian and Pacific Affairs Winston Lord | 


took the opportunity of a confirmation 
hearing on 31 March to reaffirm the US 
commitment to Asia in a way which sug- 
gested some important new departures. 
“We'll see if what he said is what he will 
do,” one Asean diplomat said. 

In a detailed statement before a US Sen- 





_ 


ate committee supportive of his nomina- 
tion, Lord presented his agenda — and vi- 
sion — for the Asia-Pacific region. Secre- 
tary of State Warren Christopher had al- 
ready touched on various Asian issues in 
testimonies that covered the whole world, 
but it was Lord who focused on America’s 
interests in this region. 

In the post-Cold War period, the US 
must “integrate our economic, political and 
security policies” towards the Asia-Pacific 
region and try “fresh approaches and 
structures of cooperation,” Lord said. He 
added: "It is time to build, with others, a 
new Pacific community." 

Lord acknowledged what he saw as 
failings of the Bush administration. "In re- 
cent years we have paid insufficient atten- 
tion to major transformations under way 
across the Pacific... We risk squandering 
assets and lagging » behind trends," he said. 

In listing his goals, Lord said that de- 
veloping “a comprehensive, durable part- 
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nership with Japan” will be his highest pri- 
ority. “America will listen more, lecture 
less,” he said, but asked that Japan “step 
forward in a spirit of enlightened self-in- 
terest and mutual benefit.” 

What was particularly new in Lord’s 
statement was a positive endorsement of 
Asia-Pacific regional forums for political 
and security consultations. This is some- 
thing which many Asia specialists have 
called for, but which former president 
George Bush at first opposed and later 
hesitated to embrace. 

Lord also let it be known that the US 
administration intends to support — and 
lead — the fledgling Asia Pacific Economic 
Cooperation (Apec) forum with a renewed 
vigour. President Bill Clinton recently cited 
this still-obscure forum, along with the 
North American Free Trade Agreement 
which the US is about to enter into with 
Canada and Mexico, as vital regional ar- 
rangements for the US. 

Lord said that multilateral security fo- 
rums were necessary to “manage or pre- 
vent emerging concerns,” such as “arms 
races, the forging of competing alignments 
and efforts by one power or group of pow- 
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ers to dominate this strategic region." He 
told the senators that "under this adminis- 
tration you will see a willingness to ex- 
plore, first, consultations and dialogue, 
which may lead eventually over time, to 
new institutions." Lord stressed, however, 
that such arrangements will supplement, 
not supplant, bilateral alliances. 

The interest among Clinton's Asia 
hands in regional "architectures" was fore- 
shadowed a few days earlier when Sandra 
Kristoff, director for Asian affairs at the 
National Security Council, addressed a 
Washington conference on Apec's future. 
She said that Apec appeared to be the most 
viable economic architecture for the Asia- 
Pacific region and that now political-secu- 
rity architectures must also be found. 

The Bush administration, in its early 
days, rejected the creation of multilateral 
security forums or institutions proposed by 
Australia and others, saying that these 
would represent "a solution in search of 
problems." Bush's Asia hands said that in- 
stead, the US should continue to depend 
primarily on its network of bilateral alli- 
ances with Japan, South Korea, the Philip- 
pines, Thailand and Australia to deal with 
the region's security problems. One reason 
for such a US position was the fear of di- 
luting its military strength in the region. 

In late 1991 then secretary of state James 
Baker acknowledged that "multilateral ap- 
proaches to security are slowly emerging" 
in response to problems in Cambodia, the 
South China Sea and the Korean Peninsula. 
But he continued to warn against "locking 
ourselves into an overly structured ap- 
proach." 

A year later, US Ambassador to Tokyo 
Michael Armacost, speaking at the East- 
West Centre in Hawaii, strongly advocated 
active participation by the US in regional 
security dialogues. He said: "There is a per- 
ceptible desire to tackle [security] issues in 
regional discussions. Such a dialogue will 
likely take place with or without our par- 
licipation. Everyone will benefit from our 
involvement. This is an idea whose time 
has come." 

Armacost's statement came several 
months after Asean foreign ministers and 
their counterparts from the regional asso- 
ciation's "dialogue partners" — the US, Ja- 
pan, Australia, New Zealand, Canada, the 
EC and South Korea — began discussing 
security issues. The first formal move in 
this direction was made at the Asean Post 
Ministerial Conference (PMC) in July 1992 
in Manila. 

The Asean PMC plans to extend the proc- 
ess this year by organising the first com- 
bined meeting of senior officials from 
Asean and dialogue partner countries. This 
will be held in May in Singapore, in prepa- 
ration for the July gathering of foreign min- 
isters in the same country. The officials 
would naturally include security special- 
ists who would begin "networking" among 
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themselves, an Asean diplomat says. 

Lord is planning to attend the May 
meeting in Singapore. But the Asean PMC 
is not the only forum envisaged by the US. 
"We're open-minded on the kinds of dis- 
cussions and the kinds of eventual struc- 
tures,” Lord said, suggesting that there 
may be room for another forum for North- 
east Asia. He ruled out, however, a struc- 
ture similar to the Conference on Security 
and Cooperation in Europe because Asia is 
"a much more diverse and complicated 
mosaic" than Europe. 

On the economic side, Lord said that 
strengthening Apec — comprising “15 Pa- 
cific economies representing almost half of 
the world's GNP" — will be "at the top of 
our agenda this year." Bush's commitment 
to Apec was somewhat in doubt when he 
suggested during last year’s election cam- 
paign that the US may press for free trade 
agreements with some Asian economies 


Christopher: focusing on Asian issues. 


but not others. 

William Bodde, an American and the 
current executive director of the Apec sec- 
retariat in Singapore, is emphatic that the 
US now has no discriminatory policy to- 
wards any Apec member. As Deputy As- 
sistant US Trade Representative Nancy 
Adams put it: "Apec is at a toddler stage. 
We have a chance to make it walk, run." 

A senior US official, who has been in- 
volved with Apec from its inception in 
1989, told the REVIEW that, as host for this 
years Apec ministerial conference in No- 
vember in Seattle, the US would take the 
lead in making Apec "more relevant and 
action-oriented." The US aims for concrete 
results in regional trade liberalisation, 
which the official said could range from 
harmonisation of statistics and trade rules 
to, ultimately, a region-wide free trade 
agreement. 

Specifically, the US would like to see 
adopted in Seattle a multilateral "frame- 
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work agreement" on trade and investment, 
setting out common objectives and liberali- 
sation commitments, that may serve as a 
foundation for serious trade liberalisation 
measures at a later stage. 

The US has signed bilateral "frame- 
work" agreements with many trading part- 
ners, mostly in Latin America but also with 
a handful of Asian countries including Sin- 
gapore and the Philippines. An Asean dip- 
lomat maintains that the US is now mov- 
ing beyond its traditional bilateral ap- 
proach partly to gain access to some rela- 
tively closed East Asian markets and partly 
as a way of pressuring the EC to cooperate 
on the Gatt multilateral trade negotiations. 

Lord's confirmation statement was 
praised by many Asian diplomats, admin- 
istration Asia hands and specialists at 
think-tanks and universities, who de- 
scribed it variously as thoughtful, compre- 
hensive, balanced or fair. 

But many also wonder how successful 
Lord will be in convincing the administra- 
tion that "no region will be as important" 
as the Asia-Pacific. While being as lauda- 
tory as the others, Hunter College political 
scientist Donald Zagoria questions whether 
Lord has a strategy for dealing with the 
huge US trade deficits with East Asia or 
for integrating economic and political- 
security policies. "Institutionally, the US 
Government lacks an agency which han- 
dles both," Zagoria said. 

Lord listed 10 major Asia policy goals, 
including improved US-Japan ties, 
strengthening of Apec and searching for 
multilateral security forums. The other 
goals are: "erasing the nuclear threat and 
moving toward peaceful reconciliation on 
the Korean Peninsula; restoring firm foun- 
dations for cooperation with a China where 
political openness catches up with eco- 
nomic reform; deepening our ties with 
Asean as it broadens its membership and 
scope; attaining the fullest possible ac- 
counting of our missing in action as we 
normalize our relations with Vietnam; se- 
curing a peaceful, independent and demo- 
cratic Cambodia; spurring regional coop- 
eration on global challenges like the envi- 
ronment, refugees, health, narcotics, non- 
proliferation, and arms sales; and, promot- 
ing democracy and human rights where 
freedom has yet to flower." 

Significantly, in the long section on 
China in his written statement, Lord did 
not mention at all the debate over its most 
favoured nation (MFN) trade status. Asked 
about the MFN issue by senators, Lord 
would only say that Clinton wanted to 
make MFN conditional on China's be- 
haviour on human rights, weapons prolif- 
eration and trade, thus leaving open a 
wide range of possible US action. This is- 
sue will come to a head after the US Con- 
gress' Easter recess, which ends in mid- 
April, and Lord will figure prominently in 
the debate. a 
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Knocking Heads 


Japan enters South Asian nuclear debate 


By Jonathan Friedland in Tokyo, " 
Hamish McDonald in New Delhi and 


Salamat Ali in Islamabad 

lready under pressure from the US 
A to back off from their rivalry in the 
field of nuclear weapons develop- 
ment, India and Pakistan now have to deal 
with another heavyweight would-be me- 
diator. The Japanese Government has be- 
gun using its aid leverage to press both 
nations to accede to the nuclear Non-Pro- 
liferation Treaty (NPT). At the same time 
Japan has been conducting talks with 
China to bring it into multilateral discus- 
sions on South Asian regional security with 
the two countries. 

The unusual diplomatic initiative stems 
from Tokyo's adoption early last year of 
principles which will guide allocation of its 
foreign aid and represents its first foray 
into the complex fray of South Asian secu- 
rity issues. Japan first raised this issue with 
Indian Prime Minister P. V. Narasimha Rao 
on his visit to Tokyo last June. The effort 
appears partly. aimed at wearing down 
India's stubbornly independent stance 
prior to next year's review of the NPT, 
which will decide how long the treaty 
should be extended beyond its 1995 expi- 
ration date. 

Japanese diplomats say that all the par- 
ties have been receptive to its suggestions, 
though they admit that neither India nor 
Pakistan's attitude towards the NPT has 
"changed remarkably" since the talks be- 
gan. But in New Delhi officials seemed to 
be doing their best to shrug off the sig- 
nificance of the Japanese moves. 

The Indian Government's public re- 
sponse has been that Japan's initiative is 
welcome as a means of conveying New 
Delhi's own views to a wider audience. 
The Indians do not regard bilateral talks 
with Japan — or similar talks held or 
planned with the US, Russia, France, Bri- 
tain and Germany — about nuclear arms 
control as “negotiations.” They do not see 
Japan having any useful role in mediating 
between India and Pakistan, and reject the 
notion that South Asia presents a self-con- 
tained "security paradigm." 

New Delhi insists that it will not enter 
any nuclear arms control regime like the 
NPT unless it is universal and non-discrimi- 
natory. It repeated this longheld view in 
meetings here with Tokyo's special ambas- 
sador on nuclear issues Mitsuro Donowaki 
in early March and in annual bilateral talks 
held between Foreign Secretary J. N. Dixit 
and Japanese Vice-Foreign Minister 
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Rao was the first Japanese contact. 


Kunihiko Saito on 2 April. The Indians 
asked why Japan, as the only victim of 
nuclear attack, could not accept the idea of 
a time-bound programme or the universal 
elimination of nuclear weapons. 

Pakistan has responded to the Japanese 
moves by repeating its well known offer to 
forgo the nuclear option provided India 
does the same. A Japanese delegation 
which visited Islamabad in February was 
told that Pakistan was ready to give it a 
signed blank paper to write any agreement 
on non-proliferation provided it was also 
signed by India. 

Informed non-governmental sources as- 
sert that Pakistan gave the Japanese dele- 
gation a list of its own nuclear facilities, 
along with their potential to produce 
weapon-grade material. Pakistan also pro- 
duced a list of India's nuclear facilities and 
asked the Japanese to compare it with 
whatever Indian official inventory they re- 
ceive. This was designed to emphasise the 
difference between the two countries’ nu- 
clear programmes. 

South Asian diplomats in Tokyo view 
Japan's gambit as a risk-free one that has 
come in response to criticism by other G7 
governments. As the world's largest aid 
donor, Tokyo has come under pressure to 
use its financial leverage to encourage eco- 
nomic liberalisation and political reform 
among its aid recipients. 

“It’s hard to say whether this is the be- 
ginning of Japanese efforts to become seri- 
ously engaged in regional security issues, 
or just a flash-in-the-pan," says K. S. Bajpai, 
a former Indian ambassador to Washing- 
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ton and Peking. “In the past, the Japanese 
have not shown a great deal of interest in 
South Asia." 

Japanese diplomats imply that Tokyo is 
prepared to devote considerable time and 
patience to getting results from its nuclear 
initiative. As a first step, Tokyo has asked 
the two countries to "agree to more trans- 
parency in their nuclear development pro- 
grammes," a Foreign Ministry official says. 
^We have suggested that they open facili- 
ties to inspection by neutral countries." In 
[India's case, he adds, the Japanese Govern- 
ment has "left some homework" for New 
Delhi to complete prior to the next round 
of consultations, though he would not be 
any more specific. 

Japanese diplomats say that the other 
element of their initiative designed to build 
trust is the convocation of multilateral talks 
among India, Pakistan, China and other 
interested parties. They are taking care, 
however, not to specifically support last 
year's "five power" initiative by Islamabad 
which sought to bring Russia, China, the 
US, India and Pakistan together for talks 
designed to defuse regional tensions. 

It is here that Tokyo's gambit appears 
to be particularly noteworthy. A major bar- 
rier to India, and hence Pakistan's, acces- 
sion to the NPT has been China's unwill- 
ingness to forgo use of its nuclear capabil- 
ity in the region. “The whole world cannot 
get India and Pakistan to give up the nu- 
clear option without China giving up the 
option," Bajpai says. 

Japan hopes that China would be will- 
ing to enter into talks with India and Paki- 
stan on a regional security arrangement in 
which a “no-use” commitment would be 
made. The caveat, though, is that Peking 
would refuse to enter into discussions if 
any other elements of its nuclear pro- 
gramme — from the programme's scope 
to modernisation of its nuclear facilities — 
were to come under scrutiny. 

“China is worrying about other coun- 
tries using such a forum to put pressure on 
it to curtail its nuclear programme," ex- 
plains a Foreign Ministry official. “If only 
security arrangements or non-use of the 
nuclear option were discussed, China 
could accept that.” Whether India would 
respond favourably to a Chinese non-use 
commitment is more doubtful. 

Officials in Tokyo say they have no illu- 
sions about the time it will take to get such 
talks under way, but it remains unclear just 
how far Japan is prepared to go to use its 
aid leverage to achieve its goals. 

Japan is the largest donor to South Asia, 
with 17.4% — or US$1.6 billion — of its 
bilateral overseas aid budget in fiscal 1991 
going to the region. In the past, Tokyo has 
been reluctant to curtail or cut aid except 
in the event of a clear cut crisis, such as the 
Burmese military junta’s massacre of stu- 
dents in 1989 or the Tiananmen massacre 
in China that same year. a 
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PAKISTAN 


The Showdown Begins 


President corners the prime minister in power struggle 


By Salamat Ali in Islamabad 


hen the president of a country is 
Ws at odds with his prime 

minister, the nation's politics can- 
not but be unsettled. In the case of 
Pakistan, it has put the survival of Prime 
Minister Nawaz Sharif's government in 
doubt. 

The rivalry between Sharif and Presi- 
dent Ghulam Ishaq Khan, which has been 
building for some time, came to the fore in 
late February when the prime minister 
made the first moves to amend the consti- 
tution which is heavily weighted in favour 
of the president. At issue were the discre- 
tionary powers under which the president 
could dissolve parliament and dismiss the 
prime minister. 

The major opposition parties 
had for long advocated the repeal 
of these powers and the reassertion 
of parliamentary supremacy. And 
with Ishaq Khan due to face re-elec- 
tion later this year, Sharif thought a 
titular presidency would suit his 
coalition regime well. But the prime 
minister ignored the weaknesses in 
his own bailiwick. His coalition — 
the Islamic Democratic Alliance — 
had been plagued by defections 
since last year and his own Muslim 
League party was not united be- 
hind him. He also misjudged the 
president's ability to manipulate 
MPs and cabinet ministers. 

Now Sharif finds that he is un- 
likely to muster the two-thirds majority 
needed to amend the constitution. With 
Ishaq Khan's loyalists deserting his gov- 
ernment, Sharif has begun to sue for peace. 
But the president is unmoved. 

Not that Sharif was sure of a two-thirds 
majority when he moved to clip the presi- 
dent’s wings. Since last year, his major coa- 
lition partners — the ethnic-based Muhajir 
Qaumi Movement, the fundamentalist 
Jamaate Islami and the National People’s 
Party of ex-premier Ghulam Mustafa Jatoi 
— have deserted him for one reason or the 
other. But Sharif could still muster a sim- 
ple majority in parliament with the help of 
some minor parties. 

Assuming the opposition Pakistan Peo- 
ple's Party (PPP) would support the consti- 
tutional amendment, Sharif took the gam- 
ble to put pressure on Ishaq Khan. Al- 
though PPP leader Benazir Bhutto's govern- 
ment was dismissed by Ishaq Khan in 1990, 
the party has apparently decided to wait 
out the tussle between the president and 
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the prime minister. Meanwhile, the presi- 
dent's loyalists in Sharifs own Muslim 
League party have been undercutting the 
prime minister. 

Sharif heads the Punjab provincial 
chapter of the Muslim League and had 
been aiming to take over the party helm at 
the national level. When party president 
M. K. Junejo died in late March, Sharif saw 
his opportunity. He swiftly summoned a 
meeting of his cabinet colleagues from the 
Muslim League, dubbed it à conclave of 
party elders and got himself endorsed as 
the preferred candidate to head the party. 
This caused an outcry from Ishaq Khan's 
supporter and other Muslim Leaguers who 
want to side with the winner at any cost — 
meaning Ishaq Khan himself. 

Sharif's attempt to grab the party presi- 





Sharif's power play upset his cabinet ministers. 


dency provoked several resignations from 
the cabinet in early April. The tally so far: 
two ministers, one adviser with ministerial 
rank, two junior ministers and three parlia- 
mentary secretaries. The pro-Ishaq Khan 
lobby was working elsewhere too. On 2 
April, Mir Afzal Khan — the chief minister 
of the North-West Frontier Province and a 
close ally of Ishaq Khan — sacked his fi- 
nance minister who had been lobbying for 
Sharif within the Muslim League. 

More significantly, all the 14 MPs from 
the northern tribal areas — which are 
governed by the president — declared their 
joint support for Ishaq Khan. Several other 
Muslim League MPs let it be known that 
they too were ready to resign, but were 
only waiting for a nod from Ishaq Khan. 

The ministerial resignations and the 
Muslim League troubles erupted when 
Sharif was on a brief European trip which 
ended on 3 April. During his absence the 
Sharif camp made some unsuccessful over- 
tures to the president's loyalists. On his re- 
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turn, Sharif himself declared that he had 
no differences with the president. But po- 
litical insiders point out that the president's 
anti-Sharif campaign is being orchestrated 
on two levels. First, Hamid Nasir Chattha, 
who resigned as the planning minister, 
wants to take over as prime minister with- 
out dissolving parliament. Chattha called 
on the president immediately before and 
after his resignation. 

Second, former premier Jatoi and 
Balakh Sher Mazari, a dissident MP, are 
both working for the dissolution of parlia- 
ment so that one of them can become care- 
taker prime minister. 

Chattha has been telling MPs that the 
only way to prevent parliament from be- 
ing dissolved is to ditch Sharif. On 1 April 
he said that his two objectives were to oust 
Sharif as premier and block his chance of 
heading the Muslim League. He added 
bluntly that the conflict between the presi- 
dent and premier was welcome if it helped 
his cause. 

Aware of the vulnerability of their own 
man, Sharif's aides tried desperately to pla- 
cate Ishq Khan by proposing him as the 
party's candidate in the next presi- 
dential election. They also hinted 
that they would not proceed with 
the constitutional amendment if the 
president were to allow Sharif to 
take over the Muslim League. But 
they met with a silent rebuff from 
the president. 

For his part, Sharif called on the 
president on 4 April and renewed 
his aides' proposals, but was told 
by Ishaq Khan that he had not yet 
made up his mind whether to seek 
a second term. This is seen by 
observers as yet another rebuff. All 
the same, Sharif's cabinet later 
announced that it had adopted 
Ishaq Khan as the Muslim League 
candidate for the presidential poll in No- 
vember. This raised the question of 
whether a coalition cabinet can decide the 
presidential choice of one of its component 
parties. 

While Ishaq Khan's supporters gloat 
over the repeated humiliation of Sharif, the 
president himself has not given any hints 
of his immediate course of action. With the 
Sharif camp in disarray, he can at any time 
before November dissolve parliament, ap- 
point a caretake prime minister of his 
choice and call for fresh elections. 

While the constitution stipulates that 
elections should be held within 90 days 
after parliament is dissolved, it also lays 
down that electoral rolls should be based 
on the national census held every 10 years. 
The last census in Pakistan was conducted 
over 12 years ago. So the president would 
need to hold a census before he calls fresh 
elections. Nevertheless, the president holds 
most of the cards in the power game and 
he can play them as he chooses. E 
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JAPAN 

Watanabe Resigns 

Almost six weeks after he was 
admitted to hospital, Foreign 
Minister Michio Watanabe has 
resigned. The 69-year-old 
leader of one of the ruling 
Liberal Democratic Party's 
(LDP) largest factions is 
rumoured to have cancer. 
Viewed as the most likely 
candidate to succeed Kiichi 
Miyazawa as prime minister, 
Watanabe's departure further 
complicates the political 
struggle within the LDP. His 
resignation had become a 
matter of urgency given 
Japan's role as host of a 
meeting of G7 foreign and 
finance ministers on 14-15 
April. Miyazawa offered 
Watanabe's position to former 
finance minister Tsutomu 
Hata, but the dissident reform 
faction leader refused. Kabun 
Muto, former minister of 
international trade and 
industry, was eventually 
named to the job. Muto, 66, 
hails from the same LDP faction 
as Watanabe. 


Lee recovers from cancer. 


SINGAPORE 


Lee on the Mend 

Deputy Prime Minister Lee 
Hsien Loong has been 
pronounced in full remission 
from cancer. The 


announcement was made on 1 
April after Lee — diagnosed 
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Watanabe's exit raises concern. 


with intermediate grade 
malignant lymphoma last 
November — completed six 
rounds of chemotherapy. 
Although doctors pronounced 
the 41-year-old son of former 
prime minister Lee Kuan Yew 
able to return to "full normal 
activity," Prime Minister Goh 
Chok Tong said Lee will not 
resume his duties as minister 
of trade and industry soon. 


PAKISTAN 


Drugs and Dividends 


The US State Department says 
Pakistan is one of the world's 
largest heroin producers. The 
charge — made in the 
department's international 
narcotics control strategy 
report — claims Pakistan 
produces 70 tonnes of heroin 
per year, exporting 20 tonnes. 
Although the report did not 
mention any suspected 
traffickers by name, a CIA 
document published in 
Western newspapers and 
reprinted in Pakistan alleges 
that Prime Minister Nawaz 
Sharif's brother-in-law Sohail 
Zia Butt and Sharif's unofficial 
adviser Haji Iqbal Butt are 
among those involved. The CIA 
report also refers to officials of 
Interservices Intelligence 
Agency as among the 
traffickers. According to the 
report, the agency's drug 
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profits were used to fund 
operations abroad. 


SOUTH KOREA 
More Generals Fired 


President Kim Young Sam has 
dismissed another two 
generals. Holding to his 
promise to keep the army out 
of politics, Kim on 2 April 
fired Lieut-Gen. Ahn Byong 
Ho and Lieut-Gen. Kim 
Hyung Sun. Relieved eight 
months ahead of their regular 
rotation, the Capital Defence 
and Special Warfare 
commanders were replaced 
with generals considered more 
“professional.” A Kim 
spokesman described the 
change as an "exercise of 
presidential executive 
authority," hinting that the 
move may have been 
politically motivated. It follows 
the similar removal of two 
other generals on 8 March. 


INDIA 
Brokering with Burma 


India and Burma have agreed 
to cooperate on some border 
issues. The arrangements — 
which call for collaboration on 
suppressing separatist 
movements and drug 
traffickers along common 
borders — were signed during 
a surprise visit to Rangoon on 
28-31 March by Indian Foreign 
Secretary J. N. Dixit. During 
the trip, the first by a high- 
ranking Indian official since 
the Burmese army's 
crackdown on pro-democracy 
demonstrations in 1988, Dixit 
met with Lieut-Gen. Khin 
Nyunt and several other senior 
figures in the ruling junta. The 
visit seems to have been aimed 
at increasing India’s political 
and trade profile in Burma at a 
time when New Delhi sees 
signs of political shifts and 
rising Chinese influence. 


Court Judgments Hurt Rao 


Two court judgments have 
complicated the political 
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outlook for Prime Minister P. 
V. Narasimha Rao, On 2 April, 
the Madhya Pradesh High 
Court ruled as invalid New 
Delhi's 15 December dismissal 
of the Bharatiya Janata Party 
(BJP) state government 
following the demolition of 
the Ayodhya mosque by BJP 
supporters on 6 December. 
While the decision was 
immediately appealed to the 
Supreme Court, it will 
increase pressure on Rao to 
call early elections in Madhya 
Pradesh and the three other 
states where BJP governments 
were dismissed. This will 
involve nearly a third of 
India’s population in 
elections, effectively 
amounting to a popular 
verdict on Rao’s Congress 
government. In another 
judgment, the Bombay High 
Court found Maharashtra 
Chief Minister Sharad Pawar 
guilty of “corrupt practices” 
under the Electoral Law. 
Pawar, who recently 

emerged as a key Rao 
supporter, was accused of 
having carried out the 
“character assassination” of a 
political rival in 1991. If 
Pawar's appeal is rejected, he 
would be barred from elected 
office for six years. 


Global deaths from 
injuries, poisonings 












and violence (Female) 
Motor-vehicle 
accidents 22.2 spar 
Poisonings | 
64 3.4 
Suicide 
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Other 
accidents 
19.4 


Source; World Health Organisation 
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SIEMENS 


The all-in-one solution 
for Power and Automation systems 





Manufacturing industries cannot function without a 
vast range of sophisticated electrical and 
electronic products and systems. 


Energy requirements have to be satisfied, power 
has to be distributed and controlled safely and 
efficiently, production processes have to be 
managed and monitored, individual systems have 
to be combined to functional networks, they have 
to be integrated to form one smooth-running 
production complex. 


Siemens is one of the few companies able to 
provide just about every electrical product or 
system required for the demanding operating 
conditions of such complex industrial plants. Our 
wide-ranging engineering capabilities and 
extensive international experience enables us to 
advise and assist our customers from project 
planning to commissioning. 





Being able to understand the specific requirements 
of our customers enables us to provide integrated 
systems solutions, to eliminate interface problems, 
to act as main contractor for the entire electrical 
and electronic side of a project and to hand over 
turnkey installations on time. 


Talk to us to find out more about Siemens systems 
Capabilities for integrated solutions. 


Siemens (Pte) Ltd Siemens offices in: 
MCS Bangkok, Beijing, 
151 Lorong Chuan Brunei, Hong Kong, 
03-01 New Tech Park Hanoi, Jakarta, Kuala 
Singapore 1955 Lumpur, Manila, 

Tel. (65) 2843911 Seoul, Singapore, 
Fax. (65) 2845733 Taipei and Tokyo 


Industrial automation 
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The Moors were a race of nomads, until they came to Spain. 





Imagine a quiet corner in Granada’s Alhambra, as the shadows lengthen across the ancient stones. 
Time stands still e And so it is in countless courtyards and squares in other cities of the region. 
In Seville, first city of the South. In Cordoba, home of the noblest mosque ever constructed 
- Meanwhile, back in-the-20th century. Andalucia enjoys an infrastructure the envy of less 
historical parts of Europe. Witness the organizational flair that made Seville such a successful 
host to the world during Expo 92 + But close your eyes to progress for awhile. Within 
the walls ofethe ecitadéhthe stately pleasures of a bygone age hold sway * Little wonder 


the Moors lingered for eight centuries. x 
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Closing the Floodgates 


New Delhi rejects a World Bank loan to build a dam 





or a government that is constantly 
' called a slave of international lend- 
W ing agencies by opposition parties, it 
must feel good to knock back a World 
Bank loan. In an unexpected move on 30 
March, New Delhi told the Bank to keep 
the remaining US$170 million of a US$450 
million loan to construct one of the world's 
largest power and irrigation systems. 

First designed in the 1950s as part of 
Jawarharlal Nehru's vision of a developed 
India, the plan is to harness the Narmada 
River in western India by building a series 






River of 





been something else. The decision was 
made just prior to the 31 March World 
Bank deadline set for a progress report. 
Although Indian authorities had begun 
work on reaching the benchmarks — set 
last October — by early March they were 
well behind schedule. In short, the loan re- 
fusal was forced by necessity. 

Trying to put a brave face on the situa- 
tion, Shukla emphasised that the World 
Bank funds accounted for only a minor 
fraction of the project’s total cost and that 
New Delhi will make up the US$170 mil- 
lion on its own. That, however, may be 
easier said than done. In the 1992-93 fiscal 
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of dams and canals in its basin. The first of 
these dams is the Sardar Sarovar project 
which — if completed — will stand 455 
feet high, submerge 37,000 hectares of land 
and displace up to 250,000 people. The 
US$4 billion venture will feed a capacity 
trunk line that flows 450 kilometres from 
Madhya Praesh state towards Gujarat and 
Rajasthan. 

So what caused New Delhi — which is 
short on cash for the project — to refuse 
the remaining US$170 million? At the cen- 
tre of the issue are World Bank "bench- 
marks," or conditions, that Indian officials 
say infringe on thé country's dignity as an 
independent nation. 

Although Water Resources Minister 
V. C. Shukla says that New Delhi will 
maintain and even exceed the standards 
set by the Bank, foreign diplomats seem to 
disagree. They say the government's deci- 
sion looked like an attempt to evade de- 
tailed administrative work on social and 
environmental concerns connected to the 
project. Such perceptions might, in turn, 
affect the mindset of lenders and aid do- 
nors, making it difficult for Indian officials 
to secure funding for a host of unrelated 
programmes. 

While New Delhi maintains that the 
issue was a matter of "dignity," there are 
‘indications that the real reason might have 
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year that ended last 
month, the government 
found only Rs 3 billion 
(US$95.3 million) of the 
Rs 8 billion that had been 
built into long-term fund- 
ing plans for the project. 

But the scheme faces 
non-economic obstacles as well. Over the 
past decade, the project has come under 
mounting criticism from environmentalists 
who charge it will submerge forest and 
farmland, disrupt downstream fisheries, 
cause possible waterlogging and salination 
along canals and increase the danger of in- 
sect-borne diseases. The project's propo- 
nents, however, claim the land is already 
greatly degraded and deforested and that 
many of the other concerns are either con- 
jecture or manageable. 

More contentious is the issue of displac- 
ing up to one quarter of a million villagers, 
many of whom belong to small tribal com- 
munities. With the question of compensa- 
tion yet to be resolved, the matter has led 
to several protest marches and sit-ins by a 
coalition called the Narmada Bachao 
Andolan (Save the Narmada Movement). 

Taken together, these controversies led 
the World Bank to take the unusual step of 
appointing an outside assessment team in 
199] to review the scheme. In its report, 
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released last June, the group's chairman — ©. 
former UN Development Programme chief. 
Bradford Morse — wrote: "It seems clea 
that engineering and economic imperat 
have driven the project to the exclusioi 
human and environmental concern 
Morse recommended the Bank "step back' 
from the programme. i 

Acting accordingly, Bank official: 
agreed to continue funding only if India - 
moved to remedy those aspects of the pro- 
gramme raised by Morse including: the. 
impacts of shifting tribal people to non-tra 
ditional areas; the replacement land for dis- 
placed people, and the effect of changed. 
water flows on the Narmada estuary fish- 
DNE us 
But the anti-dam coalition also has other : 
concerns. It doubts the economics of the. 
project, questioning whether it will yield a 
pay-off that outweighs the sacrifices. New 
Delhi and the World Bank say the Sardar - 
Sarovar scheme will supply household. 
water to some 30 million people and sup- 
port irrigated agriculture that will feed 20. 
million people. | 

Environmental activist Ashish Kothari 
does not agree. He thinks the proposed 
canal system will simply send more water. 
to the already fertile areas of Gujarat, 
where rich farmers will switch from grain 
to high-yield crops like sugar cane. "Sardar 
Sarovar will further split Gujarat into small 
areas of prosperity with other areas become | 
ing even more deprived of funds” 
he says. 

The exit of the World Bank, he 
adds, will be a "breakthrough" for = 
the dam opponents. Noting that 
“apart from the funding, the World . 
Bank lent credibility to the project" 
he says while some "leverage" 
against the government has beenlost ^ 
on side-issues like resettlement and 
environmental impact, the Bank had __ 
not questioned whether the project should © 
be continued at all. Pm 

Because about Rs 20 billion out of the 
Rs 130 billion total estimated cost has al- .- 
ready been spent, the government argues. 
that stopping the project would be too 
wasteful. But critics like Kothari argue that- 
the final cost could exceed Rs 240 billion; 
and that eventual losses could be much 
greater than writing off the work already. 
done. The main dam is now about half. 
built, and turbines for its power plant have 
been ordered, but only a small start has. 
been made on the canal system. | 

The rapid rise of the dam means that 
New Delhi may soon have to steel itself to- 
some physical confrontations that will in- 
evitably be televised around the world. The. 
coming monsoon in June will start backing 
water up behind the dam, Kothari says that. 
even if rainfall is normal, four villages will 
be affected by flooding, adding that despite 
the warning, 22,000 households have 
vowed to stay put. m 
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Asia sticks to its view of 
human rights 








By Gordon Fairclough in Bangkok 
T hai Prime Minister Chuan Leekpai's 








opening address to Asia's first re- 

gional human-rights conference per- 
fectly captured the ambiguity inherent in 
the continent's view of human rights. 

“There is only one set of fundamental 
human rights for whatever part of the 
world,” Chuan proclaimed on 29 March. 
But, he noted, it is only natural that the 
implementation of these rights should 
“vary because of differences in socio-eco- 
nomic, historical [and] 
cultural backgrounds.” 

Five days of haggling 
later, delegates from 40 
countries stretching from 
the Middle East to the 
South Pacific reached a 
consensus that returned 
to this vague position. 

In addition to saying 
that human rights must 
be considered in the con- 
text of a country’s back- 
ground, the 30-point 
Bangkok Declaration also 
placed great emphasis on 
adherence to non-inter- 
ference in the internal af- 
fairs of states. 

The declaration will 
be considered along with others from 
similar meetings in Africa and Latin 
America when the UN seeks to re-examine 
the way it views human rights during a 
global conference to be held in Vienna in 
June. 

Japan, while acceding to the Bangkok 
statement, voiced serious reservations 
about its content during the last session of 
the conference. The head of the Japanese 
delegation, Seichiro Otsuka, reiterated his 
government's stance that expressions of 
concern about human-rights violations do 
not constitute interference in a nation’s in- 
ternal affairs. 

Otsuka also said that Japan, the world’s 
largest foreign aid donor, would not agree 
to a clause in the declaration critical of ef- 
forts to link development assistance to a 
country’s human-rights performance. 

Although human-rights groups and 
Western observers at the talks said the out- 
come was better than expected, they re- 


rights talks. 





Chuan sets the tone for human- 


mained disappointed nonetheless. Sivarasa | SINGAPORE 


Rasiah of the human-rights group Suara 
Rakyat Malaysia dismissed the govern- 
ments’ appeal to “cultural relativism” as 
an effort “to justify deviation from interna- 
tional norms.” 

Many of the Asian governments repre- 
sented say they share a vision of human 
rights that places economic growth and 
community development ahead of indi- 
vidual freedoms. As the representative 
from Indonesia put it, “we do not hold an 
individualistic view of human rights for we 
cannot disregard the interest of society, 
state and nation.” 


| 
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Academic 
Issue 


Opposition politician 


Delegates also made it clear that the | 


West does not speak for the world when it 
comes to human rights. “Asian countries 
with their own norms and standards of 
human rights should not be dictated [to] 
by a group of other countries who are far 
distant geographically, politically, eco- 
nomically and socially,” said U Win Mra, 
the Burmese representative. 

Asian governments are among the most 
maligned by Western nations for their 
human-rights records. 
China, Burma and Iran 
— whose chief delegate 
headed the committee 
drafting the declaration 
— have received special 
scrutiny. Similarly, the re- 
gion as a whole has 
lagged behind in the rati- 
fication of UN human- 
rights treaties. 

But the increasingly 
vocal role of non-govern- 
mental advocacy organi- 
sations in the interna- 
tional human rights de- 
bate may change the sta- 
tus quo. More than 100 
human-rights groups at- 
tended the Bangkok con- 
ference, working in concert to present their 
views to the governments. 

These organisations were well received 
by, among others, Thailand, the Philip- 
pines and Japan. Japan, however, came 
under attack from its Asian neighbours for 
being too Western in its approach. 
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Chief among Japan's opponents was | 


China. Diplomats say that a consensus was 








reached thanks largely to the solidarity of | 


delegates from Asean, who formed a 
bridge between Japan and countries such 
as China, Burma and Iran. 

Two member nations of the Asian re- 
gion which were not represented in the 
negotiating sessions were Australia and 
New Zealand. Both states were excluded 
from the meeting by pressure from Middle 


Eastern countries. Until Canberra and Wel- | 


lington decided to withdraw, there had 
been talk of moving the conference to Te- 
heran in an effort to keep them from par- 
ticipating. a 
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sacked from university job 


n academic who ran against Singa- 
Ae Prime Minister Goh Chok 

Tong in a by-election last December 
has been dismissed by the National Uni- 
versity for what it claims was his “dishon- 
est conduct.” 

But Dr Chee Soon Juan, 30, who teaches 
neuropsychology at the university and also 
serves as the assistant secretary-general of 
the Singapore Democratic Party (SDP) — 
the country’s main opposition party — be- 
lieves the dismissal was politically moti- 
vated. 

Chee started a hunger strike on 5 April 
saying that he will continue with it until 
the university retracts its accusation that 
he had acted dishonestly. 

The main charge made by the univer- 
sity against Chee was that he used 5$226 
(US$138) out of his research grant to cou- 
rier his wife’s doctorate thesis to a US uni- 
versity in September 1992. Chee claims his 
wife’s work was relevant to his research 
and he was therefore justified in using the 
money from the research grant. 

In an 18 March letter to Chee, the uni- 
versity’s Director of Personnel J. J. Issac 
said that “the members of the dissertation 
committee for your wife's PhD had noth- 
ing to do with your research. They were 
not concerned with incorporating your 
wife’s research results into your work. 
Therefore, this claim that it was for incor- 
poration into your research was not hon- 
est.” 

Chee has been teaching neuropsy- 
chology at the university's Department of 
Social Work and Psychology for the past 
three years and his contract was due for 
review in August. But on 17 March the 
university informed Chee that his contract 
would not be renewed and gave him three 
months’ notice. Chee appealed the deci- 
sion, but was told on 30 March that it had 
been turned down. 

Earlier last month Chee had engaged in 
an exchange of letters in the local press 
with the ruling People’s Action Party (PAP) 
about whether the government had taken 
adequate care of Singapore’s poorer citi- 
zens. 

Chee's position that the government 
was neglecting the poor was criticised by 
the PAP leadership as being an example of 
the “politics of envy" that could lead to 
economic ruin. m N. Balakrishnan 
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Young Contenders 


Umno leaders manoeuvre ahead of party conference 


By Michael Vatikiotis in Kuala Lumpur 
O pen houses held by Malaysian poli- 

ticians during the Muslim holiday 

marking the end of Ramadan are 
usually just an occasion for social small 
talk. But for those munching fried noodles 
and sipping cola in Finance Minister Datuk 
Seri Anwar Ibrahim's tented forecourt this 
year there was an added attraction: a 
chance to greet the hottest contestant in this 
year's ruling party elections. 

As Anwar spent all day and most of the 
night greeting everyone from neighbours 
to cabinet ministers and corporate execu- 
tives, he did his best to fend off the politi- 
cal speculation. “The elections are still far 
off,” he said with a smile 
while posing with child- 
ren for the press or em- 
bracing another erstwhile 
foe turned ally. "[It's] too 
early to say." 

Elections for top posts 
in the ruling United 
Malays National Organi- 
sation (Umno) are sche- 
duled for 4 November. 
But though outwardly 
just a party affair, this 
election is considered the 
most important political 
contest in recent history. 
That is because those 
who clinch the three vice- 
presidential posts will be 
viewed as likely succes- 
sors to the current na- 
tional leadership. Umno 
presidents typically serve 
as prime minister while 
deputy presidents become deputy prime 
minister. 

Leading the race — according to the 
Umno-dominated media — is Anwar. The 
45 year-old Penang-born politician is not 
expected to shift from his present position 
as leading vice-president — he won the 
most votes in the 1990 contest — but the 
key to his chances of succeeding Prime 
Minister Datuk Seri Mahathir Mohamad 
will be who wins the other two posts. 

Although Anwar could opt to directly 
challenge current Deputy Prime Minister 
Ghafar Baba this year, a less drastic sce- 
nario has him seeking to oust incumbent 
Vice-Presidents Datuk Abdullah Badawi — 
who also serves foreign minister — and 
Agriculture Minister, Datuk Seri Sanusi 
Junid. Both men are considered Anwar's 
political rivals. If replaced by more junior 
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players, Anwar's rise to eventual pre-emi- 
nence will be far more secure. 

According to Umno sources, this ex- 
plains why the Chief Minister of Selangor, 
Tan Sri Muhammad Taib, has entered the 
race as a candidate for vice-president. A 
known supporter of Anwar, the 48 year- 
old former teacher recently issued a veiled 
attack on Badawi in which he cited the lat- 
ter's former association with the Umno 
splinter group that eventually became the 
Semanga '46 opposition party. 

Another suspected Anwar ally is Johor 
Chief Minister, Tan Sri Muhyiddin Yassin. 
A former federal minister who ran an un- 
successful campaign for vice-president in 
1990, Muhyiddin, 46, is believed to be close 





Anwar, Mahathir, Ghafar and Badawi. 


to declaring he will run again. But even his 
supporters admit that Muhyiddin's main 
problem is a fractured party base in Johor, 
where he has been harried by the influence 
of former deputy prime minister Datuk 
Musa Hitam who fell out with Mahathir in 
1986 and now lurks in the wings, some say 
waiting for an opportunity to make a 
comeback. 

Still, each Anwar supporter has his 
strengths. Taib runs one of the richest states 
in Malaysia, while Muhyiddin's national 
profile grew after his handling of this 
year's royalty issue in which the govern- 
ment successfully stripped the country's 
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hereditary rulers of their legal immunity. 

If both men succeed, Anwar's path to 
the top could be cleared without having to 
challenge Ghafar. "This is the best-case sce- 
nario," says an Umno MP. 

But less optimistic scenarios also 
abound. With the high stakes contest this 
year, there are fears that a debilitating split 
within the party could shake Umno unity. 

This worry has been heightened by the 
long run up to the election. Although both 
sides deny it, two clear camps have 
emerged. Opposing Anwar and his allies 
are Badawi and Sanusi, both of whom have 
rallied around Ghafar. As deputy prime 
minister, Ghafar is in the pole position to 
succeed Mahathir according to party con- 
vention. 

But Ghafar, 67, is roughly the same age 
as Mahathir, and many see him at best as 
an interim successor should Mahathir leave 
office in the next five years. Ghafar's ap- 
peal in part is born of his more traditional 
style of consensus politics which has at- 
tracted the older and more conservative 
members within Umno. 

By contrast, Anwar 
has appealed to a brash- 
er, younger audience. 
His stints as education 
minister and now finance 
minister have brought 
him into contact with 
young intellectuals — in- 
cluding those in media 
and business — and 
given him access to 
needed funds. An earlier 
association with the 
Muslim Youth move- 
ment, Abim, further es- 
tablished a network in 
the Islamic activist com- 
munity. 

The Islamic connec- 
tion may help at the 
grassroots level, but in 
this campaign the con- 
sensus is that Anwar's 
biggest advantage over his rivals is the 
influence he appears to have over the 
mainstream media. Although Anwar de- 
nies benefiting from the recent manage- 
ment buy out of the New Straits Times 
Press, the belief in the opposing camp is 
that the press gives him more favourable 
coverage. 

Anwar's style and political outlook has 
also generated a firm belief in some quar- 
ters that Mahathir somehow favours him, 
and may even be quietly helping him rise 
through Umno's hierarchy. But those close 
to Mahathir believe this unlikely, as well 
as dangerous, since it would be an invita- 
tion to split the party. "Most likely this is 
what the Anwar camp would like people 
to believe," one observer said. 

Even if he has a preference, outwardly 
Mahathir has remained scrupulously neu- 
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tral, maintaining at last year's Umno as- 
sembly that party convention would be fol- 
lowed in the event of succession. “He 
needs Ghafar, he uses him; he needs An- 
war, he uses him,” commented one vet- 
eran political analyst, summing up Maha- 
thir's style of managing the party. 

Neither should the possibility that An- 
war can be thwarted be ruled out. Umno- 
watchers point out that Badawi was a rank 
outsider in the 1990 contest when the party 
grassroots — ignoring the wishes of the 
leadership — voted him in. Badawi com- 
mands strength in the middle ground of 
Umno, and is also from Penang, which 
could upset Anwar's home base strength. 
As one analyst concluded, Badawi "has no 
real enemies, only people who have other 
priorities." 

For his part, Sanusi may be the most 
vulnerable target. But some political ob- 
servers point out that he is a consummate 
campaigner, has strong backing in his 
home state of Kedah, and has the greatest 
ability of all Umno politicians to pull votes 
out of a hat. Although he has steadily 
slipped down the party hierarchy since the 
late 1980s, Sanusi is believed to want to 
cling to his post. “He wants to be in a posi- 
tion to check Anwar, whom he never 
wants to see climb to the top," said a 
former Umno MP. 

The campaign is still in its early days, 
and other potential candidates are said to 
be testing the water. One possible con- 
tender is Umno Youth chief and Defence 
Minister Datuk Seri Najib Razak whose 
factional affiliation is thought to be closer 
to Anwar. If Najib stands and wins, the 
power equation would become more 
complex, especially because many political 
analysts feel he can also work with Ghafar. 

What if the contest spirals out of con- 
trol? That is something Mahathir has 
thought about and taken efforts to prevent. 
As early as mid-1992 the prime minister 
warned his aspiring party lieutenants not 
to let ambition stand in the way of party 
unity. Potentially volatile division-level 
elections were postponed to September this 
year because of rising political tempera- 
tures. Tighter ground rules have also been 
imposed on candidates. 

Nonetheless, there are those who see an 
early general election called before the 
Umno assembly in November as the only 
escape route should the party be threat- 
ened with another split. “A big Umno fight 
is very destabilising, so this could make 
holding elections in 1994 [after the assem- 
bly] a tricky exercise," says a senior Umno 
leader. 

Although it would be unusual to go to 
the polls barely halfway through the five- 
year term, Mahathir does have room for 
this option. Umno branch and divisional 
elections will be over by the end of Sep- 
tember; Mahathir has not scheduled any 
further overseas trips after August. & 
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Perks of the Soil 


Portuguese descendants aspire for bumiputra status 





By Michael Vatikiotis in Malacca 
T he gently lapping waters of the bay, 








the fishermen lolling in the midday 

shade with their boats pulled over to 
the beach would not be out of place in a 
sleepy south European fishing village. Not 
far wrong. For in this quiet corner of Ma- 
lacca on Malaysia’s west coast, the fisher- 
men claim descent from that area of the 
world. 

They came as conquerors almost 500 
years ago. Today the descendants of the 
Portuguese who stormed Malacca in 1511 
and inaugurated the European colonial age 
in Southeast Asia are im- 
poverished fishermen — 
low on the communal to- 
tem pole. “They call us 
gerago — the shrimp they 
use to make belacan 
[shimp pastel,” says 
Gerard Fernandis, who 
lives in what is known as 
the Portuguese settle- 
ment. Now almost half a 
millennium later, the few 
thousand ethnic-Portu- 
guese are hoping the gov- 
ernment will grant them 
indigenous status, as 
bumiputras, or sons of the 
soil. 

As a first step, the 
community has applied 
for membership of the 
ruling United Malays National Organisa- 
tion (Umno). The move is going to be con- 
troversial because the Portuguese are 
Catholics, while Umno is traditionally à 
staunchly Malay and Muslim party. 

Non-Malay Christian bumiputras have 
joined the party in the East Malaysian state 
of Sabah, and Thai Buddhists have voted 
for Umno in the northern state of Kedah, 
but the Portuguese would be the first 
Christians to be accepted by Umno in the 
peninsular Malay heartland — a move 
which could herald a longer-term trend 
towards the de-racialisation of Malaysian 
politics. 

The prospect has galvanised the Portu- 
guese. The head of their community in 
Malacca, given the title “Regedor” is 
Michael Young — whose grandfather was 
a British official. He counts around 1,000 
residing in the settlement, another 1,700 liv- 
ing in the state of Malacca and a further 
15,000 of Portuguese descent scattered 
around the country. “It is important for us 
to be given bumiputra status because we 
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Young: we're sons of the soil, 
too. 


feel we are also sons of the soil, having 
been here for 500 years,” he told the 
REVIEW. 

Young admits that the economic bene- 
fits of bumiputra status outweigh his com- 
munity’s interest in playing politics. About 
half the community continues to eke out a 
meagre living from the sea, he says. As 
bumiputras get financial, employment and 
educational privileges, "We would defi- 
nitely shoot up the social scale,” says 
Fernandis. 

The Portuguese, also known as Kristang 
— which describes the archaic Portuguese 
dialect they still speak — have been adrift 
in modern Malaysia's 
plural society. The an- 
guish is acutely felt by 
Fernandis, who studied 
for three years in Portu- 
gal. “I feel our lives are 
closer to Malay culture 
than to Portuguese," he 
insists. 

The folk dances, gui- 
tar-playing and Portu- 
guese costumes which en- 
tertain the tourists today 
were introduced by Por- 
tuguese missionaries in 
the 1950s, Fernandis ob- 
serves cynically. His fa- 
ther, Lionel, proudly 
shows a wedding portrait 
from the 1930s. The bride- 
groom sports a Latin 
moustache and European suit. It could 
have been taken in Sao Paulo or Lisbon. 
But the bride wears a native Malay sarong. 
“The only non-Malay custom is the white 
the bride wears which denotes purity in 
the Catholic faith," he says. 

Fernandis refers frequently to the Malay 
aspects of their Creolised culture. ^The Por- 
tuguese came here and intermarried lo- 
cally," he says. The Kristang dialect, he ar- 
gues, is really just a form of Malay using 
Portuguese words; the grammar bears 
more relation to Malay than a Latin-based 
language. Young is proud of the fact that 
many basic words used in modern Malay 
are of Portuguese origin. "We have served 
this country well; some 200 of us fought 
against the Japanese in the last war,” he 
adds. 

Their strong Catholic faith has kept the 
Portuguese from completely disappearing 
as a minority. A little over a century after 
taking Malacca, the Dutch seized this im- 
portant trading port and drove the Portu- 
guese into the hills. There they married 
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assive infrastructure spending is now a necessity for 

Asian countries wishing to sustain their current fast 
paced growth. Raising money for transportation, 
telecommunications, healthcare and other public works 
projects will require support from active bond markets. 
Last year's Dragon Bond issues received widespread media 
attention and raised over S600 million. Yen-denominated 
Asian bonds due out thís year are already generating high 
expectations, Even in those Asian countries with relatively 
undeveloped bond markets, policy makers are now promoting 
the growth of debt securities markets, as evidenced. by the 
recent creation of regional securities commissions, 
The ICC, as the world business organisation, has therefore 
decided to encourage these developments by hosting a 
high-level international conference in cooperation with 
several of the world's foremost financial firms and interna- 
tional organisations. 
Some ofthe most important questions that will be addressed 
by these key decision-makers include: 

y Enlarging the number of bond issues 

y Expanding the supply of capital from investors 

v Promoting participation in the secondary markets 

v Creating an efficient clearing and settlement 
process for the South East Asian debt securities markets. 
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Date and venue: 23 April 1993, Hotel Marina Mandarin 
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Malays and tilled the land, but retained 
their faith. It was only in the 1920s that the 
British encouraged them to settle in one 
place, the present Portuguese settlement on 
the southern fringe of Malacca. 

Lionel Fernandis remembers meeting 
the father of modern Malaysia, Tunku 
Abdul Rahman, before independence. The 
Tunku asked him what he was. On hear- 
ing Portuguese, the Tunku reportedly said 
“then you must be bumiputra.” But as 
Malay nationalism became more strident, 
and intertwined with Islam, it would have 
been a brave Malay politician who dared 
consider the Catholic Portuguese as 
Malays. 

Fernandis says that things began to 
look better for his community after Datuk 
Seri Mahathir Mohamad became prime 
minister in 1981. In 1984 they were al- 
lowed to join the lucrative bumiputra unit- 
trust scheme. So far though, formal recog- 
nition of their bumiputra status has 
eluded them. Fernandis recognises that the 
chief obstacle has been religion, but is 

ually adamant that they remain Catho- 
lic. “The Catholic religion unites us. We 
are Christian Malays and that is that,” he 
says emphatically. 

The problem is that for most Malays the 
concept of being Malay and Muslim is im- 
mutable, even though many of the most 
influential Malay families probably settled 
in the peninsula from parts of the Indone- 
sian archipelago long after the Portuguese 
arrived. 

Controversial as it seems, Prof. Khoo 
Kay Kim, an anthropologist at the Univer- 
sity of Malaya argues that the trend to- 
wards pluralism within Umno is inevita- 
ble. “If Umno wants broader [political] con- 
trol, it must have direct links with all 
groups in society,” he said. Significantly, 
Mahathir has been the first to openly call 
for a move towards a less racial Malaysia 
with the use of the term “Malaysian race” 
in his national vision for the next genera- 
tion, something Umno supports. 

Even though Mahathir is careful to ac- 
knowledge the continued role of commu- 
nal politics, under his rule non-Muslims 
have been inducted into the party. How- 
ever, as Khoo points out, “these are all very 
small groups. It won't be so easy when it 
comes to the Chinese." 

Nor will it be so easy for Eurasians. 
Umno officials in Malacca have already 
said they would prefer the Portuguese to 
join one of the non-Malay parties in the 
ruling coalition. However, senior party of- 
ficials in Kuala Lumpur seem optimistic 
they can join. 

For now it seems the government is 
hoping to forge acceptance of non-Muslim 
membership of the party using marginal 
ethnic sub-groups like the Portuguese. For 
Young and Fernandis and his father, this 
means that after 500 years they can begin 
to feel at home. Ll 


PHILIPPINES 


Unnatural Allies 


Rebel officers, communists unite to seek peace 


By John McBeth in Manila 

ormer captain Danilo Lim is a vet- 
F: of the war against communist 

insurgents who turned against his 
government. Rodolfo Salas is a former 
Communist Party of the Philippines (CPP) 
secretary-general who has been with the 
party from the start. Together, as members 
of the newly formed Warriors for Peace, 
they are trying to make a difference in the 
government's efforts to forge a national 
reconciliation. 

Although he has yet to be arraigned, 
Lim faces 77 counts of murder and at- 
tempted murder stemming from his role 
in the December 1989 abortive coup. Salas, 
captured by intelligence agents outside a 
Manila hospital in 1986, was pardoned last 





Warrior for Peace Ocampo will try persuasion. 


year after President Fidel Ramos scrapped 
the Anti-Subversion Act as part of his 
peace initiative. 

The dialogue between the Reform the 
Armed Forces Movement (RAM) — the 
group of rebel military officers who helped 
overthrow former president Ferdinand 
Marcos in 1986 — and the CPP had its be- 
ginnings in the period following Salas’ 
capture, when he played host in his cell to 
a number of off-duty intelligence officers 
curious about his beliefs. Among his most 
frequent visitors was Police Constabulary 
Lieut. Diosdado Valeroso, later to become 
a founding member of the Young Off- 
icers Union (YOU), RAM's progressive 
offshoot. 

But it was only after the abortive 1989 
coup, with the rebel officers and CPP lead- 
ers occupying adjoining compounds in the 
generally relaxed atmosphere of a police 
stockade, that the relationship among the 
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former enemies blossomed into what now 
amounts to a tactical alliance. 

^Some [of the officers] were initially 
quite arrogant," recalls Salas, who as stock- 
ade “mayor” was permitted almost free 
access to their quarters. "They said our 
movement was finished and why didn't 
we join them. But many underwent a trans- 
formation in prison . . . I think there was 
respect for the movement as a whole. They 
kept asking how we managed to grow and 
survive without support from outside." 

While the military rebels had initially 
focused their attention on changing the 
country's leadership, they later began to 
think more deeply about the need to re- 
structure society and — in essence — to 
look on the Philippines in much the same 
way as the CPP does, as semi-colonial and 
semi-feudal. “A lot of 
* the vision both groups 

have is the same. What 
we differ over is meth- 
ods and the issue of 
ideology," Lim now 
Says. 

The Warriors for 
Peace roam the country 
talking mainly to stu- 
dents and other civilian 
groups. On the CPP 
panel, the leading par- 
ticipants are Salas, 
former New People's 
Army (NPA) chief 
Romulo Kintanar and 
Satur Ocampo, ex-sec- 
retary-general of the 
National Democratic 
Front (NDF). RAM/YOU is represented by 
former brigadier-general Edgardo Abe- 
nina, ex-navy captain Proceso Maligalig, 
former Scout Ranger major Abraham 
Purugganan and Lim. 

Labelled by one senior official as the 
Left and Right Roadshow, the participants 
explain their respective positions and lis- 
ten to reactions in an effort to raise public 
awareness of key social issues. In their lei- 
sure time, the two groups play regular bas- 
ketball matches. 

This cooperative effort, however, does 
not augur an immediate change in the atti- 
tude of either brand of rebels. Salas has yet 
to turn his back on armed struggle, even if 
he does place more importance on the le- 
gal struggle than founding chairman Jose 
Maria Sison and the Netherlands-based CPP 
leadership-in-exile. As he puts it: ^I think 
armed struggle remains the principal 
means by which the people can take power 
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from the elite.” 

Similarly, Lim may reject what 
he calls “the coup d'etat in its 
classic sense,” but he does not rule 
out the prospect of future rebel- 
lions either — as long as they have 
the sort of popular support miss- 
ing from the 1989 revolt. "It's too 
early to talk about abandoning 
that option," he says. "The gov- 
ernment has to be able to demon- 
strate that revolutionary changes 
can be made without armed 
struggle." 

Although there are doubts 
about its current level of support 
within ranks for the armed forces, 
RAM leader Gregorio Honasan 
also has definite views about retaining the 
organisation's muscle and vows he will 
go underground again if the Ramos 
administration's peace offensive is seen to 
be faltering. Governments listen much 
more carefully when they are presented 
with an armed threat, he says, claiming: 
"We don't have to recruit. The forces are 
there." 

Still, the overall mood is generally opti- 
mistic. Salas takes heart from what he ac- 
knowledges is a uniquely Philippine situa- 
tion. "Normally, your reaction when you 
see a military man is either to run away or 
to shoot him," he told the Review. "Now 


we are sitting together and talking together | 


in a civilised way. That's why I'm optimis- 
tic something good will happen in our 
country." 


Salas, who was released from detention : 


last September and who remains above 
ground for the time being as a self-styled 
independent and national democrat, says 
there is no single group, including the cpp, 
that can solve the country's problems. This 
assertion may not find favour with Sison 
and some of the party's more dogmatic 
ideologues. 

When the Warriors for Peace was 
formed, the one-time engineering student 
received a string of critical queries from 
party members in the underground. “I had 
to explain we were not pretending to be 
official spokesmen, but were trying to re- 
peat the views of the National Democratic 
Front," Salas says. "I told them we wanted 
to engineer public discussions because it 
was the only way to educate the people, to 
help them learn how to analyse." 

Lim — a charter member of you — is 
also an optimist, in large part because 
President Ramos is not perceived to be a 
traditional politician. "We should give 
credit to the president for starting some- 
thing like [the peace process] . . . the previ- 
ous administration did nothing but pay lip 
service to reconciliation," he says, pointing 
out that a list of eight talking points RAM 
submitted to Corazon Aquino's govern- 
ment in October 1991 was ignored. 

Honasan, for his part, calls Ramos' 


15 APRIL 1993 


Honasan waits, while Abenina joins the roadshow. 


: 
: 





people's empowerment policy a “mother- 
hood statement" and agrees the president 
has reached out in a way that encourages 
hope. "Anything after the Aquino admin- 
istration has to be better," he says. "People 
close to him say Ramos is looking for his 
place in history. Aquino was a product of 
her own class. Maybe she didn't know any 
better." 

Unlike Salas, who puts more faith in 
mass struggle, RAM/YOU feels the answer 
lies in the strict application of existing laws 
and, in particular, the passage of electoral 
reforms allowing a broader participation in 
the political process. "You can't logically 
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expect the elite to legislate against 
its own interests," Honasan says, 
adding that “we need people to 
be elected who don't rely on guns, 
goons and gold." 

In stressing the need to find a 
national identity, both sides do 
have a meeting of the minds on 
the question of Philippine inde- 
pendence, which they assert has 
been compromised by Manila's 
previously close ties to the US and 
by the lending policies and related 
dictates of the World Bank and 
the IMF. 

"In truth, we are not an inde- 
pendent country," asserts Lim, a 
former member of the elite Scout 
Rangers who acted as rebel spokesman 
during the 1989 siege of the Makati 
business district. "We are dominated by 
outside forces. We have to have full con- 
trol of our resources if we are to ensure 
that the interests of the majority are pro- 
tected." 

The two sides are also strong support- 
ers of Ramos' moves to break up business 
monopolies, the first time a reform-minded 
Philippine president has openly targeted 
the wealthy elite. Indeed, against this back- 
ground the Left and Right Roadshow and 
its cast of renegades could well be in for a 
long and interesting run. e 
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Asia's New 


| Ithough the Soviet Union had been 
zn Ax of the world’s largest produc- 
| ers and exporters of weapons as far 
| back as 20 years ago, the Cold War had 
prevented Moscow from any significant 
foothold in the Asian market. The bulk of 
its weapons sales instead went to Africa or 
| the: nations of the Warsaw Pact. Within 
| Asia only Pyongyang, Hanoi and New 
| Delhi drew the bulk of their weapons from 
| the Soviets. And because these countries 
were regarded as Soviet allies, they were 
-thus denied access, wherever possible, to 
"Western weapons and technology. 

As arms exports were seen as a major 
conduit for influence peddling by the great 
| powers during the Cold War, most Asian 
| capitals were reluctant to be perceived as 
beachheads for the Soviet Union. To be 
sure, there were other factors as well — the 
| fear of angering China and the poor Soviet 
| reputation for after-sales service (especially 
spare parts), to name but two. But mostly 
it was the political constraints of the Cold 
| War that limited Moscow’s ability to ped- 
| dle its arms in the region. 

All this has now changed. Since the dis- 
integration of the USSR and the subsequent 
emergence of the Russian Federation in 
December 1991, Russian weapons have 
been making substantial inroads in hith- 


-erto untapped Asian markets. This is 


-clearly evident in Russian weapons sales 
to China, Malaysia, South Korea and Indo- 
nesia, not to mention its continued arms 
commitments to India, Vietnam and North 
Korea. Again the reasons are mostly politi- 
cal. 
E For most Asian countries, the end of the 
~ | Cold War means that they might develop 
closer defence ties with Russia without fear 
of Western retribution. Indeed, the Soviet 
Union's erstwhile enemy, the US, is now 
| committed to helping Russia develop. With 


| the political costs of a closer relationship 
::| with Moscow fast becoming irrelevant, the 


economic imperative has now become the 
chief consideration for Asian countries 


e$ looking for arms. 


Certainly the bargain-basement prices 
of Russian arms would be enough to make 
them attractive to Asians. But another fac- 
tor is the American and West European 
- | attempt to link their arm sales with all 
- i manner of human-rights and democratic 








pre-conditions. Not only has the insistence 
on such conditions hurt American arms 
sales, it has ruffled Asian sensitivities. 

In sharp contrast, Russian arms sales 
not only come without political strings at- 
tached, they are on liberal financial terms 
payable through attractive packages that 
include countertrade. For Russia, the main 
object here is no longer influence. What 
Moscow wants today quite simply is badly 
needed foreign exchange, which has only 
become the more pressing in view of the 
economic and political crises that plague 
the government at home. Cut-rate Russian 
prices and with almost immediate delivery 
compares favourably with the long lead 
time for arms sales by the West. 

That the US and other Western powers 
are also showing less interest in Asia has 
provided Asian states with further incen- 








tive to take the initiative in trying to shape 
a new balance of power in the region. In 
this context, interest in Russian weapons 
has been spurred by the need to balance 
the one-sided relations of most Asian states 
with the West that prevailed during the 
Cold War. Thus the constructive engage- 
ment with China is partly a Southeast 
Asian attempt to counterbalance the grow- 
ing military capabilities of China, Japan 
and India. Finally, of course, it is a signal 
to the West (and especially Washington) 
that there are alternative sources of wea- 
pons and that the West no longer enjoys its 
Cold War monopoly of this market. 

It would thus appear that the end of the 
Cold War, Russia's desperate need for hard 
currency, the presence of surplus weapons 
systems in the former edifice of socialism 
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and Asia’s need for arms have all com- 
bined to create an unparalleled opportu- 
nity for Moscow to present itself as a new 
partner in Russo-Asian relations. What this 
would mean for peace and stability in the 
region, and to what extent this could fur- 
ther eclipse Western (again, especially | 
American) influence in the region is as yet | 
unclear. The outcome may well be to drive 
the price of weapons down even further 
and in turn spawn a new round of pur- 
chases. Whatever happens, Russia's arms 
sales to Asia clearly demonstrate that a 
new world order is emerging and that past 
taboos no longer hold. | 
All this will test the Clinton administra- 
tion. For Russia's success in penetrating | 
Asian arms markets hurts America far | 
more than Europe. The reasons are many, | 
but again mostly political. The American - 
emphasis on human rights and democracy, | 
the Asian perception that Washington is | 
no longer willing to shoulder the security | 
burdens of the past, and increasing US - 
belligerence on trade have helped neither | 
America’s arms producers nor its | 
economy. It has lost much goodwill and is | 
beginning to lose markets. Indeed, in re- | 
sponse to the political costs the US has at- | 
tempted to impose, some members of | 
Asean are today boycotting often-superior | 
US weapons systems. Even the recent, last- | 
ditch attempts by American aircraft pro- | 
ducers to undercut Malaysia's purchase of | 
Russian fighters have thus far flopped. 
These developments will doubtless be 
greeted with some shock in the US, in as 
much as during the Cold War American 
policymakers became accustomed to view- 
ing Asean as an American weapons zone. 
But today the floodgates have been opened 
for Russian arms and American dominance 
has been challenged. Cheap weapons from 
Russia have enabled even the smaller 
countries of Asia to build up their stocks, 
thereby contributing to the proliferation of 
conventional arms in the region. As it con- 
siders the shape of its foreign policy and 
what sort of new world order it wishes to | 
see emerge, the Clinton administration | 
might do well to rethink its positions. | 
Otherwise it may soon find that the price 
of its political idealism will be the loss of 
Asia to the political realism of the market- 
place for weapons. m 
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KMT Must End Leninist Style 


And Become a Modern Party 





held its 14th party congress, at which it de- 
cided to jettison economic planning and em- 
brace the market economy. Next summer, Taiwan's 
Kuomintang (KMT), or Nationalist Party, will con- 
vene its 14th party congress, which is likely to be 
similarly eventful. In 1987 the communist party, at 
its 13th congress, decided China was only in the 
preliminary stage of socialism and hence many capi- 
talistic characteristics should be retained. This was 
followed by the KMr's 13th congress, when it de- 
cided to adopt more pragmatic policies towards the 
mainland. 

The development in tandem of these two old 
antagonists underlines their similar historical back- 
grounds. Both were revolutionary parties that were 
strongly influenced by the Soviet Union during their 
formative years. Indeed, while the two parties have 
been deadly enemies for most of the last six dec- 
ades, they share Leninist roots. 

The Soviet Union won much Chinese goodwill 
by becoming the first country to publicly renounce 
its extra-territorial rights in China. Lenin held that 
capitalism was using the backward countries of 
Asia, such as China, as a source of profit to bolster 
the countries of the West. To deprive them of their 
profitable markets and sources of raw materials, it 
was necessary to support revolutionary movements 
in China. Lenin therefore sent Comintern agents to 
China, led by Gregory Voitinsky, who helped set 
up communist groups in various parts of the coun- 
try in 1920, followed by the launching of the com- 
munist party itself in 1921. 

Soviet agents also won the trust of Sun Yat-sen, 
founder of the KMT. In the early 1920s, he decided to 
reorganise the KMT along Leninist lines, with a party 
that emphasised tight organisation, unquestioning 
discipline and the use of propaganda to manipulate 
the masses. The Soviet agent Michael Borodin be- 
came the KMT’s expert on how to make a revolu- 
tion. He drafted the party constitution, which re- 
organised the KMT along the lines of the Soviet com- 
munist party, with channels of authority descend- 
ing from the national congress down through party 
organs at provincial, county and local levels. Power 
was concentrated in the Central Executive Commit- 
tee, the equivalent of the Soviet Politburo. 

The KMT undertook to cooperate with the com- 
munist party and absorb communists into the KMT 
at all levels. While the period of cooperation was 
brief, the KMT retained its Leninist party character 
after it broke up with the communists. 

Despite dramatic changes in Taiwan in recent 
years, including the introduction of genuine elec- 
tions, the KMT party structure remains much as it 
was in the 1920s. And, if the KMT is to function in 
the 1990s, it will have to modernise itself. 

One of those calling for an end to Leninist party 
rule is Wei Yung, a mainlander and former cabinet 
member who won a stunning electoral victory last 
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December and is now a member of the Legislative 
Yuan. 

Wei, a 55-year-old political scientist with a doc- 
torate from the University of Oregon, calls openly 
for an end to KMT control of the government. “The 
basic nature of society has changed," he says. 
“Originally, when it first moved to Taiwan, there 
was a very tough security situation, and a more 
centralised disciplinary procedure might have been 
necessary." 

Now, he says, "given the economic dynamism 
we have and the degree of pluralism we have al- 
ready witnessed, we've got to change." Taiwan, he 
says, should "throw away the Soviet system." He 
says the KMT must transform itself from a “fossil- 
ised Leninist party” and “adopt a Western party 
structure, becoming more like a club,” with volun- 
tary participation. 

Wei, former head of the KMT party school, says it 
is possible for Premier Lien Chan to end KMT con- 
trol of the government. All the premier has to do, 
he says, is to refuse to take part in the Central Stand- 
ing Committee meeting held every Wednesday 
morning to deliberate and approve government 
policies. “If one day the premier decides not to go 
to party meetings,” he says, “then there will be no 
more party rule.” 


ei occupies an unusual position in Taiwan 
W politics, having served in the cabinet for 12 

years while heading the government 
think-tank before being named head of the Sun Yat- 
sen Institute on Policy Research and Development, 
the KMT party school. In 1991, he set up his own 
think-tank, the Vanguard Foundation, and last year 
he decided to run for the Legislative Yuan, winning 
his seat with substantial Taiwanese support. 

Wei has done much thinking on the issues fac- 
ing Taiwan and hands out position papers and arti- 
cles he has authored on a wide variety of issues. 
“They think I'm different," he says, referring to KMT 
party leaders. But, he feels, his ideas are gaining 
acceptance. He points to the recent election of the 
KMT party whip as a sign of progress. The previous 
whip, Liao Fwu-peen, who was appointed, was 
forced to resign after KMT legislators refused to fol- 
low his instructions, saying he was not elected by 
them. 

“The KMT has to become more democratic,” Wei 
says. He is very confident that this will happen, but 
says democratisation can occur either from above 
or from below. In one district in Taipei, he says, an 
association of voluntary party workers has been 
formed. “I hope this will spread so there will be 
genuine reform of the party structure,” he says. 

Wei is not alone in his attempt to democratise 
the KMT. Some are calling for half of the members of 
the Central Standing Committee to be elected. At 
present, they are all nominated by the chairman and 
confirmed by ovation. x 
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MICROELECTRONICS 


One unique solution 
after another. 


Microelectronics has become 
a driving force in the world 
economy. Industry after in- 
dustry has applied it in new 
ways and thrived. Witness 
AEG's made-to-order micro- 
electronics systems. In one 
market, AEG provides elec- 
tronic controls for anti-lock 
brake systems that deliver a 
critical edge to automotive 
OEMs. Which is an example 
of ways companies are using 
electronics on the road to 
excellence. With the solutions 
coming from AEG. 
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Liberal economic reforms and high returns on 
investments are attracting multinational companies 
to Pakistan on an unprecedented scale. 

Some, like Gillette and Coca Cola, have come to 
take advantage of the seventh largest domestic market 


in the world: over 114 million people and a current 


GDP of 6.5% growth. 
Others, such as Daewoo, Alcatel and Shell, are 


capitalising on the government's aggressive privatisatio 
programme. They are playing a major role in developir 
Pakistan's infrastructure by building roads, expandir 
telecommunications and powering the nation. 

And then there are companies like Johnson | 
Johnson. They are reaping the numerous benefits « 
Pakistan's Export Processing Zones including pn 
import or export tariffs, tax holidays up to the ye 
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the year 2000. 
> 
Low labour and 
operational costs. 
> 
Easy access to the 
markets ot Asia and 
the Middle East. 
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000, minimum red tape for set-up, access to 
»undant raw materials and a productive, low-cost 
rlforce of around 32 million people. 
And they are not alone. Over 229 industrial units 
rth around $210 million are already operational. 
Most are accessing Pakistan's historic and strong 
ade links with China, the former Soviet Central 


sian Republics and the Middle East, a regional 


market of well over a billion people. 

Whether you want a domestic market of millions 
or exports of billions, contact the Embassy of Pakistan 
in your country or the Pakistan Investment Board 


in Islamabad, Pakistan, fax: 92-51-215554. 
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The mythology sured Kim Il Sint, built up over the past four decades, is undergoing subtle modifications. 


NORTH KOREA 


Remaking Kim’s Image 


Octogenarian dictator jettisons some flagrant fabrications 


By Bradley Martin 


urrounded by Japanese soldiers and 

stranded without provisions on a 

snow-covered Manchurian hillside 
in 1933, a ragtag band of Korean guerillas 
huddled to consider abandoning armed 
struggle. “I wavered,” confesses their com- 
mander, Kim Il Sung. “If I deny this, it 
would be perverting the truth and distort- 
ing history.” 

Such a delicate concern for the sanctity 
of facts is seldom associated with the man 
who has often claimed it was he, not the 
Allies, who ultimately liberated Koreans 
from Japanese rule — and that the South 
attacked the North to start the Korean War. 
Indeed, a combination of wild distortions 
of history and the octogenarian Kim's own 
longevity produced the central dilemma 
that paralyses Pyongyang. The reform and 
opening required to salvage the failed 
Stalinist system would weaken the re- 
gime’s lock on the minds of the people. 
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That would permit them to discover it has 
lied to them repeatedly, in the name of the 
deified “Great Leader.” The biggest lie of 
all: South Koreans huddle in miserable 
poverty, envying Kim's “paradise.” 

As Kim conceded in a February mes- 
sage to North Korean youth, however, 
communism's worldwide collapse trig- 
gered an "unprecedented" domestic crisis. 
His subjects growing hungrier, he may 
have decided he must begin to remake his 
image at home and abroad — both replac- 
ing some flagrant fabrications with closer 
approximations to the truth and shifting 
blame to others for his regime's excesses. 
Success might permit Kim's son and heir, 
"Dear Leader" Kim Jong Il, to bring in des- 
perately needed foreign investment and 
technology with a little more hope the ac- 
companying gusts of information and 
ideas would not blow away the son's lead- 
ership and the father's place in history. 
Kim Il Sung might remain, like Mao 
Zedong in China, a towering figure in the 
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annals of his country — even in his tomb, 
after his successors have started to disman- 
tle his system. 

Such reasoning, at least, could help ex- 
plain why the subject of a long series of 
official biographies has been revising his 
life story yet again, penning his memoirs 

^a few lines each time I found a spare mo- 
ment." Published in Pyongyang simulta- 
neously in Korean, English and Japanese 
editions, the two volumes of With the Cen- 
tury released so far cover his childhood and 
youth into his 21st year. It is not as if Kim 
had taken truth serum, but he does un- 
characteristically parcel out to others both 
some credit and some blame for a career 
previously portrayed as a wholly trium- 
phant, one-man show. 

Kim Il Sung was born Kim Song Ju on 
15 April 1912 near Pyongyang. He moved 
with his family at age seven to Manchuria. 
Recounting his childhood there, he tells of 
burying a spiked board in the road to 
puncture the tyres of Japanese policemen's 
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bicycles. Brought up attending Presbyte- 
rian church services, he reveals that he 
even played the organ at church, though 
he did not accept the theology. As a school- 
boy he involved himself in anti-Japanese 
youth organisations, dividing the young- 
sters into teams to play at soldiers on a 
river bank. By age 20 the games had be- 
come deadly real as he became a partisan 
in the guerilla struggle against Japanese 
imperialism. In his first battle with a Japa- 
nese unit, he lost several men. “A shudder 
passed over me when I saw that our col- 
umn was shorter,” he writes. 

In the mid-to-late 1930s (to be covered 
in future volumes) he became one of the 
genuine heroes of the Korean independ- 
ence movement. Using the nom de guerre 
Kim Il Sung, he commanded units ranging 
from a handful of soldiers to about 300, 
operating usually not within Korea but 
across the border in Manchuria. 

In later years as Kim built his personal- 
ity cult, his own sycophantic writers exag- 
gerated and fabricated to inflate his credit- 
able achievements into a titanic image. For 
Kim's greater glory, Pyongyang 
downgraded or deleted the roles 
of others involved in the struggle: 
fellow Korean guerilla chieftains, 
the Chinese Communists under 
whose command he fought and 
the Soviet Union. 

Now Kim acknowledges that 
he worked as a cadre of a Chinese 
Communist Party organisation 
and fought in a “joint struggle” 
with Chinese forces. He recalls by 
name many previously ignored 
comrades, Korean and Chinese. 
Often he buries such concessions 
almost as asides, and his refer- 
ences to some Chinese command- 
ers still do not make clear that 
they were his superiors and men- 
tors. But however half-hearted his 
gesture, it shows prudence — con- 
sidering that Peking is virtually 
the only friend Pyongyang has 
left. 

Kim turned down a Soviet 
scholarship, he says, because to 
“eat Russian bread” might make 
him “pro-Russian.” But he reveals 
he did accept an appointment by 
representatives of Moscow’s Com- 
munist International in 1930 when 
he was 18. The job was chief sec- 
retary of the Young Communist 
League in Manchuria's eastern 
Jilin province, the home of many 
ethnic Koreans. As a Comintern 
appointee, he rated an expense al- 
lowance while visiting Harbin. 
But the amount was so modest he 
could not dine in his hotel; he had 
to live on maize pancakes bought 
from street vendors. 

The big test on acknowledging 
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his Soviet connections will be whether and 
how Kim accounts for his activities from 
1941 to 1945, as he publishes later volumes. 
Previously he has claimed he fought on in 
Manchuria until he finally gave the orders 
to liberate Korea in August 1945. Recent 
accounts by old comrades, exiled to the 
former Soviet Union, confirm that Kim fled 
to the Soviet Far East with the remnants of 
his defeated guerillas in 1941. There he 
served as a captain in a Soviet army re- 
connaissance unit — and played no role 
whatsoever when Moscow sent its troops 
to defeat Japanese forces north of the 
38th Parallel. Telling the truth about that 
period would be a start towards demy- 
thologising Kim Jong Il. The junior Kim 
was born in the Soviet Union on 16 Febru- 
ary 1942, but in Pyongyang's propaganda 
version he entered the world on Mount 
Paektu, sacred symbol of Korea, in a "se- 
cret camp" — wholly fictitious, but now 





The young are recruited early to serve Kim's personality cult. 
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immortalised in "history," art and litera- 
ture. 

Whatever Kim senior's laudable efforts 
to correct the record, he more than makes 
up for them by adding new distortions and 
embellishing old ones. He repeatedly 
claims to have opposed discrimination 
based on social class, ideology and religion, 
for example. In reality the Great Leader's 
communist caste system is the epitome of 
such discrimination, with its division of 
families into the categories of "elite," 
“loyal,” “waverers” and "hostile ele- 
ments." It is hard to banish the suspicion 
that his self-portrayal here as the soul of 
tolerance might be designed to shift to sub- 
ordinates and evil advisers the blame for 
Kim's police state. 

Certainly he passes the buck in one fast- 
forward to the post-liberation period when 
he tells of his concern for the sister of a 
martyred Korean nationalist. Although the 
sister was a Christian, Kim says, he told a 
subordinate to "educate her by keeping her 
under the party's influence." The subordi- 
nate "said he would, but he did not seem 
to be very interested. The practice 
of giving a wide berth to religious 
believers would not cease in spite 
of my repeated warning against 
it." 

Showing a tolerant attitude to- 
wards Christianity presumably is 
intended to improve Pyongyang's 
standing in Western public opin- 
ion. After decades in which there 
was not a single Christian church 
building in the country, Kim's re- 
gime in the late 1980s built one 
Protestant and one Catholic 
church, in time to show them off 
to foreign visitors attending the 
1989 World Festival of Students 
and Youth. Since then he has re- 
ceived American evangelist Billy 
Graham in Pyongyang. 

Kim devotes elaborate efforts 
to squaring his actions and ideas 
with Confucian notions of filial 
piety, which clearly retain a tena- 
cious hold on his own mind as 
well as the minds of his fellow 
Koreans. The big challenge is jus- 
tifying his failure to spend much 
time at home with his dying 
mother in 1932, when he was 
busy with revolutionary activities 
elsewhere. "In those days he who 
was devoted only to his parents 
was considered a dutiful son," 
Kim writes. But he argues that 

"only a man who loves both his 
country and his family can be 
called a truly dutiful son." Al- 
though he does not say so here, 
North Korea now teaches young- 
sters that the country comes first, 
before the parents. The state takes 
infants from their parents and 
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places them in nurseries, teaching them to 
revere the country's “fatherly leader. 

However he may modify Confucian 
ethics, Kim still plays them for all they are 
worth to justify the hereditary elite he has 
established and his plans for dynastic rule 
of the country. He frequently boasts of the 
elite Mangyongdae Revolutionary School, 
which he set up for the orphaned children 
of fallen revolutionaries (not to mention 
countless members of his own family). Kim 
figured that bringing up their children to 
become their "successors" was what most 
of the martyrs would have wanted in re- 
turn for their sacrifice. 

Kim tones down the account of his own 
childhood ever so slightly. But still Kim 
sticks with the basic story depicting an im- 
peccably revolutionary f family background, 
and his own astonishing precocity. 





he was planning to liberate the country. 
When he was a 15-year-old middle-school 
pupil in Manchuria, one older comrade 
wrote to a Korean friend in Shanghai: 
“Don’t waste your valuable life in Shang- 
hai: Come to Jilin and here you will find 
the leader, the theory and the movement 
you are seeking." Imprisoned at age 18 for 
involvement in a communist organisation 
at his school, "I planned the future of the 
Korean revolution." 

These new volumes offer unconvincing 
stabs by North Korea's self-anointed Sun 
of the Nation at showing himself as a man 
of humility and modesty, a careful listener 
to the ideas of others and as "an ordinary 
man." More characteristically, he relishes 
recounting cases when people questioned 
the line he was putting forward and he, in 
answer, demolished their doubts. History 


Kim Il Sung's 80th birthday was an occasion for mass displays. 


Kim's father was a minor figure who 
worked for the nationalist cause while 
earning his living as an herbal medicine 
practitioner — but Kim credits him with 
historic achievements. For example, he 
developed "the policy of the proletarian 
revolution.” Whatever quantity of disbelief 
the reader has managed to suspend 
comes crashing earthward when Kim 
writes of bandits capturing his father and 
two companions. While the bandits 
smoked opium in their camp, one of the 
captives put out the lamp and helped the 
other two escape before “attacking the 
rascals, some ten in all, with skilful 
boxing. Then he made off from the den of 
the bandits. That was a truly dramatic 
sight, resembling a fight scene in a film.” 
Indeed. 

Outside biographers have dismissed as 
preposterous Kim's claims that he func- 
tioned as a revolutionary leader and theo- 
retician in his mid-teens. Still he cannot re- 
sist saying it again: By the time he was 13 
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has since shown that in the most important 
of those cases his questioners were right 
and he was wrong — but he ignores the 
troublesome reality. 

In a student debate, for example, “1 
asked what type of society should be built 
in Korea after she won her independence.” 
Another student replied: “Our nation lost 
its country to the Japanese because our 
feudal rulers idled their time away 
reciting poems while other countries ad- 
vanced along the road to capitalism. We 
should build a capitalist society and thus 
avoid a repeat of the past.” To Kim, it is 
self-evident that what the student said 
was wrong-headed. He betrays not a 
hint of reflection on the fact that North 
Korea’s current ruler has wasted decades 
maintaining a stagnant — and now shrink- 
ing — communist economy, “while other 
countries advanced along the road to 
capitalism.” 

To repay those who helped him in the 
revolution, Kim says, his duty has been to 
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^make the people prosperous" — and 
somehow he seems to have convinced 
himself he accomplished that. He writes of 
witnessing "our revolution progressing tri- 
umphantly and our country prospering, 
with all the people singing its praises." By 
way of contrast he describes a memorable 
scene from the bad old days: His uncle be- 
came so disgusted with the coarse millet 
gruel that was the Kim family's regular 
evening fare that he smashed his head 
against the bowl, bloodying his head and 
sending the bowl flying across the room. It 
is curious that Kim II Sung would recall 
this incident at a time when visitors report 
that the rice ration in his country has be- 
come erratic — completely suspended at 
least one month last summer. To fill their 
stomachs, many of his subjects must buy 
rice on the black market or turn to substi- 
tutes such as millet gruel — which not only 
tastes bad but, Kim recalls, "every time we 
swallowed it the husks of millet pricked 
our throats." 

Even if he has not been told the worst 
of it — because his advisers are afraid to 
contradict his rosy view of his own ac- 
complishments — at least by now Kim 
knows that his regime is in trouble. In re- 
counting his early years he repeatedly at- 
tacks communist advocates of what he calls 
“left opportunism.” In East Manchuria, “fa- 
natical believers in terrorism” were “insti- 
gating the masses to conduct a reckless, 
violent struggle.” Instead of that counter- 
productive rioting, he argues, what was 
needed was “a method of leading the 
masses." (Read:"control.") Dwelling on 
that issue after all these decades may well 
reflect Kim's concern that he or his son af- 
ter him could be attacked with riots and 
terrorism. Already there are reports of 
groups of up to a couple of hundred North 
Koreans gathering to protest the food 
shortages. 

In South Korea, the US and Japan, 
Pyongyang-watchers for years have de- 
bated quietly a question of timing. Some 
argue that it is best to negotiate with 
North Korea while Kim II Sung lives; 
he at least is a fairly known quantity 
and his control is so firm that any policy 
change he might agree to would be en- 
forced without fail on everyone else in 
the North. The counter-argument: No 
serious change is possible as long as Kim 
lives because he simply would not 
hear of it. That debate may be one for 
historians now, as Pyongyang claims the 
Dear Leader has already assumed control 
from his dad. But for whatever it is worth, 
the sum of all Kim Il Sung's conces- 
sions to reality in these volumes falls 
considerably short of portraying a Great 
Compromiser. i 





Seoul-based writer Bradley Martin has visited 
North Korea three times. A Fulbright fellow, he 
is at work on a book about Korea. 
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After the Soviet Fall 


Goodbye to the USSR: The Collapse of 
Soviet Power by Steve Crawshaw. 
Bloomsbury, London. £18.99. 

Rebuilding Russia by Alexander 
Solzhenitsyn. Harvill, London. £4.99. 
What Is Asia to Us: Russia’s Asian 
Heartland Yesterday and Today by Milan 
Hauner. Unwin Hyman, London. £12.99. 
Geographic Perspectives on Soviet Central 
Asia edited by Robert Lewis. Routledge, 
London. £45. 

Samarkand and Bukhara by Jolin Lawton. 
Photographs by Francesco Venturi. Tauris 
Pake Books, London. £14.95. 


Two years after the breakup of the So- 
viet Union, Central Asia is still mostly un- 
known territory to politicians, businessmen 
and travellers. Access to the region was 
heavily restricted under the communists. 
Only recently has Central Asian scholar- 
ship become fashionable, as US 
and European universities dis- 
cover a vast region that once 
dominated the world. 

Understanding Central Asia is 
impossible without a grasp of 
how and why the Soviet Union 
collapsed. There is no better in- 
troduction to the grand breakup 
than Steve Crawshaw’s Goodbye 
to the USSR. Crawshaw, a British 
journalist, describes what was 
going on in people’s minds be- 
yond the official events. The book 
is full of telling anecdotes, por- 
traits of the political players and 
the mood in the street during the 
last days of the Soviet empire. 

Gorbachov, Crawshaw writes, 
never understood Central Asia because he 
had never served there. Moreover he was 
constantly revising his policies and fre- 
quently lost track of the political view- 
points he had held a few weeks earlier. 
Although this could be judged a strength 
and a demonstration of flexibility, Gorba- 
chov's opportunism confused many and 
led to the decline in his popularity. 

Crawshaw describes Russia’s ethnic 
time bombs, the 16 autonomous republics, 
many of them populated by Muslims de- 
manding outright independence. While 
Crawshaw concentrates on events in Mos- 
cow and the Baltic more than in Central 
Asia, his book still provides the best avail- 
able overview of the breakup. 

Alexander Solzhenitsyn's essay sheds 
prophetic light on the attitude many Rus- 
sians have developed towards the Central 
Asian Republics. Writing before the break- 
up, Solzhenitsyn pleads for Russia to aban- 
don the Asian republics because of the bur- 





42 


den they pose for Mother Russia. “We 
don’t have the strength for the peripheries 
either economically or morally. We don't 
have the strength for sustaining an empire 
— and it is just as well. Let this burden fall 
from our shoulders, it is crushing us, sap- 
ping our energy and hastening our de- 
mise," he writes. 

Solzhenitsyn's appeal reflects the tradi- 
tional, conservative Russian mind that a 
century ago could not understand the Tsar- 
ist urge to fight wars in Asia and conquer 
alien peoples. Solzhenitsyn demands a 
strong ruler for Russia, in the tradition of 
the Tsars, and condemns the social struc- 
ture built by communism. 

Solzhenitsyn also ignores the plight of 
tens of millions of Russians who consider 
Central Asia their home and now feel be- 
reft of a homeland as the republics become 
increasingly nationalistic and xenophobic. 





Samarkand, once a town of 365 mosques. 


The plight of the Russian settlers is the 
main plank on which the Russian right 
wing base their arguments for retaining an 
overwhelmingly Russian military force and 
exerting continuing influence in all the 
now-independent republics. 

Milan Hauner's scholarly What Is Asia 
to Us attempts to explain the Tsarist obses- 
sion with conquering Central Asia. The 
debate in Moscow about whether Russia 
should take the East was intense and has 
always been underplayed in modern histo- 
ries of the country. In 1881, an expansionist 
Feodor Dostoevsky wrote: “In our coming 
destiny it is precisely Asia that represents 
our main outlet. In Europe we were hang- 
ers on, whereas in Asia we shall go as mas- 
ters.” 

The Russian expansionists were aided 
by the lack of natural barriers or organised 
states in Central Asia. By controlling the 
great river systems and building railways, 
access to the region was assured. More- 
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over, the region served as a major 
dumping ground for excess Russian lab- 
our and landless peasants — a function 
Stalin developed further by delivering en- 
tire unwanted nationalities there in World 
War IL. 

In the debates concerning Russian ex- 
pansion eastward, many scholars pro- 
moted the idea that China, Mongolia and 
Japan should become Russian spheres of 
influence. At the core of Hauner’s book is 
the idea that Central Asia is the heartland 
of Asia, and thus whoever controls it con- 
trols the destiny of Asia. Central Asia was 
also seen as the focal point for the Russian 
invasion of India, a notion that developed 
into the Great Game, wherein Moscow 
used a mixture of bluff and expansionism 
to force the British in India onto the defen- 
sive. In turn the British sought to expand 
into the region by conquering Afghanistan 
and helping local rulers in Central Asia to 
stand up to the Russian advance. 

Geographic Perspectives on Soviet Central 
Asia details recent social and economic 
changes in the region. Many of the essays _ 
deal with the choice the republics face 
between seeking economic inte- 
gration or exporting labour to 
other regions of the former So- 
viet Union. Close attention is 
paid to the population explosion 
in the region, which could influ- 
ence whether the newly inde- 
pendent republics succeed or fail 
in privatising their primitive, 
centralised economies. 

In the heart of Central Asia 
are Samarkand and Bukhara, 
two ancient cities with some of 
the most magnificent Islamic 
monuments in the world. The su- 
perb photographs in Samarkand 
and Bukhara provide an excellent 
first view of these places, while 
the text details how kings and 
emperors constructed mosques when 
building materials were almost non-exist- 
ent. Timur's 14th-century architects mixed 
clay with chopped straw, camel urine and 
egg yolks to produce the thin bricks that 
have withstood the ravages of time. Under 
the rule of Timur's grandson, Samarkand's 
faithful could pray in a different mosque 
each day of the year. 

Bukharans claim that their city is so 
beautiful that light shines up to heaven 
from Bukhara rather than the other way 
around. Samarkand and Bukhara were 
both on the Silk Road and at its zenith 
around AD 200, goods would make the 
long journey from Cadiz to the East China 
coast with relative ease. Despite the rav- 
ages of the 1917 Revolution the two cities 
still evoke the mystique of Central Asia. 

m Ahmed Rashid 
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Russian Bargains 


ou are a South Korean electronics 
company eager to acquire a compo- 
nent technology that is crucial to the 
future of your business. The problem is 
that the Americans want too much money 
for it, and the Japanese will not part with it 
at any price. 

So what do you do? 

Until recently, the answer was cough 
up or go without. Now, however, the 
South Koreans have discovered an attrac- 
tive third alternative: Russian researchers 
have some world-class technologies and, 
desperate for funds, they are willing to sell 
them for a song. 

Case in point: at the end of February, 
leading South Korean electronics firm Sam- 
sung unveiled a prototype digital video 
disc recorder. This is a next-generation con- 
sumer product that promises to cram two 
hours of high-quality video — enough for 
a full-length movie — onto a 12-centimetre 
compact disc. The ultimate goal is to re- 
place both videotape recorders and laser 
disc players. 

The announcement was a coup for 
Samsung. Although many Japanese 
consumer electronics firms are known to 
be developing similar machines, they have 
yet to demonstrate a working prototype. 

The key component in the 
Samsung disc recorder is a 
high-powered microchip laser. 
The technology required to 
make it was transferred from a 
leading Russian laboratory, the 
A. F. loffe Physico-Technical In- 
stitute in St Petersburg, to the 
Samsung Advanced Institute of 
Technology in Seoul. 

According to reports in the 
South Korean press, the insti- 
tute is one of seven Samsung 
units that have signed contracts to import 
nine technologies from Russia since the 
two countries normalised diplomatic rela- 
tions in September 1990. The imports have 
included people as well as know-how. 
Over the past 18 months or so, there have 
usually been four or five Russians working 
in the company’s laboratories at any given 
time. In addition, on at least five occasions, 
Samsung sent its own specialists to St 
Petersburg. 

As the Japanese reticence on the subject 
indicates, developing a compact-disc sys- 
tem capable of recording and playing back 
two hours of digital video is not easy. In 
principle, the technology is the same as that 
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By Bob Johnstone 


used in current digital audio products, like 
Sony’s Mini Disc portable stereos. Informa- 
tion is written to and read from the disc 
using a tiny laser. With video, however, 
the system has to cope with much larger 
amounts of data. 

How sharply the laser's spotlight is 
focused determines how much information 
can be squeezed onto the disc. That means 
reducing the laser light's wavelength. On 
their own, the best that today’s commercial 
microchip lasers can manage is light in 
the red part of the 
spectrum, which 
has a wavelength of 
about 670 nano- 
metres (billionths of 
a metre). But by re- 
sorting to tricks, re- 
searchers can pro- 
duce green light 
whose wavelength 
is 532 nanometres, 
thus enabling the 
amount of stored 
information to be 
doubled. 


Now all they need to do is make it smaller. 


To achieve this, light from a powerful 
microchip laser is beamed through a 
second laser made of a crystal material 
called yttrium aluminium garnet. This pro- 
duces light whose wavelength is 1064 na- 
nometres, exactly twice the desired 
amount. This light in turn is shone through 
another crystal, producing a harmonic of 
the light whose wavelength is exactly half 
the input. 

Inevitably, all this re-routing weakens 
the power of the beam. Indeed, the 
strength of the green light that finally 
emerges from the conversion process is 
typically less than 5% of the output of the 
initial laser. That puts a premium on mak- 
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ing the first laser as powerful as possible. 
Developing such lasers is the sort of thing 
that Russian researchers are very good at. 

Indeed, Russian scientists have a long 
and distinguished pedigree in the micro- 
chip laser field. For example, it was the 
loffe Institute which in 1968 came up with 
the basic design upon which all current 
semiconductor lasers are based. 

The institute is still on the cutting edge 
of the technology. Evidence of this is 

rovided by a recent contract between the 
loffe and AT&T Bell Laboratories of the 
US. Bell Labs is itself no slouch in semicon- 
ductor lasers, having made many of the 
most important innovations in 
the field. Last October, 
signed up 27 of the Russian 
institute’s researchers to do 
fundamental research on mi- 
crochip lasers for use in tel- 
ecommunications. 

The Russian attraction for 
Bell Labs, Samsung and oth- 
ers is the chance to hire top- 
class talent for next to noth- 
ing. Most contracts pay Rus- 
sian researchers less than 
US$100 a month. But for the 
researchers, that is a huge im- 
provement — in Russia, the 
average monthly salary for a 
mid-level scientist is Rbl 6,000, 
less than US$15. 

"The situation in Russia is 
so poor," says Alex Ovtchin- 
nikov, a former researcher at 
the Ioffe Institute who is now 
at Tampere University of 
Technology in Finland. Before 
leaving Russia, Ovtchinnikov 
was involved in contract nego- 
tiations with Samsung. 

He says the South Korean firm paid just 
US$500,000 for the entire semiconductor 
laser production process technology. As a 
single piece of semiconductor production 
equipment can cost several million dollars, 
this was a tremendous bargain. 

The technology has enabled Samsung 
to narrow the gap that separates it from its 
Japanese rivals. At least seven Japanese 
companies are known to have developed 
systems based on green lasers. 

The challenge for Samsung now is to 
shrink its refrigerator-sized prototype dig- 
ital video disk recorder into a compact con- 
sumer product. The company hopes to 
bring the recorder to market in 1995. w 
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WHAT LEADING INDUSTRY CONSULTANTS ARE SAYING ABOUT NCR'S SYSTEM 3000 
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With NCR’s strength in industry-standard 
connectivity and AT&T’s broad range of advanced 
networking products, we can offer users network 
solutions no other company can match. 
Our goal is not just to provide the most’. 
extensive and capable set of networking products, £s 
but to create open, global computer networks that- 
are as easy to use, as efficient, and as acce sible as 
the telephone network. 
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Established 1886 


1 99 m has been a very significant year for the Wharf group as it 

marked a quarter of a century of profit growth which 
started in 1967 and produced an average growth rate of 27% per 
annum. It was also an eventful year wherein we saw world attention 
focused towards the thrust of investments into China, with Asia 





World attention focused 
towards investment thrust into China. 





Pacific clearly manifesting itself as the economic force of the future. It 
was therefore fitting that the Wharf group began its strategic business 
analysis in China, in which we first advocated the necessity of opening 
up central China by positioning Wuhan as the pivotal distribution 
location. Since then, we have put forward the concept of the economic 
tripod of Hong Kong, Wuhan and Shanghai, supported by Beijing's 
"Three Along" policy of promoting economic development along 
China's coast, its borders and the Yangtze River. 

Whilst pursuing strategic investments in China, Wharf remains a 
group which continues to rely extensively and fundamentally on core 





Wharf remains a group which Dd 














relies on core investments with a lo 





investments with a long-term. presence in Hong Kong. For the same 
reason, we do not look to China for quick profits but a fair and reason- 


able return from our endeavours and on any investments we make. We | 


will participate in developing property and infrastructural projects there 
in the same way that we have nurtured and added value to our Hong 





Financial Review 


F ot the year ended 31st December 1992, group 
profit attributable to shareholders was 
HK$2,051.4 million, compared to HK$1,283.6 


million for the nine month period ended 31st | DIVIDENDS 

| An interim dividend of 16.5 cents per share was paid in October 1992 and your Directors recommend the 
payment on 23rd June, 1993 of a final dividend of 48.5 cents per share to be adopted at the forthcoming 
Annual General Meeting. The total dividend distribution for the year will amount to HK$1,364.0 million, 
compared to HK$1,185.4 million paid for the preceding nine-month period ended 31st December, 1991, 


December 1991, representing an increase of 20% 
on an annualized basis. Earnings per share were 
97.8 cents as compared with the adjusted figure of 
61.2 cents for the preceding period. In accordance 
with the established accounting policy, the Group’s 
property interests in Hong Kong were revalued as 
at 34st December 1992. On that basis, the consoli- 
dated net asset value of the Company as at that 


date was HK$21.33 per share, compared to SUMMARY OF GROUP RESULTS Y ded T hs ended 
"TM dno Ear dier ear en Nine months ende 
HK$16.19 per share a year earlier. — ue 31st December, 1992 31st December, 1991 
As a result of the change of the financial HKS Million “HK$ Million 
. year end date from 31st March to 31st December Turnover 4391.6 | 2:394: 
S with effect from the fiscal period ended 31st -22If7z -zIITlIIL 
December 1991, the period used for comparison Operating profit 2,014.3 1,239.9 
purposes is in respect. of the nine month period Share of profits less losses of associated companies 363.3 242.3 
ended 31st December 1991 and not the same Profit before taxation 2,377.6 1,482.2 
twelve month period as in previous year. Taxation {Note 3) (256.6) (140.7) 
To keep in line with current corporate Profit after taxation 2,121.0 1,341.5 
| practices, certain items which in prior years were Minority interests (69.6) (57.9) 
separately accounted for as extraordinary items are Group profit anvibutable to shareholders 10514 erty: 
now included in the operating profit of the Group Appropriations 
with effect from 1st January 1992. This change has interim dividend (346.3) (304.2) 
resulted in a profit on disposal of certain properties Final dividend (1,017.7) (881.2) 
amounting to HK$21 1.3 million being included sep Transferred to revenue reserves 687.4 98.2 
the year's operating profit of the Group instead of zzzzzzzz | zzzzzzzz 
being stated as an extraordinary item. Earnings per share (Note 4) 97.8 cents 61.2 cents 
An interim dividend of 16.5 cents per share rae ee dS Ies 
was paid in October 1992 and our Directors pe san ed 
ne athe Segue TE toh hah — interim {Paid} 16.5 cents 14.5 cents 
recommend a final dividend of 48.5 cents per share «Final (Preposed] 48.5 cents 4-0 cens 
to be adopted at the forthcoming Annual General: | j | ae 
Meeting. The total dividend for the year will be 65 ~ Total 65.0 cents 56.5 cents 


- cents per share, equivalent to an increase of 15% 
. over that for the nine month period ended 31st 
. December 1991, 





NET ASSET VALUE 
The consolidated net asset value of the Company as at 31st December, 1992 was HK$21.33 per share as 
compared to HK$16.19 per share as at 31st December, 1991. 


Kong investments over the last 100 years. Our investment commitments 
in Hong Kong clearly indicate that we look to the Basic Law as a work- 
able document to give our Hong Kong businesses the necessary comfort 
in the future. 





Hong Kong as the natural 
"window" into China. | 





Indeed, we believe that Hong Kong is the natural “window” into 
China for our many international business friends who see the potential 
market of China, and who have Asia-Pacific ambitions, as technology 
and know-how are easily transferable across borders. Due to the 
globalization. of labour, where OECD countries with technological 
expertise must now look for low cost and reliable production if they are 
to remain competitive, multi-national companies can no longer afford 
not to pay attention to the Asia-Pacific region. I always advocate that 
they should not wait too long before furthering their business in East 
Asia and China. The “Do Something" strategy is my recommendation. I 
also tell my business friends overseas that in my visits to China, I have 
seen dramatic changes in the attitude of the people. Economic develop- 
ment is now without doubt at the top of their agenda, and the people 1 
meet in the cities are totally at ease with this changing environment. 





| Whart can act as a “bridge” to develop 
business between our mainland Chinese 
partners and our business associates. 





China must not be viewed as a single market, it is composed of a 
series of over 30 regional markets all of substantial size. Combined with 


The Wharf (Holdings) Limited 
1992 Results Announcement 
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:. Asia-Pacific countries, there are over 40 economic units already trading 
with each other, and each is in turn trading with overseas partners. 

With the continued integration of economies between China and 
Hong Kong, Wharf can act as a "bridge" to develop business between 
our mainland Chinese partners and our business associates from other 
parts of the world. Within this environment, a mere 5% growth in 
China's economic activity is translated manifold into the workload 
demand on Hong Kong's manpower. Hong Kong can only remain com- 
petitive if we have more well-trained people. The idea of “compete 
through our people” should therefore be high on our economic and 
social agendas. 





The idea of “compete through our 
people” should be high on Hong Kong’s 
economic and social agendas. 





The Group has accordingly been placing greater emphasis on the 
successful’ build-up: of autonomous business units, each with a highly 
motivated ex e team headed by a main board director who carries 

i lio. Our business unit leaders also devote a great deal of 
effort on building up their strength and depth of management in their 
respective streams of business. Accentuation on management and 
human resources development is all the more important, particularly in 
view of our start-up operations in China and in the communications 
field. Maximum priority is given to staff training, development and to 
the creation of management depth. 

Wharf is essentially an asset growth driven group with a focus in 
Hong Kong. In the last several years, we have been adding incrementally to 
our asset base with projects in Hong Kong, in Singapore in the U.S.and 
beginning now in China. With the substantial enlargement of our asset 
base, which will be brought about by the completion of major property 





Notes: 


(1) As a result of the change of the financial year end date from 31st March to 31st December with effect from 
the fiscal period ended 31st December, 1991, the period used for comparison purposes is in respect of the 
nine-month period ended 31st December, 1991 and not the same period in the preceding year. 

(2) Included in turnover and operating profit is a gain of HK$211.3 million arising from disposal of certain 
investment properties in line with current accounting practice. Comparative figures have been reclassified 


to conform to the current year's presentation. 


(3) The provision for Hong Kong profits tax is based on the profit for the year as adjusted for tax purposes at 
the rate of 17.5% (1991 — 16.5%). Overseas taxation is calculated at rates of tax applicable in countries in 


which the Group is assessed for tax. The taxation charge is made up as follows: 
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developments under construction in the next two to three years, 
continue to be in a position to maintain our balance sheet debt to w 
30% of total group assets which currently stands at about 12 
Further, in the medium term at least, it is our intention to gradua 
commit between 10% to 20% of our balance sheet to China invest- 
ments. Reviewing our current investment programme, we do not see the 
necessity to raise funds from our shareholders in the equity market. 
way of rights issues. We feel our strategy is sound and our core business 
will continue to one through well selected opportunities. | 





training, c development and | management depth. - 





Within a region where there has been tremendous economic - 
growth over the past two decades, I regret to say that many aspects to 
do with our quality of life in our community have not kept up with the ^ - 
pace of that economic growth. Under the severe daily pressures that we 
face, I feel that our business community should also take a more active 
role in contributing to the community, in particular towards environ- — 
mental issues, to our senior citizens and to the handicapped where the | ~~ 
availabe general welfare i i are stretched to keep up with the pace 
of inflation. | V 

The Group is in a a strong position, well poised to take advantage of ^... — 
the many new opportunities. On behalf of our board of directors, I would —— 
like to- dose by thanking all our shareholders, joint venture partners and 
bankers for their support and the advice given to us during 1992. ES i eU 








Peter Kwong- Ching Woo 
Chairman | E 
Hong Kong, 31st March, 1993 is 


Prospects 





G roup future earnings look very promising; 
propelled by the four major property develop- 
ments of Times Square and Lane Crawford Place 
both of which will come on stream in 1993, and. 
Gateway and Parc Oasis in Singapore in 1994. The 
second phase of the Harbour City Redevelopment 
has been approved by Government, and the Group 
is likely to commence this project approximately at. xm 
the time when Gateway i is completed. GE 
The Group is enthusiastic with the prospects : 














Year ended Nine months ended of introducing the territory-wide Pay-TV service iio 
31st December, 1992 Dee L91 to Hong Kong in the last quarter of 1993. The = 
s PRE a FERMEN Wharf Cable team has been working extremely. 
company and sanadiabies hard to ensure that quality programmes will be 
Hong Kong profits = 189.3 104.2 delivered to the public on time. Based on the ^ < 
Overseas taxation 14.2 na thorough research and surveys undertaken, we ` 
Deferred taxation (4.8) (4.2) are confident that the expected level of subscribers... 
Associated companies will be achieved, and that this will be a profitable 
Hong Kong profits tax 579 395 line of business once the service matures in the next. 
256.6 140.7 few years 


Oe ie rae så an an 


(4) The calculation of earnings per share is based on the earnings for the year of HK$2,051.4 million (1991 — 
HK$1,283,6 million) and the weighted average of 2,098,261,446 shares (1991 — 2,098,095,195 shares) in 
issue during the year. The comparative figure for 1991 has been adjusted for the change in accounting 


treatment mentioned in Note (2) above. 


ANNUAL GENERAL MEETING 
The Annual General Meeting of the Company will be held on Wednesday, 16th june, 1993. 


BOOK CLOSURE 


The Register of Members of the Company will be closed from 4th to 16th June, 1993, both days inclusive. 


By Order of the Board 


Wilson W.S, Chan 
Secretary 


Hong Kong, 31st March, 1993 













ment in a structured manner, based on clearly 
defined strategies. The China Team has. representa- 
tives in the major strategic locations in Wuhan, 
Shanghai and Chengdu, plus a roving technical 
project team which will visit projects in respective. | 
cities as and when required. a. 

The Group has substantial financial capacity, — 
and is therefore well positioned to take advantage —— 
of the many opportunities which will arise in the 
future. Operating in the most dramatic growth area 
of Asia-Pacific, we look to the future with a high 
degree of confidence. 
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Market or Mirage 


Asia’s embryonic free-trade zone, Afta, remains an enigma. 
Progress on tariff cuts has been slow and new governments in 
Thailand and Indonesia appear more hesitant still. 


By Michael Vatikiotis in Kuala Lumpur 








erhaps ] January 1993 was not such 

a great day for free trade after all. 

The European single market that 

as officially born on that date has proved 

ue but. And Southeast Asia's own 

New Year initiative — the Asean Free 

Trade Agreement (Afta) — is equally 
mired in doubt about its effectiveness. 

Four months after its creation, business 
men are still trying to discover what the 
trade deal means for them, and how to 
reap the benefit of its tariff cuts. 

Malaysia, for example, will not publish 
full details of its new tariff regime until 
May. Such slow progress, even from one 
of Afta’s strongest backers, has bolstered 
the scepticism of those who believe the 
trade agreement will not amount to much. 
"| don't think much will come of it. Afta is 
more of a political soap-box,” says a Ma- 
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laysian economist, expressing a common 
criticism. 

Businessmen are meanwhile complain- 
ing that some countries will liberalise faster 
than others. There are questions, too, about 
whether Afta's six members (Brunei, Indo- 

esia, Malaysia, the Philippines, Singapore 
and Thailand) are as committed to free 
trade as they sounded when the count- 
down began in February 1992. Since then, 
Bangkok has seen a change of government 
and Jakarta a change of cabinet; both ad- 
ministrations appear less liberal-minded 
than their predecessors. 

In theory, Afta sounds fine. The agree- 
ment aims to create an integrated market 
of 330 million people with a combined GDP 
of US$293 billion, growing at 7% a year. 

Tariffs on all goods with 4076 or more 
Asean content are due to fall to 0-5% by 
2008. Goods in 15 special categories are 
supposed to hit that target even earlier, in 
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2003, under a “fast-track” programme. 

But Afta's critics point to a long list of 
shortcomings. The agreement is vague, not 
legally binding, hedged with exemptions 
and vulnerable to lobbying by industry 
groups who want continued protection. 
There is also concern that despite last year's 
ringing commitments to forging a regional 
market, protectionist sentiment still haunts 
boardrooms and government offices 
throughout Asean. 

Much of the criticism attaches to the dif- 
ferent speeds at which Afta's members will 
cut their tariffs. This staggered pattern was 
Indonesia's idea. Under the Common Ef- 
fective Preferential Tariff (CEPT) scheme 
eventually adopted, two schedules were 

created: “normal” and "fast" Under the 
normal schedule, Malaysia and Singapore 
made immediate cuts in some tariffs, but 
the other signatories will not begin cutting 
their rates until later — 1998 in the case of 
Thailand and Indonesia (see chart). Malay- 
sia and Singapore are also in the forefront 
of the fast-track programme. Now, their 
businessmen have started to grumble. 

"Already there are signs that Thailand 
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_- effort to match Malaysia's concerted ac- 
- tion," says Tan Sri Wan Azmi Hamzah, 
..— who, besides heading Land & General is 
- also president of the Malaysian National 
» Chamber of Commerce and Industry. 

. “T have doubts about Afta’s workabil- 
` ity," agrees Atok Ihan, chief executive of 
Philips Malaysia, a producer of electrical 
goods. If Malaysia does not synchronise its 
deregulation with those elsewhere, "before 
you know it, Thailand and Indonesia will 
have an advantage over us," he says. 

In the face of such criticisms, Asean 
trade officials have been forced on to the 
defensive. They argue that Afta represents 
the best compromise between what was 
necessary and what could be achieved. 
One important factor, they note, is that 
Asean's members are direct competitors in 
many areas of trade, a fact which makes 
the removal of protective barriers espe- 
cially sensitive. 

Malaysia's deputy trade minister, Chua 
Jui Ming, denies Kuala Lumpur is putting 
its businessmen at risk by lowering tariffs 
more quickly than some 
of its neighbours. "We are 
taking the macro-view,” 
he says. “We are ex- 
changing a smaller mar- 
ket for a bigger market.” 

Of the six members, 
Singapore has most to 
gain from a successful 
Afta. Its trade flows with 
other Asean members are 
far and away the biggest 
in the grouping (see trade 
müp) because its port is 
Southeast Asia's biggest 
trans-shipment centre. 
But it would also like to 
increase its own share of 
intra-Asean trade. "They 
want to supplant some of 
the imports into the re- 
gion" with goods made 
in Singapore, says Paul 
Wedel, who works for 
Pac Rim, a Singapore- 
based consultancy. 

Worried that Afta may 
fall prey to protectionism, 
the Singapore Govern- 
ment asked Thai Prime 
Minister Chuan Leekpai 
to put more effort into 
Afta when he visited 
the island republic in 
mid-March, diplomatic 
sources say. Chuan called 
in Singapore for a “trans- 
ition period" for Afta. Al- 
though he did not elabo- 
rate, the comment, re- 
peated on his next stop in 
Manila, appeared to be- 
tray doubts about the 


mits 
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and Indonesia are not putting in their full 


pace of liberalisation. 

The perception that Thailand is drag- 
ging its feet is ironic — Afta was a Thai 
initiative. Observers in Bangkok, however, 
say Thai businessmen share the same con- 
cerns as their counterparts in Malaysia and 
Singapore. “The fear is that some of the 
more protectionist countries could use Afta 
to dump into more open economies,” says 
Christopher Bruton of the Economist Intel- 
ligence Unit (EIU) in Bangkok. 

A businessman in Bangkok predicts 
there will be increasing pressure on the 
government to delay Thailand's implemen- 
tation of Afta. "There are some very pow- 
erful industries here who do not view Afta 
favourably," he says. Petrochemical and 
palm-oil producers are among the groups 
who are pressing for protection. 

Moreover, Chuan's administration is 
more vulnerable to such pressures than 
was the caretaker government of Anand 
Panyarachun, which shepherded Afta into 
existence. Chuan's coalition, which as- 
sumed office after elections in September, 
draws support from industrial lobbies and 
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regional constituencies that rely on pro-- 
tected agro-industries, analysts say. And 
there are signs that Thai businesses are 
shifting the focus of their market expan- 
sion away from Asean, lured by oppo 
nities in China and Indochina. That has 
luted interest in Asean as a regional ma 
ket. E 
If Thailand is one source of uncertainty — 
for Afta, Indonesia is another. The new 
cabinet announced in mid-March by Presi- — 
dent Suharto has left the business commu- ~ 
nity both inside and outside Indonesia puz- ` 
zled and concerned. Well known support- - 
ers of trade liberalisation such as Radius- 
Prawiro and Johannes Sumarlin were re- 
placed by a new team of economic offi- 
cials, some of whom are regarded as less 

committed to free trade. x 

"Ihe strategy is shifting and people . 
are changing. Eventually, ves, pragmatism 
will prevail, but in the meantime we may 
have to experience setbacks," says Tanri 
Abeng, a senior executive at Bakrie, an In- 
donesian group that is eyeing investments 
throughout the region. E 

Abeng's confidence 
that Afta will stay on 
track, even if progress 
is hesitant, is echoed in. | 
Thailand. "There will 
probably be stalling, but 
not a complete reversal 
because Asean is o 
politically important to = 
Thailand," the business- . 
man in Bangkok says of © 
the new administration ` 
there. Er 

Many businessmen, - 
however, have yet to be. 
convinced. Raul Con- | 
cepcion, president of Ma- 
nila-based air-conditioner = 
and refrigerator maker . __ 
Concepcion Industries, 
says the private sector's ^. 
chief concern is Afta’s ` 
lack of transparency, cou- . 
pled with fears that it will - 
not provide a level play- 
ing field. Fearful of the 
consequences of hasty 
liberalisation, Concepcion 
adds: "If right now, you - 
remove protection, the 
domestic base will be- 
eroded, margins will be- 
lost, and many industries 
will just collapse." 

In Malaysia, Philips’ 
Ilhan says the Dutch- 
based multinational may 
have to close the lamp 
factory he manages 
when, four years from 
now, Afta's tariff cuts 
make it cheaper to import 
from elsewhere in Asean. 
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“Multinationals can live with this because | F IN ANCE 


we have regional production centres. But 
what about local producers?” he asks. 

Much will depend on how well placed 
individual industries are to tap the regional 
market. Members of the Malaysian Plastics 
Manufacturing Association, for instance, 
support Afta because they are eager to 
break out of the limited Malaysian market. 
But plastic resins makers would like to 
have a more protected market. 

Indonesia economist Sjahrir paints a 
similarly varied picture. “The local textile 
industry would like to have a much more 
open trading regime,” he notes. “But the 
large state-enterprise sector is all for pro- 
tection.” 

Compounding the doubts about Afta’s 
underlying aims, most producers do not 
know how the trade agreement will affect 
them. Malaysia, despite its early commit- 
ment to Afta, is not due to announce a full 
list of tariff levels until next month. In the 
Philippines, an executive complains: “I 
have to work it out for myself — and the 
government is asking me for the data.” 

Among other concerns: businessmen 
want an effective dispute procedure to 
handle complaints; non-tariff barriers have 
still to be addressed; and multinationals 
would like to see financial services in- 
cluded in Afta in order to facilitate cross- 
border transactions. Businessmen, mean- 
while, are divided about the pace of liber- 
alisation. Steve Wong, an economist with 
Zalik Securities in Kuala Lumpur, thinks 
Afta is moving too slowly. “We have to 
front-load the programme, not back-load 
it. Ten years is too long,” he says. 

Others see the gradual pace as the best 
way to forge acceptance. “It is slow enough 
so it should not hurt anybody,” says Pac 
Rim's Wedel, though he concedes there are 
dangers in being too cautious. "Until peo- 
ple see a degree of implementation, [Afta] 
will be ignored," he adds. 

Behind many criticisms, however, lies a 
lingering belief that Afta may be putting 
the cart before the horse. Far from pinning 
their development on specialisation, most 
of Asean's members compete head-on in 
many sectors. "You can't have a free-trade 
area without industrial complimentarity,” 
says the EU's Bruton. 

In the Philippines, Concepcion agrees. 
“We have to decide that Afta is the only 
way to be competitive, but we have also to 
decide on comparative advantage, and al- 
low each country to make what they make 
best,” he declares. 

Moreover, while the concept of an inte- 
grated market sounds alluring, prevailing 
trade flows show that Asean is far from 
becoming one. Exports to Japan, the US 
and Europe tower over intra-Asean trade. 
The latter amounted to US$64.6 billion in 
1991, or 19.6% of Asean's total trade that 
year — not much diffetent from its 18% 
share in 1980. = 


Owning Up 


Malaysia’s Bank Negara suffers currency losses 





By Doug Tsuruoka in Kuala Lumpur and 
Jonathan Burton in New York 


alaysia’s central bank, long re- 
M garded as a maverick among such 
institutions, has admitted to mak- 
ing massive paper losses on its foreign-ex- 
change operations. The news of the losses 
could tarnish the reputation of Bank 
Negara, as it is known, and could have 
political repercussions. 

The losses were disclosed in the bank's 
latest annual report, published on 30 
March. The bank stated that it had suffered 
a M$27 billion (US$1 billion) contingent 
liability on forward foreign exchange trans- 
actions as of 31 December 1992. These are 
losses that have not been booked, but are 








a : ; -" 
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Jaffar's timing may have political significance. 


carried over in the accounts from one year 
to the next. 

In addition, it said its so-called Other 
Reserves fell from M$10.1 billion to M$753 
million last year. These reserves, which 
comprise money set aside for exchange- 
rate fluctuations, as well as for changes in 
the value of investments and for contin- 


| gencies in the local insurance industry, ap- 


pear to have been in danger of disappear- 
ing altogether. They did not do so because 
a sum of M$800 million was transferred to 
the category from the General Reserve 
Fund. 

If the contingent liability, drop in re- 
serves and transfer are simply added to- 
gether, it leaves open the possibility that as 
much as M$12.8 billion in funds — an 
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amount equivalent to more than a quarter 
of the value of the central bank's total gold 
and foreign exchange reserves — was lost, 
on paper, due to various factors such as 
adverse currency movements. 

Bank Negara gave no reasons for the 
massive fluctuations in its liabilities at the 
time the annual report was released. 
But in answer to reporters' questions, the 
bank issued a statement two days later 
explaining that its external reserves had 
been "adversely affected" by a sharp ap- 
preciation in the value of the Malaysian 
ringgit last year. The bank went on to 
confirm that the foreign-exchange 
"adjustments" were "substantial" and said 
that “a charge" had been made against the 
bank's Other Reserves. 

Four reasons were given 
by the bank for the adjust- 
ments: 
> The ringgit rose by 4- 
29% against seven major 
currencies last year, ad- 
versely affecting the bank's 
external reserves, denomi- 
nated in ringgit. 
> The bank adopted a 
more consistent policy of 
valuing its external reserves 
according to current market 
rates, rather than at cost of 
acquisition. This caused 
gold and foreign exchange 
reserves to grow by 58% to 
M$46.1 billion. 
> It diversified the compo- 
sition of its reserves. 
> In order to mop up “sub- 
stantial” amounts of domes- 
tic liquidity, it borrowed 
heavily at expensive, market 
rates of interest. 

Analysts say that the bank’s reply to 
questions regarding its accounts left them 
with the overwhelming impression that at 
least a sizeable portion of the charges 
against reserves was related to currency 
trading. They point out that central banks 
in Europe and elsewhere lost billions of 
dollars from their reserves last year trying 
to stabilise their currencies, at a time of un- 
precedented volatility on the foreign ex- 
changes. In September, sterling and the 
Italian lire were taken out of the European 
Exchange Rate Mechanism because of a 
massive speculative assault on these cur- 
rencies. 

But analysts add that the Malaysian 
ringgit was not in the eye of the specula- 
tive storm last year. Bank Negara has long 
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freeze on COSTS, too? cause hot-spots and break-throughs. Thats why Nueva Montana 


Yes, you can. 


consumes massive electrodes, wears down furnace linings, and can 


Quijano, a major Spanish steelmaker, commissioned ABB to implement a new 
process control system for its electric arc furnace in Santander. Increased efficiency 
has produced an energy saving of 596, while electrode consumption decreased 
14%, breakage by 50%, and lining wear went down 8%. 

ABB also serves the steel industry with weighing systems, arc furnaces, electro- 
magnetic stirrers and brakes, as well as process control and electrification systems 
for the entire mill. As a leader in electrical engineering for industry and transportation, 
and in the generation, transmission and distribution of power, ABB is committed 
to industrial and ecological efficiency worldwide. We transfer know-how across 
borders with ease. But in each country, ABB operations are local and flexible. That 
means we are close at hand to help our customers respond swiftly and surely to 
technological challenges which stretch the limits of the possible. Like heating up 


production while cooling down costs. 


ABB Holding Ltd., Reader Services Center, G.P.O. Box 448, Hong Kong AR H 
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been known to do more than merely stabi- 
lise its currency, by speculating on foreign- 
exchange movements. “A lack of prudence 
has been exercised by a central bank which 
people expect to be conservative," says a 
stockbroker in Kuala Lumpur. He adds 
that central-bank officials had admitted to 
him weeks before the release of the 1992 
annual report that the institution had lost 
billions of ringgit through foreign-ex- 
change trading. 

"Those guys were caught with their 
pants down," says Jonathan Slone, a New 
York-based managing director of sales for 
Credit Lyonnais Securities (Asia). "A cen- 
tral bank's policy should be to manage its 
currency, not to make money in the mar- 
ket. They were doing what everybody 
knew they shouldn't have done and now 
they have paid the price." Bank Negara 
declined to comment on the de- 
tails of its foreign-currency trad- 
ing. 

"This is not the first time that 
Bank Negara's activities in the for- 
eign-exchange markets have 
raised eyebrows. Sources say that 
it began to trade currencies ac- 
tively in the mid-1980s. The bank 
hired a number of Malaysian and 
foreign currency dealers trained at 
Western investment banks who 
were informally encouraged to 
take positions in the foreign ex- 
changes. 

In 1989, it was reportedly criti- 
cised by unidentified Western 
monetary officials for speculating 
in the yen and US dollar at a time 
when the Group of Seven indus- 
trialised countries were trying to 
stabilise the currency markets. 
And in 1990, the Malaysian cen- 
tral bank disclosed to parliament 
that it was trying to recover US$42 
million of gold leased to a failed 
unit of Drexel Burnham Lambert 
Group, the US investment bank 
that pioneered junk-bond trad- 
ing. 

Indeed, the bank posted a con- 
tingent liability on forward for- 
eign-exchange contracts of M$717 
million at the end of 1989 and of M$204 
million the following year. No such liabil- 
ity was recorded in 1991. 

Although the latest adverse charges to 
the central bank's accounts are unlikely to 
affect the Malaysian economy, the disclo- 
sures could have political implications, 
sources say. 

Bank Negara is closely tied to the Fi- 
nance Ministry, run since March 1991 by 
Datuk Seri Anwar Ibrahim, who is often 
described as a potential successor to Prime 
Minister Datuk Seri Mahathir Mohamad. 
The Central Bank governor, Tan Sri Jaffar 
Hussein, a former successful private 
banker, was appointed by the cabinet in 
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proval to extend his term for another two 
years to 1995, 

The timing of the announcement about 
the foreign-exchange charges may also be | 
significant, sources add. It comes well | 
ahead of the November meeting of the gen- — 
eral assembly of the United Malays Na- | 
tional Organisation, the main party in the - 
government, at which many senior figures 
face re-election to top posts. 

Analysts say that the government may 
have wished to get the news out of the 
way with several months still to go before 
the meeting. Others suggest, though, that 
whatever the political effects, the paper for- 
eign-exchange losses were too large to be 
left unbooked. 

The bank declined to comment on 
whether it had changed its approach to the 


currency markets in recent months. But 
there is no sign that it has drawn in its 
horns. According to a deputy general man- 
ager of a Japanese bank's foreign-exchange 
division in Tokyo, Bank Negara is still ac- 
tive in the currency market. He says the 
Malaysian bank changed the banks it 
traded with after the European foreign-ex- 
change crisis in September. "They have 
had quite a changeover in traders,” he 
adds. 

Most of the bank's currency operations 
appear to take place in Europe and the US 
at the moment. "It's a powerful presence," 
says Ezra Zask, a currency fund manager 
in New York. " 
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Power 
Play 


India turns to private 
sector for new projects 


abhol is a quiet little > fishing port 300 
kilometres south of here, but it may 
look very different in five years: 
huge tankers pulling into its harbour and 
pumping liquetied natural gas (LNG) into 
glistening white storage spheres, a power 


| station humming with activity and high- 
| tension power lines stretching off towards 
_ India's west coast cities. 


The US$2.5 billion private-sector project 
reflects the sharp turn in Indian economic 
policy since Prime Minister P. V. Nara- 
simha Rao's government came to office in 
mid-1991. Apart from private utilities in 
three cities left over from colonial times, 
electricity generation had been reserved for 
the public sector. 

Dabhol will be 100%-owned by two US 
companies — Enron Power Development 
Corp. and General Electric Corp. — and 
will remit profits back to them from sales 
to the Maharashtra state utility. It will be 
built with imported machinery and its LNG 
fuel will involve a foreign currency outlay 
of about US$1.1 billion a vear. 

Dabhol and a clutch of similar projects, 


| totalling about US$5.5 billion, could be eli- 
| gible for overseas financing, indicating that 


Rao's government has worked hard to 
make them bankable. On 2 April, Power 


_ Minister N. K. P. Salve confirmed a series 
| of government policy decisions hammered 
! out over recent months to reassure foreign 


investors and bankers. The three key deci- 


| sions: 


> The central government will issue coun- 
ter-guarantees, at the request of state gov- 
ernments, on sales of bulk electricity by pri- 
vate generation companies to state electri- 
city boards (SEBs). If an SEB does not meet 
its bills, the central government would di- 
vert funds to the company from the state 
government’s share of centrally collected 
taxes. 

> Private power projects will be allowed 
to tap multilateral funding from agencies 
such as the World Bank and the Asian De- 
velopment Bank. Like all such borrowings, 


| these loans will get a sovereign guarantee 
|! from New Delhi. 


> The high rate of return on investment 


| guaranteed by the power tariff formula, 
| currently about 16%, can be guarded 
| agas exchange-rate fluctuations. The 
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ment did not undertake any efforts to consolidate the budget by cutting 
expenditures. One thing should not be overlooked, however: Interest payments on 
the public debt - DM 1.5 trillion at the end of 1992 ~are already as high as some 
DM 110 billion p. a. In purely mathematical terms, the annual interest service is —— 
thus equal to about two-thirds of new borrowing. The following simple arithmetic —— 


The Bundesbank's manoeuvring room has widened, and expectations of 
lower interest rates are unbroken. Frankfurt has now also given short 
rates a downward push. 

The German bond market's rousing start to the year, which took even optimists by 
surprise, has pushed bond yields down to their lowest level since early 1989, 


although the Bundesbank has made only 
marginal cuts in the kev interest rates so 
far. The market has come to take further 
kev-rate cuts for granted; merely time 
and extent of such action, which will 
clear the way for a fall in short rates, are 
still a matter for conjecture. 

The Bundesbank has shown great caution 
so far. In the meantime, however, Frank- 
furt’s manoeuvring room has widened: 
The latest wage settlements are largely in 
line with its wishes, and inflation is 
expected to ease slightly in the months to 
come. 


Import prices provide relief 

If further progress in curbing inflation is 
to be made, however, the D-mark's 
exchange rate will at least have to remain 
stable. 

À "three" in front of the decimal point, 
which many believe can be taken for 
granted after the latest wage agree- 
ments, will no doubt be a major factor in 
determining the extent to which the 
Bundesbank will be able to loosen the 
monetary reins. The bullish tone in the 
bond market, despite the stronger dollar 
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German inflation since the mid-1980s has been entirely due to domestic causes, While the 
consumer price index was close to 119 (1985 = 100) in February, the import price index 
registered a fall to 79'/:, This means that the average price of imports is down more than 
one-fifth from its level some seven years ago. This is due not least of all to the weakening of 
the dollar, which has dropped some 44 per cent from its late- 1985 level, While import prices 
(in D-marks), and thus the Federal Republic's import bill, are benefiting from the mark's 
strength, the above-average increases in rents (+ 27.6 per cent since 1985) and the prices 
of services (+ 27 per cent) are fuelling inflation. Rising import prices, mainly energy prices, 
would quickly feed through into the consumer price index. For this if for no other reason, 
maintaining the D-mark’s stability will remain high up on the Bundesbank 's list of priorities. 





(based on an average capital-market — .- 
interest rate of 7.2 per cent) shows that — 
net borrowing will have to be further — 
reduced to alleviate the cost burden on ` 

the public authorities; If annual net > 
borrowing should keep at DM 170—180. 


billion also in the years to come, the —— 


proportion of interest pavments to total 
new borrowing would rise to 90 per cent 
of total borrowing by 1997; in 1999, the 
government's interest service would by 
higher than the total amount borrowed 
this vear. 
Although estimates of the public debt are. 
of little use as a basis for forecasts 
regarding interest-rate trends, the steep 
rise in public borrowing (a direct 
consequence of German unification) 
should not be taken lightly: The Federal 
Republic, formerly one of the leading 
capital exporters, will remain dependent 
on imports of capital for some time, as 
these funds are needed to bridge the gap 
between the overall demand for capital 
(from the government, companies and 
private individuals) and total savings. 
This makes it necessary to ensure that 





interest rates do not undercut the 





D-mark's appeal, as otherwise foreign investors may lose interest ia DM 
securities. 

It is therefore to be expected that the Bundesbank will move in concert with the 
other central banks. Such concerted action is necessary, not least because of the 
depressed state of the world economy, which calls for lower interest rates. 


(the greenback has risen a good 18 per cent against the D-mark since September 
1992), is also, if not solely, due to the interest-rate hopes cautiously nourished by 
the Bundesbank. But this also means that —while adverse external influences 
(EMS, US interest rates and the dollar) have not diminished the D-mark's strength 
so far- "home-made" factors could take on increasing importance again as 
- determinants of interest rates in the coming months. A major home-made factor, 
apart from inflation, is the public debt. 

Borrowing by the public authorities, estimated at DM 170-180 billion in 1993, 
will hardly inspire much confidence regarding interest rates. A look back on the 
previous period of high interest rates in the early 1980s shows, however, that a 
comparatively high public-sector borrowing requirement does not necessarily 
have the effect of driving up interest rates. 

Despite the high debt-to-GNP ratio, yields quickly declined as of 1982. At mid- 
1982 (the discount rate stood at 7 '/; per cent and the Lombard rate at 9 per cent), 
the Bundesbank switched from red to amber, reducing the discount rate 
and the Lombard rate to 5 per cent and 6 per cent, respectively, and 
then changed to green. The key-rate cuts since September 1992 
could thus be regarded as another amber phase. 

The government's high new borrowing (including borrowing by 
the Federal Railwavs, the Federal Post Office and other 
independent agencies) does not, therefore, give any 
grounds for pessimism regarding interest rates. Such 
pessimism would be justified only if the govern- 
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| That's because these massive con- 


, US$80 billion, counting recently 


method used could follow the example of 

| Hongkong's Hopewell group with its 
|, Navotas power station in the Philippines, 
| under which a portion of the electricity tar- 
| iff is set in foreign currency to cover for- 


eign equity and debt. Or it could follow 


| Pakistan's use of forward exchange-rate 
_ cover, building the cost of this insurance 
| into the tariff. 


The central counter-guarantee may be 


| the clinching factor, if international banks 
| judge that it provides enough security for 
| loans. “All the foreign companies have 
| been telling us that the state governments 
| and the SEBs are not internationally credit- 
_ rated, and therefore they have been re- 
| questing a government of India guarantee 
| of the SEB obligations,” an Indian power 
| official says. However, officials 
| are not yet sure if the counter- 
| guarantee idea will work. One 
| problem: the central-state division 
| of revenue is set only five years in - 


advance, rather than the 15 years 
bankers probably will expect. 

Until now, investors had been 
considering escrow-account 
mechanisms, under which pay- 
ments by electricity consumers 
would be put into a bank account 
and private power suppliers 
given first call. But this depended 
on the ability of the SEB to extract 
payment from consumers, and 
the independence and strength of 
the trustee bank. 

New Delhi remains opposed 
to an outright sovereign guaran- 
tee for foreign equity and borrow- 
ings in private power projects. 


tingent liabilities could affect In- 
dia's credit rating and lead to an 
overall rise in the cost of funds. 
India's foreign debt is about 


adjusted Soviet loans and defence 
purchases. 

In the Enror-GE case, bankers 
will look at the relative soundness 
of Maharashtra's state finances 
and its SEB's record in paying for 
power supplies by privately 
owned Tata Electric Supply Co. The inves- 
tors are also talking with the World Bank 
about financing, which could bring in some 
sovereign-risk capital. 

The reason for New Delhi's eagerness is 
obvious. Power cuts through the hot sum- 
mer months restrict industrial activity and 
may choke off export-oriented manufactur- 
ing investment. Economic analysts see in- 
vestment in power as a prelude to new 
manufacturing activity. "If this comes 
through, everything else will come rela- 
tively painlessly,” one diplomat says. “If it 
doesn't come, nothing else matters." 

Traditional investment patterns are un- 
likely to bring power supplies up to rap- 
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idly growing demand. To meet its budget 
targets, New Delhi has found it easier to 
cut capital spending on infrastructure like 
power plants. The collapse of the Soviet 
Union also meant that projects totalling 
5,700 megawatts no longer had a financial 
backer. 

The government's Planning Commis- 
sion recently warned that without new pri- 
vate investment, India could expect about 
only 30,500 MW in new capacity over the 
five years ending March 1997. Given rising 
demand, this would leave India roughly 
where it is now — with supply 21% below 





peak demand and a 9% energy shortage 
overall. 

Slow growth in Western industrial 
countries has meant that their utilities are 


"Switched On 





attracted by the relatively high returns of- 
fered by countries like India. US firms are 
particularly active; of 41 proposed private- 
sector power schemes in India, 19 count 
US firms as potential investors. European, 
Southeast Asian and Australian firms are 
looking at seven other projects. 

These 41 projects could add a total 
20,000 MW to India's current capacity of 
about 66,000 MW, and involve investment 
of Rs 520 billion (US$16.5 billion). Indian 
officials say that the government is giving 
priority to eight of them, with a combined 
capacity of 5,142 MW and investment of 
about US$5.5 billion, including the Enron- 
GE project. m 
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apanese call it amakudari: when. top 
bureaucrats retire to cushy sinecures 


in the private sector, they "descend 
from heaven." These days, officials are fall- 
ing to earth with a bump. 
. . Recession-hit companies are reluctant to 
hire men from the ministries because they 
cannot afford the salaries. And deregula- 
tion is fraying government-business ties. 
What is more, the Japanese public is be- 
coming fed up with the close links between 
Qusinessmen and bureaucrats, a relation- 
ship that is a key component in what is 
called Japan Inc. 

` Popular disquiet has grown in the wake 
of a financial scandal involving Shin 
Kanemaru, a former top politician linked 
to the construction industry who was ar- 
rested last month on corruption charges. 
Following this move, it was reported that 
construction companies were awarded 
contracts worth ¥100 million (US$88,000) 
for every former official they hired from 
the Housing & Urban Development Corp., 
an organisation tied to the Construction 
Ministry. 

As a middleman between the regulator 
and the regulated, amakudari used to be 
an accepted fact of life in Japan. But that 
was before firms tightened their purse- 
strings. "Amakudari are expensive," says 
Robert Orr, director of the Institute for Pa- 
cific Rim Studies at Temple University Ja- 
pan. "In good times, they may be a neces- 
sary accessory. But when times are tough, 
it's one area where companies will want to 
cut back," Orr says. 

"Companies do not welcome more 
amakudari. It’s a burden on them,” says 
Yukio Noguchi, a prominent economist at 
Hitotsubashi University. Bankers agree 
with this assessment. “If you want to em- 
ploy a high official, you have to pay a huge 
salary," adds Kazuhisa Marukawa, a man- 
ager at the Export-Import Bank who used 
to handle amakudari programmes until his 
recent transfer to another department. 

Two examples of plum jobs: Hiroshi 
l'omizawa, former deputy commissioner 
or the National Tax Administration, was 
ecently appointed adviser to Japan To- 
acco, the quasi-government body that 
yenerates huge amounts of tax revenue 
'ach year from its semi-monopolistic ciga- 
'ette sales; and Toshihisa Dake, councillor 
it the Ministry of Construction, was ap- 
;»ointed managing director at Haseko, a 
eading general contractor last year. 
= There has been a steady decline since 
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obs for the Boys 


Ji Japanese system of inis retired officials loses favour 


the mid-1980s in the number of senior offi- 
cials descending from heaven. According 
to the National Personnel Authority, a gov- 


ernment body, there were 208 amakudari 


last year compared with a peak of 318 in 


1985. The privately owned Teikoku 
Databank shows the same trend. The 
number of retired officials from the Minis- 
try of Finance and the central bank joining 
financial institutions fell by 12 to 141 last 
year. 

In other countries, civil servants also 
routinely join the private sector on retire- 
ment. But critics say that in Japan recent 
scandals have shown the system is more 
liable to compromise the independence of 
the bureaucracy. With clockwork regular- 
ity, each ministry negotiates annually with 





firms it regulates to take some of its old 
boys. 

The most sought-after amakudari, ac- 
cording to surveys, are those from minis- 
tries with wide-ranging regulatory powers: 
Finance, International Trade and Industry, 
Transport and Construction. “General con- 
tractors which take amakudari regularly, 
always manage to win big public projects 
every year, says one Tokyo-based con- 
struction specialist. 

In theory, a retiring bureaucrat cannot 
join a private firm in an industry he was 
regulating during the previous five years. 
But there are many exceptions made to 
this. With the prospect of a good amak- 
udari at the end of his career, a Japanese 
bureaucrat takes pains to cultivate connec- 
tions with companies from the first day he 
joins a ministry. 

Defenders of the system say that it 
keeps the civil service young and relatively 
uncorrupt. The prospect of a lucrative job 


FAR EASTERN ECONOMIC REVIEW 


increasingly seen as a hindrance to t 


B | anti-monopoly watchdog in the past 20 ur - 





when a bureaucrat retires helps i hini to1 
sist bribes while in office and to endu 
long working hours and a low 
akudari programmes also 
aged officials who opt for e 
when promotion prospects gro 

Close public-private ties, proi 
amakudari networks, were one reason 
the country's post-war success, but they 
















opening up of Japan. Public criticism 1 
during a series of securities scandal 
1990-91 in which it was revealed that st 
brokers compensated favoured clien 
share losses. It was said that the Finan 
Ministry was too protective of the secui 
ties industry, thanks partly to the old boy 
network. 

In one sign of public intolerance t 
wards the amakudari system, oppositi 
politicians objected in parliament last Ma 
that the proposed chairman of the suppo 
edly independent Fair Trade Commission | . 
came once again from the Finance Minis- ^. 
try. Kogayu Masami, a former vice-minis- E 
ter, was appointed nonetheless, the fourth 
consecutive finance official to head. the 





years. : me 
Adding to this chorus of public objec- SUE 
tion, Keidanren, the big-business organisa- 
tion, urged in February that the govern- 
ment should try to reduce the number of 
amakudari. 
Even before the current recession, notes 
Noguchi, it was already growing difficult 
for retired officials to catch plum jobs. 
“This is particularly true for the banking 
sector, where attractive positions have ab = 
ready been occupied. New amakudari |. 
have to go to regional banks or other e 
smaller institutions," he says. ju 
Since it is becoming difficult to gain tóp p 
jobs in major companies, Japanese bureau- 
crats are starting a second career in another 
way. In recent years, there has been an in- 
creasing number of quasi-government - 
agencies set up to absorb the early retirees. . 
With names such as “research institute" 
and "information centre," these entities are. 
heavy staffed by former bureaucrats and. - 
are often financed by both private and pub- _ 
lic money. A survey by the cabinet-level. - 
Management and Coordination Agenc 
showed that the number of organisations 
registered as “non-profitmaking legal. 
ties" affiliated with ministries increased. 
472 to 6,841 in the three years to Octobe 
1990, the last date when comprehensive . 
statistics are available. » 
One new arrival is the Comprehensive 
Land Research Institute set up in March 
last year by the National Land Agency and 
the Construction Ministry. Real-estate - 
firms and financial institutions provided 
the paid-up capital of Y627 million, while 
the two bureaucracies provide annual sub- 
sidies to run it. As expected, the institute is 
staffed by amakudari. " 
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Big Blue Looks East 


IBM's best opportunities for growth are in Asia, but the world's 
biggest computer company must act quickly to stay ahead of 
the changes sweeping the industry. 


By Mark Clifford in Hongkong 


A visitor might think he 
had wandered into the 
wrong company. In an 
IBM demonstration room, 
sandwiched among the 
company's hardware, is a 
pair of computers made 
by two of Big Blue's fiercest competitors, 
Digital Equipment and Apple. A clutch of 
eager IBM staffers shows how easily their 
company's computers can talk with ma- 
chines from other makers. 

“A couple of years ago this would have 
been heresy," says Robert Savage, manag- 
ing director of IBM China/Hongkong, as 
he looks at his rival's equipment in the 
company's HK$24 million (US$3 million) 
open-systems facility. 

This is IBM? Until only a few years ago, 





Big Blue was so dismissive of rivals that it 
refused to talk about them. But with its 
survival as a unified company at stake, IBM 
no longer has the luxury of ignoring other 
companies in the increasingly competitive 
computer market. The monolithic IBM sales 
pitch, based on a computer world ruled by 
Big Blue's systems, has been upended by 
technological changes. 

IBM has laid off 105,000 employees since 
1986, a quarter of its workforce, and many 
analysts say it needs to cut another 100,000. 
Last year, it recorded a worldwide net loss 
of US$6.9 billion. 
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IBM's new chief executive, 
Gerstner, the first outsider ever to head the 
company, is likely to keep a close eye on 
Asia. The region is an important part of the 
IBM empire — but one in which analysts 
say the company must seize opportunities 
quickly if it is to prosper. 

IBM's Asia-Pacific operations, from Ja- 
pan to India to New Zealand, had sales of 
US$9.7 billion last year and accounted for 
15% of the company’s total revenue. In re- 
cent years, however, these operations have 
accounted for about a third of the com- 
pany’s total operating profit. 

It is too early to say whether IBM can 
meet the challenge to radically reshape it- 
self. But in Asia, the world's largest com- 
puter company is doing relatively well. 
^We're holding our own or growing mar- 
ket share in Asia and in Japan," says Ned 
Lautenbach, a senior executive at IBM's 
headquarters in Armonk, New York, and, 
until 31 March, president of IBM Asia Pa- 
cific. 

“I’m very bullish on where our busi- 
ness is going," Lautenbach says. "It's an 
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part of our operations. We're the 
nformation-systems company in a 
5 -growing territory.” 

3M's success or failure in the region will 
have a profound impact both on the 
company and on Asia's information-tech- 
nology industry, because it is the largest 
computer company in every Asian coun- 
try except Japan. Whether IBM wins or 
loses market share will be as important for 
the companies that compete against it in 
everything from personal computers to 
mainframes as for IBM itself. If IBM learns 
from its mistakes in the rest of the world 
and takes advantage of the opportunities 
for growth with its experience in the re- 
gion and its tremendous technological 
base, analysts say Asia could be a pivotal 
source of sales and earnings for the com- 
pany. 

Asia will feel the shock waves as IBM 
struggles to cut costs and find ways of 
manufacturing and marketing its products 
more competitively. IBM purchases nearly 
US$2 billion of goods in the region each 
year, from companies as diverse as 
Wearnes Technology of Singapore to 
Samsung Electronics of South Korea, and 
the figure is rising. 

IBM's troubles are a warning to other 
Asian electronics companies. Japanese 
companies, which modelled themselves in 
many respects on IBM, are also struggling 
with sluggish demand and increased com- 
petition. South Korean companies, the re- 
gion's only other large, integrated electron- 
ics concerns, will likely watch IBM, as they 
have done little to distinguish themselves 
in the computer market. 

Taiwan's computer industry, by con- 
trast, is benefiting from the move towards 
smaller computers. Its companies lack the 
capital resources and organisational size of 
rivals in Japan and South Korea — let alone 
IBM. But the success of the island's compo- 
nents and personal computer makers 
shows that flexibility and a quick response 
to the market are a key part of success. 

As far as the computer business goes, 
Asia can be thought of as three areas. Aus- 
tralia and Japan account for most of the 
computer industry's sales, but these are 
mature and severely depressed markets. 
Then there are the fast-growing economies 
of East Asia, where growth is typically run- 
ning at a double-digit pace. Finally, there 
are the two giants of the developing world, 
china and India, where IBM has begun sig- 
nificant sales and manufacturing efforts (see 
iccompanying story). 

But even sluggish Japan looks prosper- 
ous compared with the US and Europe. 
"They are relatively protected out here," 
says Willy Boulter, a data-processing ex- 
2cutive for Hongkong-based Cathay Pacific 
Airways, one of IBM’s largest customers in 
Asia. “There has been a fairly buoyant 
narket, even for mainframes.” 

As a result, IBM's Asia-Pacific division is 
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removed trom many of the parent com- 
pany’s troubles. The unit, one of IBM's four 
international sales and marketing divi- 
sions, employs more than 28,000 people. 
Unlike 1BM as a whole, employment is 
growing at some of IBM's Asian operations. 
The sense of crisis felt by BM employees in 
most parts of the world is absent from 
those working in Asia outside Japan and 
Australia. What happens at IBM's US head- 
quarters "is of interest, but has no practical 
day-to-day impact on us," says Barry 


Lennon, the company's Singapore-based 
manager in charge of Southeast Asia. 
Some analysts say the relative health of 
their business has allowed many IBM units 
in Asia to put off hard choices of the sort 
that the US and European units are mak- 
ing to deal with the worst crisis in the com- 


pany's history. "One of the things that's 
disturbing to me is that many of the peo- 
ple I talk to [at IBM] say it's not going to 
affect them,” says Glen Rasmussen, who 
worked at IBM for more than 20 years and 
is now head of ResearchAsia, a Hongkong- 
based consultancy. 

Yet IBM’s partners and its competitors 
are bracing for change. “T think there’s go- 
ing to be turmoil in IBM for the next few 
years,” says John Clough, managing direc- 
tor of Commercial Software Services Ltd 
(CSSL). Twenty-five percent-owned by IBM, 
CSSL is the computer maker’s largest out- 
side vendor of its mid-range AS/400 com- 
puters in Southeast Asia. 

Clough views the troubles at IBM as 
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both a threat and an opportunity. T can 
feel the friction building up” betwe 
and CSSL, says Clough, who is tryin 
hammer out an agreement with IB) 
garding which lines of business th 
panies will cooperate in and which 
will compete in. IBM is a potential compe! 
tor as its sales force tries to sell into the 
fast-growing, lucrative software and serv- 
ices businesses where CSSL makes most of. 
its profit. | 

Services can include everything from 
recovering data that has been damaged in 
an explosion to keeping a mainframe com- | 
puter operating smoothly. Most of IBM's - 
services revenue comes from maintenance, 
especially of mainframes, but it hopes to 
get into faster-growing markets, such as 
consulting, contract data-processing work- 
and systems integration, which involves - 
tying together computers from different 
companies. 

Besides the threat of competing again 
IBM's sales force in services, Clough be- — . 
lieves there is a big opportunity in the mar- 
ketplace for CSSL as IBM grapples with new | 
ways of doing business. Currently, Cssl 
buys AS/400 computers from IBM Asia Wa: Un 
cific gee 

But if CSSL could buy the machines di- 
rectly from IBM Application Business Sys- 
tems, which makes them in Rochester, 
Minnesota, Clough believes the company 
could get a 50-60% discount from the list 
price, which is double the current discount. 

Such a margin would give CSSL a huge 
competitive edge — as well as rattle the 
pricing strategies of competitors. 

Moreover, making it easier for low-cost... 
middlemen such as CSSL to do business: 
could erase IBM's image as a high-costsup- ^ 
plier. "One of the biggest threats is that 
end-users feel that they have been paying 
too much for IBM's equipment," says Davis 
Blair of consultancy IDC. E 

To cut its sales and marketing costs, as 
well as to stretch its financial resources, IBM = 
has taken equity stakes in more than 100 - 
companies in Asia. These ventures are as: 
varied as a ¥33 billion (US$295 million) LCD 
screen-manufacturing plant with Toshiba 
of Japan, to a manufacturing operation 
with India's Tata group, to minority stakes 
in scores of computer resellers. Indeed, 
computer resellers such as CSSL now ac~ 
count for about 25% of IBM's hardware . 
sales in the Asia-Pacific region. : 

IBM is also likely to continue taking 
equity stakes in computer resellers that. 
typically bundle an IBM computer with 
specialised applications software. 

Resellers help IBM sell to accounts that it 
could not otherwise reach. And they do it 
cheaply. Clough's office in Hongkong's 
gritty North Point commercial district | 
looks out on laundry hung out to dry from 
the apartment building across the street. 
Contrast that view with ones from IBM's 
expansive offices in two of Ho ngkong’s: 
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most prestigious addresses — Exchange 
Square and Pacific Place — where even 
junior staff enjoy stunning vistas of the 
colony's Victoria Harbour. 

What goes for its offices is true of its 
entire organisation. IBM Hongkong/China 
had to spend 29% of its revenue on over- 
head costs in 1991. Although the percent- 
age is dropping — this year's target is 24% 
— it is still far above the 15-18% that 
resellers such as CSSL spend on overheads. 

IBM managers are aware of the need for 
change. There is a new emphasis on selling 
software and services, and compensation 
for the sales force is being reworked to en- 
courage them to sell these products. In 
1992, the company’s services revenue in 


| Asia rose 42% from a year earlier to nearly 


| US$1 billion. 

















"They are pushing the service business 


| quite hard," says S. S. Law, managing, di- 


rector of Three Principles Computer Ser- 
vices, a Hongkong-based AS/400 reseller 
that is 10%-owned by IBM. "But they don't 
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know where, when and how to push." 

IBM Japan's task of transforming itself 
into a service provider will not be easy. “If 
you're selling a product, service is ancil- 
lary," says Thomas McCarty, Asia-Pacific 
area manager for Andersen Consulting. 
“You want to give it away.” Conversely, in 
the services business, the tendency is to sell 
hardware at prices that cut too deeply into 
profit. 

IBM begs to differ. The company points 
to its success in signing a three-year con- 
tract with Cathay Pacific last October 
worth more than US$1 million annually. 
IBM will install and maintain a reservations 
network built around personal computers 
manufactured by Westinghouse. | 

IBM's Asian operations have made some 
of the most impressive strides in the com- 
pany. The service operation in Malaysia 
was the first IBM unit to win a silver award 
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in an intra-company contest based on 
the Malcolm Baldrige Quality Award 
benchmarking standards. Since then, the 
only other service units to achieve this level 
of accomplishment are IBM Taiwan and IBM 
Japan Systems Packaging Centre. 

Part public relations effort, part a be- 
lated response to the changes sweeping 
through the computer industry, IBM's 
open-systems centres are also evidence of 
the company's effort to show that its com- 
puters can talk to those of rivals. Since it 
opened a centre in Tokyo in June 1992, IBM 
has set up similar showcases in Sydney, 
Manila, Jakarta, Seoul and Kuala Lumpur 
as well as Hongkong. Centres are sche- 
duled to open in Taipei, Bangkok and Sin- 
gapore by mid-year. 

IBM has a lot to lose as the industry 
shifts away from proprietary systems, but 
the company insists that it is a willing con- 
vert to the open-systems creed. IBM wants 
“to make a clear demonstration that we are 
in the business,” says Ken Johnsen, direc- 
tor of marketing at BM Hongkong, “and 
counteract the very widespread perception 
that we are not in it.” 

This sounds simple, but the computer 
industry has little standardisation, despite 
all its talk about open systems. “A simple 
analogy is the motor car industry,” Michael 
Fleming, an industry specialist at account- 
ants Coopers & Lybrand, said at an IBM- 
sponsored seminar in December in Hong- 
kong. “If you are a qualified driver, you 
can step into a Mini, a Rover, a Rolls Royce, 
or a heavy 10-tonne truck” and quickly fig- 
ure out how to drive it. 

The ideal system, says K. T. Yung of the 
Hongkong Productivity Council, would be 
like a telephone. “I just plug in my hard- 
ware, maybe into the telephone socket, and 
it will detect everything.” That, anyway, is 
the dream. But for now, the world of often- 
conflicting computer standards is more of 
a nightmare. 

“Open systems puts a premium on 
technical knowledge,” Cathay Pacific’s 
Boulter says. After years of fighting open 
systems, IBM hopes to convince customers 
not only that its conversion is real but that 
it has the know-how and the desire to build 
and maintain complicated multi-vendor 
computer systems. 

IBM Japan says it is the pace-setter for 
the rest of Big Blue in the open-systems 
area. “The opportunity open systems rep- 
resents is the biggest inside our industry,” 
says Frank Squillante, the Tokyo-based di- 
rector of open systems marketing for IBM 
Asia Pacific. He predicts that his unit will 
rack up a 40% compound annual growth 
rate until 1995. 

Squillante says IBM Japan was the first 
IBM unit to market actively the open sys- 
tems concept. “We were the first to step up 
the investment in people and resources,” 
he says. “Most other IBM organisations are 
very interested in IBM Japan, which is set- 
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_ ting the model.” 

-+c Even within IBM, however, there are 
-doubters about open systems. "The chal- 
- lenge is convincing people in IBM that this 
Stuff is good," Squillante says. Outside BM, 
doubters are more numerous. Both com- 
petitors and analysts question whether the 
company has the desire to move in a direc- 
tion that would ultimately cannibalise its 
traditional businesses. 

IBM is in a difficult marketing posi- 
tion because of the breadth of its product 
lines. Companies such as Hewlett-Packard 
and Sun Microsystems of the US have been 
successful by concentrating on selling 
systems that run on the Unix operating 
system. Even former proprietary main- 
frame companies such as NCR and Unisys 
of the US have embraced Unix, a flexible 
system that allows software to be moved 
easily to dozens of competing computer 
platforms. 

IBM has a Unix-based system in the form 
of its RS/6000 engineering workstation. 
But one of the company's most important 
products, the AS/400, uses proprietary op- 
erating software. So IBM offers a Unix- 
based system while saying its proprietary 
product, the AS/400, is better for many 
applications. 

“The competition has all said Unix is 
open,” says Johnsen of 18M Hongkong. 
“The last time we counted there were 60 
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different Unix operating systems. The dif- 
ferent operating systems all have propri- 
etary flavours to them," meaning that a 
software program must be adapted to run 
on different Unix systems. 

At the same time, IBM is trying to define 
the notion of open systems more broadly 
so that it includes a wider set of standards. 
With the IBM sales force selling a Unix- 
based engineering workstation while at the 
same time saying the proprietary system is 
better, IBM's message risks being muddled. 
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some analysts have suggested that split 
ting the sales team along product lines. 
with one team concentrating, say, on 
RS/6000 and another on the AS/400 
might reduce the confusion and force 
forces to focus their efforts. E 
Even as it tries to pioneer new marke 
IBM must beware of sharply focuse 
competitors. Take personal computers, 
where Robert O'Malley, IBM Asia Pacific’s. 
managing director for personal computers, _ 
says he wants "no less than 15%” of the - 
personal computer market in each coun- - 


try 
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The only place in Asia that IBM comes 
close to that goal is in Hongkong, where it 
claims an 11% share. At the bottom of the 
list is the Australia-New Zealand market, 
where IBM has a paltry 1.7% market share. ^. 
There are no simple solutions for IBM in — . 
Asia. "They are faced with a real difficult 
situation now," ResearchAsia's Rasmussen: 
says. "They are having to change strategy 
and they are having to change their mental- 
attitude." B 
How quickly IBM's Asian operations can. 
do that may have a powerful effect on: 
the parent company. The earnings that 
Asia's fast-growing economies can gener- 
ate could provide much-needed cash to 
tide IBM over until the effects of its global 
restructuring are reflected in improved 
profitability. 
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IBM Japan struggles to restructure 








By Bob Johnstone in Tokyo 
Unlike its US parent, IBM 
Japan is not in the red — 
yet. But the sharpest eco- 
| nomic decline in recent 
Japanese history coupled 
with a move away from 
mainframes and towards 
networked systems has pummelled the 
company’s financial results. 

In recent months, IBM Japan has restruc- 
tured itself in an effort to stay on top of the 
swiftly changing computer market. Be- 
cause of this revamp and because Japan 
lags behind the West in moving towards 
open networked systems, the company 
believes it is in a much better position to 
reap rewards when the economy turns 
around. 

But the Japanese computer market is 
likely to grow worse before it gets better. 
Even IBM Japan president Kakutaro Kita- 
shiro concedes that the current fiscal year 
will be “extremely tough.” 

In March, Kitashiro announced that IBM 
Japan’s operating profit in the fiscal 
year ended on 31 December plunged 
74% from a year earlier to ¥27 billion 
(US$235 million). Revenue fell 1.4% 
to Y1.3 trillion. Changes in Japan's 











accounting law resulted in net in- 1, 


come of X31 billion (US$270 million), 


but this was still 45% lower than the 1; 


previous year. By contrast, IBM's in- 
vestments in Japan surged 50% to 
Y97 billion, reflecting the purchase of 
a computer-leasing company. 

IBM Japan is not suffering alone. 
Virtually all Japanese companies 
have put the brakes on capital 
spending, and earnings are down 
sharply throughout the computer 
industry. 

NEC and Fujitsu, the two most 
directly comparable Japanese com- 
panies, have projected their first-ever 
losses in the fiscal year ended on 31 
March, of ¥43 billion and ¥38 billion. 
Another company, Hitachi, expects to re- 
port a profit largely because of its nuclear 
power business. None of these companies 
has made the sorts of radical moves taken 
by IBM Japan to focus on the growing soft- 
ware and services business. 

Kitashiro says IBM Japan is profitable 
because it has adjusted to the new compu- 
ter market, especially to the increasing im- 
portance of software, which accounts for 
60-80% of the development costs of many 
computer systems. “For the past few years, 





we've been putting a lot of effort into shift- 
ing our emphasis from hardware to soft- 
ware and services," Kitashiro says. 

Software and services accounted for 
47% of IBM Japan's revenue in the just- 
ended fiscal year. Kitashiro expects these 
areas will make up more than half of the 
company's business in the current year. 

IBM Japan's revenue from software and 
services is growing 10-11% annually. Al- 
though margins in these markets are lower 
than those for mainframes, Kitashiro says 
that "in terms of return on assets, software 
and services are very attractive businesses 
for us." 

Other Japanese computer makers are 
starting to restructure in response to the 
changing market. In this respect, IBM Japan 
clearly has the jump on rivals. On 1 Janu- 
ary, it formed two new companies: IBM Ja- 
pan General Business and IBM Japan Ser- 
vices Business. 

IBM Japan will take responsibility for 
selling mainframe computers to corpora- 
tions. Mainframes have long been IBM's 
cash cow, but because of soft demand for 
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the big machines, heavy discounting is rife 
and sales are dropping. Sales of mid-range 
computers such as the AS/400 are also 
down. Indeed, iBM Japan's only current 
hot machine is the RS/6000 workstation, 
sales of which were up 50% in value last 
year. 

IBM Japan General Business is to handle 
sales of hardware to smaller customers and 
individuals. The company is to focus on 
personal computers, in which IBM ranks in 
fifth place by volume in Japan, far behind 
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market leader NEC. 

IBM Japan's new strategy is to become 
as strong in small machines as it is in big 
ones. That means taking on NEC, which has 
long dominated the Japanese personal 
computer market. In the past year, IBM has 
rallied most of NEC's rivals to support an 
MS-DOS compatible, double-byte operat- 
ing standard — DOS/V — that can handle 
Japanese characters. 

IBM Japan has had success selling DOS/ 
V computers to large customers. But the 
new machines account for less than 10% of 
the Japanese personal computer market, 
which is in the doldrums. In the fourth 
quarter of 1992, personal computer sales in 
Japan dropped 15% from a year earlier. 

Sales have been down partly because 
the tactics of US-based Compaq and, to a 
lesser degree, IBM sparked a computer- 
price war in Japan. Direct-marketing spe- 
cialist Dell joined the fray in January, when 
it introduced a Y98,000 personal computer, 
less than half the price of the cheapest NEC 
machine. 

Because of the competition in hardware, 
IBM Japan is pinning its hopes on software 
and services. But IBM Japan Services Busi- 
ness has an obvious disadvantage, as it 
must rely on its parent company and sister 
subsidiary as sales channels. 

"Our primary focus is IBM products," 
IBM Japan Services Business president 
Hideki Kurashige says. That, analysts ex- 
plain, is the problem. If the com- 
pany is to establish itself as a service 
vendor, it must persuade customers 
that it wants to serve them, not sell 
hardware. 

But finding success in the service 
business is usually the result of 
more than just knowing about 
technology. A company needs the 
skills necessary to help clients 
solve problems. Kurashige admits 
that the main challenge facing IBM 
Japan Services Business is how to 
develop those skills. "Service is a 
labour-related business, he says, 
“but the critical success factor is 
skills." 

These skills cannot be acquired 
by hiring employees fresh from 
universities. Analysts say IBM Japan 
needs to look outside the company 
for help from strategic partners. 
Two corporate alliances are already 
in place, one with NTT for network installa- 
tions and the other with Sumitomo Electric 
Industries for computer-integrated manu- 
facturing. 

Thomas McCarty, Asia-Pacific area 
manager of Andersen Consulting, believes 
IBM Japan Services Business could eventu- 
ally become à force to be reckoned with in 
the services sector. “They are formidable, 
no question about it,” he says. "They've 
got a lot of money, and they have tremen- 
dous reach." » 
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Regained Horizons 


IBM aims to make up for lost chances in China and India 


From his spacious office 
overlooking Hongkong's 
Victoria Harbour, IBM 
Hongkong/China manag- 
ing director Robert Savage 
has about as sweet a view 
as any executive at the 
embattled computer giant. 

As he looks out on the city, Savage can 
take satisfaction in the fact that IBM com- 
puters are being used throughout the 
colony in ever-greater numbers, from the 
office towers of Hongkong Island to the 
workshops of Kowloon. 

Sweeter still is the market that the self- 
assured Australian cannot quite see from 
the 33rd floor of the Exchange Square com- 
plex in the Central business district. For just 
past the mountains that frame his view is 
China, where IBM's revenue surged more 
than 70% last year to almost US$100 million. 

IBM has targeted China and India as two 
of its most promising markets. It is easy to 
see why. More than 2 billion people live in 
the two countries, or nearly 40% of the 
world's population. 

Yet IBM, which prides itself on being vir- 
tually everywhere, has only a minimal 
presence in each country. The company left 
China not long after the 1949 communist 
takeover. IBM exited India in 1978, rather 
than meet a government requirement that 
it sell a majority stake of its operation to an 
indigenous partner and turn over software 
codes to local rivals. 

Now Big Blue is trying to make up for 
lost opportunities. China and India are 
home to three of its four manufacturing 
and software-development joint ventures 
in Asia. 

IBM first entered China in 1934, when 
the company installed a punch-card sort- 
ing machine in Peking. Shortly after that, it 
opened offices in the capital and in Shang- 
hai. IBM re-entered China in 1979, but the 
company's business in the country has 
taken off only in the past three years. This 
year, Savage estimates sales in China will 
expand 25%. 

Moreover, even as IBM is slashing its 
staff worldwide, Savage keeps hiring. In 
the past year, IBM Hongkong/China dou- 
bled the staffing level for its China opera- 
tions — which has employees based in Pe- 
king, Shanghai, Canton and Hongkong — 
to 175. The payroll is expected to keep 
climbing. By the end of 1993, Savage ex- 
pects the number of China-market staff to 
be close to 300. 

Last year, IBM became,the first major 
foreign venture in China to be allowed to 





hire employees directly rather than 
through the government's contracting 
agency, Foreign Employees Service Corp. 
The agency can move employees at will, 
which gives companies little incentive to 
train staff. As a wholly owned venture, IBM 
also enjoys greater freedom to deal in local 
currency. 

IBM is benefiting from China's booming 
economy, which grew nearly 13% in 1992. 
But the company's China business has à 
big problem: sluggish personal computer 
sales. Sales of IBM’s PS/2 series of personal 
computers have been hampered by high 
prices and a poor distribution network. The 
computers are manufactured for the do- 
mestic market in the northern port city of 
Tianjin in a joint venture with the Tianjin 
Zhonghuan Electronic Computer Corp. 

“The area of business I’m most disap- 
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Savage has a good feeling about China. 


pointed in is the PC marketplace," says Sav- 
age, who vows to initiate "active plans to 
do much better in the PC market in China 
than we have in recent years." One option 
apparently under consideration is to make 
a lower-priced personal computer, most 
likely from the company's ValuePoint line, 
in Tianjin. 

But IBM will have to scramble to take 
advantage of the opportunities in China's 
growing personal computer market. “They 
missed two-and-a-half good years,” an ex- 
ecutive at a competitor says of IBM's deci- 
sion to stick with the PS/2 machines, 
which are designed to run best on the com- 
pany's proprietary OS/2 software. 

Foreign companies have about half the 
market in China for personal computers. 
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AST Research, a US computer maker that 
dominates the market, accounted for more 
than a quarter of the 200,000 units sold by 
all vendors in China last year, according to 
AST's Asia-Pacific managing director, Philip 
Wong. 

Nonetheless, if IBM brings a better pro- 
duct to the Chinese market and upgrades 
its network of about two dozen dealers, 
the company's name recognition and repu- 
tation for service should prove to be valu- 
able assets. 

While IBM is having difficulties in the 
hardware market, its software joint venture 
in the Shenzhen special economic zone ap- 
pears to be more promising. Started two 
vears ago, the International Software De- 
velopment venture with Shenzhen Univer- 
sity and the Bank of East Asia writes Chi- 
nese-language software, mostly for work- 
stations and mid-range computers. Most of 
the software is sold in China. 

Even though a sharp contraction in the 
Chinese economy could dampen sales, 
Savage professes more worry about the in- 
ternational political environment. IBM al- 
ready faces export restrictions on selling its 
RS/6000 engineering workstation to China, 
and the continuing trade disputes between 
Washington and Peking are unsettling. 

“Although a lot of promises have been 
made on intellectual-property rights and 
agreements on trade," Savage says, "there 
is still a tremendous amount of work that 
needs to be done towards establishing a 
permanent relationship rather than some- 
thing which is constantly revised and re- 
viewed." He says "it's a concern" of the 
company that IBM's business in China 
could suffer if Sino-US relations deterio- 
rate. 

IBM's re-entry into India is strikingly 
similar to that in China. In December, the 
doors to a 50-50 joint venture with the Tata 
group opened in Bangalore, India's com- 
puter and software centre, in the south ol 
the country. Tata Information Systems 
manufactures PS/2 personal computers for 
the domestic market and is developing 
English-language software for sale in Indic 
and abroad. 

But the personal computer market ir 
India is tiny, largely because of a restrictive 
import regime for components and fin 
ished computers. The software part of the 
business, however, is likely to show 
quicker results because IBM can tap into & 
large pool of programmers. Barry Lennon 
the IBM regional executive who oversees 
the company’s Indian operations, hopes 
the joint venture's revenue will hit US$20 
million by 1997. 

Analysts say IBM cannot afford to le 
opportunities slip away in China and In 
dia. The company has the financial anc 
technical resources to bolster sales, but th 
next few years will tell whether it has th 
savvy to bring affordable, timely product 
to market. m Mark Cliffor 
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It's not every hotel that looks to 
Michaelangelosfor inspiration. (But how does that benefit you?) 


With our grand, sweeping, 
Italian marble staircase and 
marble floors, Viennese 
chandeliers and magnificent 
Kugel ball sculpture, we 
think our new lobby is very 
impressive. 

But its real importance is 
that it sets the standard for 
everything we offer you. 

From the comfort of our 
rooms, to our five inter- 
national restaurants. 

From our pool, tennis 
courts and health club, to our 
spacious new business centre 
and extensive range of 
shopping arcades. 

From the convenience of 

our redesigned reception area, 
to our equally onver SE 
location in the heart o 
Central. 
— So while we're proud of 
our new lobby, we know 
that what matters most to 
you, is service. 

At the Hongkong Hilton, 
we're proud to say that the 
same fine service we've 
provided for over 30 years is 
still here today. It's the one 
thing about us that will 
never change. 

For reservations, call 
Hongkong Hilton direct on 
Tel: (852) 846 6829, 523 3111, 
Fax: (852) 845 2590 or any 
Hilton International Hotel. 
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“While some 
watch Asia’s economic 
transformation from 
the sidelines, 
REVIEW readers are 
its driving force.” 
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D Successful people 
E * a apply a vast 
z ' ££ amount of energy 
_ creating prosperity 

, and position. 
|: 7.7] However, the 
future is never certain. 
Unpredictable political, eco- 
nomic or personal circum- 
stances could adversely affect 
their wealth. 

Protection of a hard-earned 
fortune must be a priority, and 
now is the time to make 
arrangements which can pre- 
serve wealth for the future, so 


SOONER OR, LATER YOU'LL 


that you can be sure that your 
loved ones will be looked after. 

Almost certainly the best 
way to achieve that purpose 
will be a Trust. Because a 
Trust is at the core of wealth 
preservation as well as other 
broader asset protection 
devices. 

But a Trust needs a Trustee, 
so who can you talk to? Who 
can you trust to be uncompro- 
misingly professional, utterly 
discreet, and of course 
absolutely dependable? 

HongkongBank International 


NEED 


HongkongBank International Trustee Limited 


TOS? (OF 


A trust will 
take care of 
a family 


Trustee provides but who will 


all the neces- 
sary experience 
and expertise, 
with the backing 
of the HSBC 
Group. Our special service is 
designed to protect and preserve 
your assets, worldwide, through 
an international network of 
branches and subsidiaries 
offering total protection and 
easy transfer of assets. 

We call it Global 
Protection. 

It provides for unique admin- 


Asset 


YOUR 


member HSBC €X> group 


take care of 
the trust? 


TRUST 





istration of 
your financial 
affairs, and 
unparalleled 
protection for 
your future. 

Consider well in whom you 
place your trust. 

Act now to capitalise on the 
distinct advantages of Global 
Asset Protection. 

Telephone 533 6222 or 
write to HongkongBank 
International Trustee Limited, 
Level 13, 1 Queen's Road 
Central, Hong Kong. 


IN SOMEONE 





ENERGY 


Charged Up 


Foreign firms plan Chinese power ventures 


By Carl Goldstein in Hongkong - 


ith inadequate electricity shaping 
up as China's biggest roadblock 


to growth, foreign companies are 
rushing to cash in on the government's 
decision last year to open the sector to for- 
eign investment. 

Two recent announcements highlight 
the trend. Hongkong-based Cathay Inter- 
national Group on 30 March announced 
the establishment of a joint venture with 
Shandong's Shengli Petroleum Adminis- 
tration Bureau that will spend US$500 mil- 
lion to build two 300-megawatt power 
plants and renovate two others. The plants 
will supply the electricity needs of the 
Shengli oil field, which produces 24% of 
China's crude oil. 

Earlier in the month, Colorado-based 
Wing Merrill International said it would 
join the Henan provincial government in a 
venture to build power plants with a total 
capacity of 2,800 MW in the coal-rich, cen- 
tral Chinese province. Chairman John 
Wing said that his firm had a preliminary 
agreement to proceed on the project, but 
that full financial details had not yet been 
completed. 

Bankers say at least 30 to 40 other 
projects are in the pipeline. A US commer- 
cial attache says his office is spending half 
its time fielding requests for assistance and 
information from companies looking to 
share in the anticipated bonanza. 

China's need for assistance in meeting 
its burgeoning power demands is clear 
enough. GNP has risen 8.8% a year during 
the last decade, but electrical generation 
went up only 7.7% annually during the 
period. Despite a massive drive to build 
power plants, China is falling further be- 
hind. 

Multinational equipment suppliers like 
GEC-Alsthom, Asea Brown Boveri, Sie- 
mens, and Babcock & Wilcox have already 
racked up impressive sales of power sys- 
tems to Chinese power authorities. But 
companies trying to put together build-op- 
erate-transfer (BOT) projects will have a far 
tougher time. 

Despite the promise, many of the 
»rojects now being mooted probably will 
ever light up a single home. “People are 
coming to us virtually every other week 
saying they've got an exclusive deal or a 
etter of intent from some city or provincial 
zovernment to build a couple of power 
plants," says Theodore Lee, vice-president 
for International Bechtel, the US-based en- 
gineering firm. 
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Indeed, Chinese authorities at every 
level have been so enthusiastic in embrac- 
ing the BOT concept that enlisting local sup- 
port is the easy part. After all, what locality 
in China would not like a foreign company 
to spend several hundred million US dol- 
lars to help solve the local power shortage? 

This model of development was pio- 
neered in China by Hopewell Holdings 
Managing Director Gordon Wu. His 
Shajiao B power plant in Guangdong prov- 
ince, which was completed in 1987, re- 
mains the only functioning example of the 
species. The US$750 million Shajiao C is 
the only other project under construction. 

Typically a foreign company or consor- 
tium will assemble a financing package for 
a project, then build and operate it for a 
specified period of time. In the case of a 
power plant, the local power authority 
would contract to buy a certain amount of 
power at a specified price over the life of 
the deal, usually for 15-20 years. 

The foreign partner thus gains a share 
of a business making an indispensable 
product in short supply on the market plus 
a guaranteed buyer. Despite these attrac- 
tions, however, pitfalls abound. Chief 
among them: electricity pricing. 

A satisfactory sales agreement means 
setting power rates 20 years ahead on the 
basis of assumptions about the price of 
fuel, future Chinese policy on tariff deregu- 
lation, and above all, foreign-exchange 
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movements. Since all these projects will 
have to be funded from abroad, there has 
to be a reliable way of translating Renminbi 
profits into hard currency. 

Hopewell’s Wu got around this issue 
by getting the Guangdong provincial 
power bureau to pay half the tariff in for- 
eign currency. Local governments else- 
where will be hard-pressed to match the 
southern province's financial muscle. 

Just as important will be nailing down 
a complex contractual structure that can 
satisfy the banks. Project finance requires 
the plant itself to generate enough cash to 
pay back all loan obligations without the 
option of recourse to shareholders’ funds. 

Richard Mounce, senior vice-president 
of Chase Manhattan Bank in Hongkong, 
points to another problem. “China is an 
environment where the rule of man has 
been more important than the rule of law, - 
and this is in conflict with the requirements 
of project finance,” he says. But he adds 
that China may now be ready to handle it. 

With these and other potential pitfalls, 
it is not surprising that most projects fall 
by the wayside. Many of the foreign firms 
flocking to China appear to have their 
sights fixed on the promise of the big pic- 
ture, without adequate thought given to 
the complexity of dealing with local and 
central government bureaucracies. 

"China presents a lot of opportunity, 
but it's a difficult market and requires a lot 
of patience," says Bechtel's Lee. Choosing 
a suitable partner could well be the single 
most important step. Here the Cathay In- 
ternational Group project may have done 
itself a big favour. Its partner, Shengli Pe- 
troleum, clearly has the ability to generate 
foreign exchange for repaying the loans. 

Another attraction is the political pull 
of the oil field management. Bureau chief 
Lu Renjie, for instance, also wears two 
other hats: he is party secretary of nearby 
Dongying, a city of 1.6 million, and party 
secretary of the People's Liberation Army 
sub-district. “Lu is equivalent in rank to 
the provincial governor. He can talk di- 
rectly to the State Council anytime he 
wants,” says a Cathay executive. 

For Shengli, linking up with a foreign 
company to build power stations has the 
added advantage of getting it out from 
under the thumb of the provincial power 
bureau, which has sought to force Shengli 
to pay for electricity from the grid with oil, 
rather than Renminbi. 

The Wing Merrill project has the virtue 
of being located near ready supplies of 
coal. But economic development has been 
relatively laggard in Henan compared to 
the more reform-minded coastal and 
southern provinces. It was unclear whether 
the provincial leadership would be able to 
muster sufficient leeway from the central 
government's financial controls to offer 
lenders the required degree of comfort on 
currency paybacks. Gi 
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timent on the part of individual investors, 
many of whom are cynical after watching 
NTT lose 80% of its value before the stock- 
market's recent rebound. “At present, there 
are only about 50 major participants mov- 
ing the market,” says Nobuyoshi Koba- 
yashi, general manager of domestic sales 
at Baring Securities in Tokyo. "That's not a 
-good sign." 
.. Adds a trader at one of Japan's Big Four 
brokerages: "There are still a lot of people 
out there who are very cautious. If the tide 
~ turned, investors would probably move to 
take their gains and bail out quickly.” 

Nonetheless, officials at JR East’s parent 
company — JNR Settlement Corp. — be- 
lieve it is too late to turn back the clock. 
“There has been a change in the attitude of 
the securities houses," says Masanobu 
Ishido, deputy director ot Settlement 
Corp.'s listing department. "They now see 
a listing of JR East shares as a trigger to 
make the market more attractive." 

If Ishido sounds confident, there is a 
good reason. He has to be. Settlement 
Corp., which assumed many of the assets 
and liabilities of the former Japan National 
Railways when it was split into seven op- 
erating companies five years ago, is hae- 
morrhaging vast sums of money. The more 
it loses, the more taxpayers will have to 
pay when the holding company is dis- 
solved. 

Settlement Corp.’s liabilities have 
mounted to ¥26 trillion because it has been 


unable to liquidate its large land holdings | 


or to sell stakes in the operating compa- 


nies. Annual interest payments of Y12-1.3 |. 
trillion have kept the company in the red |. 


since its inception. Its accumulated operat- 
ing losses totalled Y50.7 billion as at 31 
March 1992 and have worsened since. 

Analysts say Settlement Corp.’s finan- 
cial difficulties make pricing of the JR East 
flotation fraught. The higher the auction 
price for JR East shares, the more debt Set- 
tlement Corp. can pay down. If the price is 
. too high and the shares later collapse, 

though, it will ruin the listing prospects of 
the other six companies. 

.. Action by the government in setting tar- 
iffs for utilities will influence the outcome 
of the JR East share auction. The govern- 
„ment is expected in October to increase 
charges on NTT public telephone usage. 
While this would have the positive impact 
of buoying NTT's share price, it might also 
result in higher-than-healthy bids at the 
first JR East price-setting auction. 

To prevent a repeat of the NTT debacle, 
Ishido says Settlement Corp. is attempting 
to design a price-setting auction that brings 
in a broader array of investors. It is ex- 
ected to increase the number of shares on 





iL „offer in the first instance and to lower the 


minimum required investment. It is widely 
believed that the first auction will be for 


- -400,000 shares out of the 2, million eventu- 


-ally to be offered. - 
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KOREA 


With Bated Breath 


id the South Korean economy hit 
rock bottom during the fourth quar- 
ter of 1992, or will figures for the 
first quarter of 1993 deliver another nasty 
surprise? 

The Kim Young Sam administration 
would like to think the worst is over. It 
points to preliminary evidence that the 
economy began to turn around in Febru- 
ary. President Kim also hopes his 100-day 
stimulus package, unveiled in late March, 
will help the economy hit his target of 6% 
GDP growth this year. 

It may be a vain hope. For one thing, 
the official estimate of 4.8% GDP growth for 
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1992 — down from 8.5% in 1991, and the 
worst performance in over a decade — 
may be overstated. Fourth-quarter growth 
was put at 2.5%, but private economists 
regard that number as suspect. They par- 
ticularly doubt the strength of consumer 
spending, which the central bank says rose 
5.3% in the quarter from a year earlier. 
Personal spending is one of the indica- 


tors Kim is supposedly targeting for an in- 


crease. Part of his package, however, is a 
wage and price freeze — not the usual way 
to buoy consumer confidence. Inflation, 
now running at around 10%, up from 4% 
last year, is beginning to look worrying. 
And M2 growth, which came in at 18.6% 
in 1992, is likely to accelerate in response 
to Kim’s stimulus. 

The new president’s goals may be com- 
promised in other respects, too. He has 
delayed key long-term economic reforms 
until mid-year, causing some companies to 
postpone investment decisions. This, in 


turn, is contributing to the economic 
slowdown. 

Capacity utilisation, for instance, 
dropped to 77.4% in the first two months 
of 1993, compared with 82.1% a year ear- 
lier. In the same two months, investment 
in new plant and equipment fell 4.3% year- 
on-year, with new machinery orders drop- 
ping 10%. As a result, analysts predict first- 
quarter growth will be less than the 2.5% 
posted for the last quarter of 1992. 

Domestically, only the construction sec- 
tor holds promise. Investment in the first 
two months was up 14.6% from a year ear- 
lier and the number of construction per- 
mits issued jumped 100%. Kim’s package, 
along with an easing of land-use restric- 
tions, could fuel these trends. But Seoul still 
has an office glut, raising questions about 
who will buy this new property. 

Moreover, the housing sector is still 
hamstrung by anti-speculation measures. 
This leaves builders dependent on in- 
creased government spending on infra- 
structure. Kim has promised that 60% of 
the roughly Won 4 trillion (US$6 billion) 
earmarked for such projects in 1993 will be 
spent in the second quarter. He has also 
slashed government-set interest rates by 1- 
2 percentage points, pushing the three-year 
corporate bond yield (the local cost-of- 
funds indicator) below 1156. 

So where will economic growth come 
from? Many firms are counting on exports, 
particularly to China and the US. 

In 1992, shipments to China surged 
165% to US$2.6 billion, and broker 5. G. 
Warburg predicts they will clear US$3 bil- 
lion this year. Exports to the US, mean- 
while, are recovering from a drop of 2.5% 
in 1992. But exports to Japan still look 
weak. They fell 6.1% in 1992 and slid even 
faster in January and February. 

Overall, exports in the first quarter of 
1993 grew 7.5% from a year earlier to 
US$182 billion. Imports, reflecting the 
slowdown in plant expansion, fell 4.5% tc 
US$20 billion. The result was a continuing 
shrinkage in the trade deficit. In all of 1992, 
the gap narrowed to US$1.6 billion from 
US$7 billion in 1991. The current-account 
deficit, though, shrank more slowly, to 
US$4.2 billion from US$8.7 billion. 

Exports may be helped by the won's 
depreciation against the US dollar. Mos! 
currency traders see a floor for the currency 
at Won 800 to the dollar — only 2.5% be 
low its current level of around Won 780 
But the yen is strengthening, thus helping 


South Korean exporters against Japanese 


competitors. m Ed Paisley 
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INDONESIA 
Wardhana Reappointed 


President Suharto reappointed 
respected economic advisers 
Ali Wardhana and Widjojo 
Nitisastro, easing concerns that 
his new cabinet may brake 
Indonesia's trade reforms. Both 
are former economic ministers 
and part of the so-called 
Berkeley Mafia of liberal 
officials who helped direct 


ndonesia's recent economic 
successes. 
Shares Scandal 


[he Jakarta Stock Exchange on 
? April suspended four local 
ecurities houses as it probed a 
rading scandal involving one 
nillion fake shares. Brokers 
stimated that buyers of the 
hares may have lost as much 
is US$5 million. The exchange 
aid fake scrip had been 
liscovered among shares of 
emen Gresik, Inti Indorayon 
Jtama, HM Sampoerna, Inco 
ind Indah Kiat. 





SOUTH KOREA 
\T&T Allowed to Bid 


eoul decided to let US 
2lecoms giant AT&T bid for a 
JS$100 million telephone 
witching contract after 
Vashington threatened trade 
anctions if it were kept out. 
IS Trade Representative 
Mickey Kantor said AT&T, 
‘hich has made equipment in 
outh Korea for 10 years, had 
iced "complete exclusion" 

'om the country's market. He 
alled Seoul's decision a 
indication of the tough US 
tance on trade. 


'"HILIPPINES 
ine Bourse, Two Floors 


. dispute over the location of 
ie newly unified Philippine 
ock Exchange (PSE) was 
'solved on 2 April with a 
assic compromise. Tektite 
owers, in Pasig municipality, 
ad a building under 
onstruction in the Ayala 


5 APRIL 1993 





Japanese car ports to Europe will be cut, 


district of Makati were both 
designated as trading floors. 
They were championed by the 
former Manila and Makati 
stock exchanges, respectively. 
Trade will be linked by 
computer. 


Bank Dispute Settled 


State-owned National 
Development Co. (NDC) and a 
consortium led by Union Bank 
of the Philippines on 2 April 
cleared the way for American 
Express Bank to sell its 40% 
stake in International 
Corporate Bank. NDC, which 
owns the other 60%, had 
claimed first refusal over the 
US$40 million stake. Amex, 
however, had already agreed 
to sell to the Union Bank 
group. The latter agreed to pay 
P60 million (US$2.4 million) to 
NDC to waive its right. 


Ramos' Crisis Powers 


President Fidel Ramos on 5 
April signed a law giving him 
emergency powers for one 
year to combat the country's 
energy crisis. The law 
authorises him to raise power 
prices, reform the National 
Power Corp. and exempt 
energy projects from normal 
bidding rules. 


INDIA 


Strong Oil Interest 
The Petroleum Ministry said 


117 bids had been received for 
43 oil and gas fields opened to 
the private sector last year. 
The bidders are believed to 
include about 10 oil majors 
from the US, Asia and Europe, 
as well as leading Indian 
industrial companies. 


CHINA 
Airbus Orders 


Peking ordered 12 aircraft 
worth US$1.2 billion from 
Airbus Industrie, the European 
plane maker, and took options 
on another 13. The orders, 
seen as a reward to Germany 
for not selling submarines to 
Taiwan, reversed threats of a 
Chinese boycott of the 
consortium. Germany's 
partners in Airbus include 
France and Britain, both of 
which are embroiled in 
diplomatic disputes with 
Peking. China has also recently 
sent missions to the US to buy 
aircraft, autos and oil 
equipment in the run-up to 
Washington's decision on 
China's most favoured nation 
status. 


Canon Workers Strike 


A walk-out by 800 workers 
shut Canon Zhuhai, a 
subsidiary of the Japanese 
camera maker, in the largest 
strike yet at a foreign-invested 
enterprise. The workers 
demanded inflation-indexed 
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increases in their pay, which 
averages Rmb 600 (US$100) a 
month, along with company 
housing. Inflation in Zhuhai, 
near the Portuguese enclave of 
Macau, far outstripped the 
14.7% national rate for 
January. 


JAPAN 
Car Exports Pact 


Tokyo agreed to cut Japanese 
car exports to Europe by 9.4% 
to 1.09 million vehicles this 
year, compared with 1.19 
million vehicles in 1992. 
However, European 
production of Japanese cars — 
not covered by the agreement 
— will rise by at least 150,000 
vehicles, helping to boost 
Japan's market share to 13% 
from 11.3%. 


VIETNAM 
Stocks on Offer 


Foreigners will be allowed to 
buy shares in Vietnamese 
firms on an experimental 
basis, the Ministry of Finance 
said in late March. Hanoi's 
earlier unwillingness to allow 
such a move had slowed its 
efforts to privatise state firms. 
It has also announced plans to 
set up a pilot stock exchange 
in Ho Chi Minh City. 


Dur Indicators — * 


Average daily turnover 
on forex markets 
US$ billion 

April 1992 
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BANGKOK 
Like a Stone 


he Stock Exchange of Thailand (SET) 
may be depressed as a result of the Sia 
_ Song and First City Investment scanda $. 
. .But the performance of blue-chip stocks 
`- offers a better explanation for the slump. 
. Take the bluest of them all, Siam Cement, 
“a staple of every fund manager's portfolio. 
Its share price has plunged 25% this year 
to Baht 400 (US$15.76). With more than 3% 
of total market capitalisation, “Big Ce- 
ment” has been a pair of big cement shoes 
—. to the SET index, which is down about 15% 
^ from its late-January peak. 
^. ^ The reason was the sharp downturn in 
-. Siam Cement's earnings. Core-company 
sales rose only 0.2% in 1992 to Baht 35.7 
^. billion, while net profit fell 8.4% to Baht 3.6 
.. billion, or nearly Baht 30 a share. Consoli- 
= „dated profit plunged 17% to Baht 4.0 bil- 
t lion. What's more, First Asia Securities says 
< this could drop in 1993 to Baht 2 billion, 
“the lowest since 1987. 
To investors used to viewing Big Ce- 
ment as Thailand's best-managed company 
and most solid investment, the fall was a 
shock. Stockbrokers who had called the 
company underrated now have a uniform 
sell on it. 
~~ Chumpol Na Lamlieng, Siam Cement's 
president since January, had little explana- 
tion when the audited results were an- 
nounced on 2 April. Some newly opened 
subsidiaries were turning in operating 
losses; a new value-added tax last year 
. skewed the tax bill; operating costs were 
- rising. 
-= > There is also an uncomfortable overca- 
< pacity within the cement industry, say ana- 
ysts. So while Siam Cement says its prices 
ve not been cut and that it maintains a 
(0% market share, analysts are concerned 
y contrary signs: heated price cutting and 
rket-share battles among Big Cement's 
three main rivals. Overcapacity would ex- 
lain the company's flat sales last year, 
te its addition in September of a new 
nit, at 3.6 million tonnes the world's larg- 
:enient kiln. 
jut the real source of woe, brokers point 
: out, is in the firm's aggressive depreciation 





























plants in five years, compared with an in- 
dustry standard of 20; other plants are writ- 
ten off equally quickly. With some Baht 27 
billion in new plant that came on line dur- 
ing 1992, consolidated depreciation charges 
totalled Baht 4.9 billion. First Asia says this 














policy. Siam Cement writes off its cement. 


will rise to Baht 7.4 billion in 1993, wiping | 
out any gains on sales from the new capac-- 
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SET index 


Siam Cement \ 


ity. Hence the widespread feeling that the 
bad news is not all in the share price. 

Does all this make Big Cement a big 
dud? Not really. As broker W. I. Carr 
points out, the beauty is in the cash flow 
generated by such hefty depreciation. 
Gross cash flow was up 15%. Gross mar- 
gins, excluding depreciation, actually rose 
last year, says W. I. Carr. First Asia projects 
cash flow will grow another 9% this year. 

Chumpol dismisses concerns that fall- 
ing profits will slash dividends, which cost 
Baht 2.1 billion last year. “Dividend pay- 
ments do not have to depend on profits. 
Even if our profits are falling, cash flow is 
improving,” he says. 

Thus, both W. I. Carr and First Asia say 
the company could be a buy for the long 
term. Price to cash flow last year was 5.6 
times, and will fall to 5.1 this year. The 
question, then, is whether to buy back in 
now for the upturn — or wait until 1994. 

a Paul Handley 


HONGKONG 
Board Games 


J okes aside, 1 April brought some good 
news for minority shareholders in 
Hongkong who are tired of being steam- 
rolled by corporate bigshots. Indications 
are that the stock exchange, as part of a 
drive to improve corporate governance, 
will require public companies to name at 
least two independent directors to their 
boards. 

This seems bound to revive the old de- 
bate about how much regulation is appro- 
priate for a still-developing market. Hong- 
kong, after all, wants to be a shop window 


for China stocks. 
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No matter. By ironic coincidence, within. 
hours of the proposal being aired in the 
press, a prominent non-executive director 
quit the boards of four companies. Macau 
casino lord Stanley Ho announced his res- 
ignation from Peregrine Investments Hold- 
ings, Starlight International (Holdings), 
Tomson Pacific and World Trade Centre 
Group (WTCG). 

Ho said his decision was "not in any 
way connected with the activities of any of 
the companies" but that "in light of in- 
creased regulation of the affairs of public 
companies by the authorities," he had de- 
cided to remain a director only of com- 
panies where he had an executive role. 

This gives Ho a way to distance himself 
from Tomson Pacific and wTCG, which are 
controlled by Taiwanese and mainland- 
Chinese interests but were both chaired by 


him. The Securities and Futures Commis- 


sion has been investigating the firms for 
the past seven months following share- 
holders’ complaints about several asset- 
shuffling deals that failed to improve the 
bottom line. Ho himself has not been ac- 
cused of any wrongdoing. 

The stock exchange's proposals have a 
way to go before being implemented. The 
powerful listing committee backs them in 
principle but they have yet to be ap- 
proved by the exchange council. If 
adopted, though, they would put Hong- 
kong at the cutting edge of corporate regu- 
lation in Asia, according to Bob Tricker, a 
Hongkong University business school pro- 
fessor. 

In the US, corporate boards are usually 
dominated by outside directors who are 
"generally" independent, he says. Britain's 
Cadbury Report has also stressed the im- 
portance of outside directors. Besides 
Hongkong, though, "this discussion is not 
going on anywhere in the region," Tricker 
adds. "In Japan, you have large boards but 
not an outside director in sight." Some 
Australian companies have a majority ol 
outside directors but it is not mandatory. 

Hongkong is still mulling what consti- 
tutes independence. Broadly speaking, the 
US Securities and Exchange Commissior 
defines it as having no interest in the com- 
pany other than the directorship whict 
could influence or be seen to affect inde- 
pendent judgment. In practical terms, this 
excludes family members of any director. 
anyone with business connections, such as 
suppliers, agents, distributors, customers 
or professional advisers; and major share 
holders or their nominees. 

“In a small place like Hongkong, by the 
time you get to the end of this list, ther 
are very few people who would qualify tc 
serve," Tricker notes. 8 Jonathan Kary 
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l ‘the Institute of South Asian Studies (T. 1962) is a separate unit of the University 
devoted to research and teaching ‘about South Asia with a stress on integrated 
cooperative approaches : spanning different disciplines. 


The Institute has 7 Chairs C4, 4 Professorships C3, 3 Associate Professorships C2, 
,3 Assistant Professorships Cl, as well as 5 tenured academic staff positions 
CAkademischer Rat" and 2 lectureships for language training. Its annual budget 
(excluding staff salaries) was 1.5 mio DM in 1992, Scholars considering application 
may have an information package sent to them. | 


The search is for scholars with a proven academic record in their respective field, 
experience in and willingness for cooperation with scholars of other disciplines 
working in the same. area, and with teaching experience. PhD and equivalent of 
German Habilitation is required. Successful applicants are expected to be able to 
communicate in German within 3 years maximum. 


Applications including c. v. and list of publications should possibly be sent nad to 

May 1, 1993, to The Chairman, Joint Committee on South Asian S. dig: ity 
 atHei lelbere,: lidost-Turm, Marstallhof. D-6900 Heidelberg (Tel. 49. 221. 424 hj 
Fax 49-6221-542439). 








REVIEW CLASSIFIED 
ADVERTISEMENTS 


‘Cost: US$ 77 per column centimeter 
Column Width: 
1 column 41 mm 
2 columns | 88 mm 
3 columns 133 mm 
4 columns 183mm 
Column Depth: minimum 30 mm, maximum 230 mm 


Standard Units: 
1/4 (v) page  (230x41mm) US$ 1771 
1/4(h) page  (120x88 mm) US$ 1848 
1/2 (v) page (230x88mm) US$ 3542 
1/2 (h) page (120x183 mm) US$ 3696 
Full page (230 x 183 mm) US$ 7084 


For more information please contact the 
classified advertisement manager, 

_Far Eastern Economic Review, 

-25/F, Citicorp Centre, 

.18 Whitfield Road, 

: Hong Kong. 

'el: 5084473, Fax: 5031537 











Division Director 
Food Consumption and 
Nutrition Division 

The International Food Policy Research Institute (IFPRD, established in- 
1975 to identify and analyze policies for meeting food needs of the developing 
world, invites applications for the position of Division Director in its Food 
Consumption and Nutrition Division (FCND). 

FCND research and outreach focuses on identifying opportunities to improve 
food and nutrition security through growth and distributional policies and 
policy reforms, and through community-based development. uns 

The Division Director reports directly to the Director General and partici- 
pates in the overall management of the Institute. He/She is responsible for the 
overall planning and implementation of the Division's work plans, staff guid- 
ance and supervision, administration of the Division's budget, and for raising - 
special project funding. He/She participates in the research activities and Me S 
expected to continue to publish., vis 

Essential qualifications include a doctorate degree or equivalent in an appro- ` 
priate field, such as agricultural economics, economics, sociology, social or 
economic anthropology, or nutrition. Candidates must possess sound knowl- 
edge and analytical skills related to food and nutrition policy issues in devel- .- 
oping countries, and a solid publications record. Candidates should have at’ 
least ten years’ experience in conducting research in developing countries, in. ^]. — 0 | 
interacting with policymakers, and in guiding interdisciplinary research teams. fo 
Fluency in written and spoken English is required; fluency in at least one other uper 
major language is strongly preferred. up : 

Initial appointment period is five years and is renewable. Salary is commen- : dp 
surate with qualifications, and salary levels and benefits are competitive with 
other international organizations. Non-U,S /Resident IFPRI staff receive net. 
salaries free of U.S. income taxes. ; 

IFPRI is an international and equal opportunity organization and believes 
that diversity of its staff contributes to excellence. IFPRI, therefore, encourages 
applications from female and developing country professionals. 

Letters of interest should include a curriculum vitae and the names of at 
least three references to: Ms. Jodie Marino Nachison, Personnel Manager, 
IFPRI/FEER, 1200 Seventeenth Street, N.W., Washington, D.C. 20036-3006, 
Tel. (202) 862-5600, Fax. (202) 467-4439. 















































GATT/GENEVA 
SENIOR TRADE ECONOMIST 


The General Agreement on Tariffs and Trade in Geneva is seeking — por 
a senior economist with a specialisation in international trade. Duties 
include assisting in the planning and preparation of the annual report. |] |. 
on world trade, the execution or supervision of quantitatively-oriented = | - 
research projects on topics related to international trade, and assisting ^ |] —— 
other divisions of the GATT Secretariat, working groups and. 





committees with research-related work. 


Requirements include a Ph. D. in economics, evidence based ön ^ 
publications of a thorough knowledge of modern international trade © 
theory, at least ten years of progressively responsible experience 
working on international trade issues, and a solid background in f- 
quantitative economic analysis. A good knowledge of modem | |. 
international macro theory would be an important asset. Candidates © | 
should have excellent English or French, and a good woe ES | 
knowledge of the other language. me ke 

Terms of service are as per current United Nations conditions, 
including expatriate benefits. Candidates are invited to submit a 
curriculum vitae to, or contact for details and application form: 


Chief of Personnel, GATT, 
Centre William Rappard, 
Rue de Lausanne, 154, 
1211 Geneva 21, Switzerland. 
Telephone 41 22/739 57 02 

Fax 41 22/739 57 72 


Applications should be received by 14 May 1993 
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Help shape the future of this planet W 


Director General g 


Appropriate Package Switzerland 


Our current Director General, Charles de Haes, will be retiring next year after 
17 years in the post and we wish to identify a successor to develop further the EE 
worldwide initiatives and goals of WWF International. | - 


Founded in 1961 and located near Geneva, we employ over 160 people at our 
International Secretariat. We are the World's largest private international. 
conservation organisation with 28 affiliate and associate nat ional organisations 
and over 5 million supporters creating a truly global organisation. In 1992 

worldwide fundraising and donations generated i income in excess of $200 million. 





| P. 
V 7 Y A 7 F° 
| | Through creative leadership and people management, our objectives will only be /o* 
= achieved by the careful strategic planning, management and co-ordination of | 
WORLD WIDE FUND FOR NATURE major conservation programmes. This will involve inspiring and motivating 
individuals, organisations, corporate bodies, communities, governments and 
s JUNE aum F intem T idi age ‘| S fo ; ^t and im ON i 2 COnSCOCTVEZ i af C ^nvi TYE. 
WWE's mission is fo achieve the conservation of international agencies to act and invest in the conservation of our environment 
; MER. ght ` : : da us . hee 
nature and ecological processes. WWF's ultimate — Candidates in their early 40's to 50's should possess a significant and 
gocl is to stop, and eventually reverse, the meaningful business and/or public service background supported by the 
following qualities, | 





accelerating degredation of our planet's natural 


environment and to help build a future in which  @ — the ability and. presence to speak with authority on current conserv vation 
humans live in harmony with nature. and environmental i issues P 


è havea strong communication flair with fluency in English and, ideally, 
French 


@ possess experience of managing a multi-national organisation with a 
diverse range of interests and cultures 


The remuneration package is for discussion. 


- 
E, 


Applications or nominations should be sent in the strictest confidence to: 
Dr John Viney at Heidrick & Struggles, who is advising WWF International on 
this appointment. at 100 Piccadilly, London WIV 9FN, United Kingdom. 
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Classified Results 


“We placed a small ad in the REVIEW Classified. 
Section and we had an extremely varied and. 


| To visu your classified ad, fax: 
. Hong Kong (852) 5031537 or call: 





Hong Kong 5084473 . Taipei 7677390 interesting response — and some good clients. At 
| Singapore 2203720 Manila 8273950 a reasonable price, Classified has a large, high 
— | Tokyo 32700251 — Seoul 7856065 quality readership and we hope to use it again.” 

| Bangkok 39/3275. London 3340008 Mex 
| Sydney 3639736 NewYork 8086618 ae evi e 
| Jakarta | -— 28703123 |. Auckland 4192243 Sabre e Fund irs HRS Ltd. 









CLASSIFIED ADVERTISEMENTS 


i Courses | 


DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, International 
Law, Languages, Sciences, etc. 
-Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
Mo Denmark. fax: +45 31 81 58 14 












Review 
~ Classif ied Sections 


The classifications available in this 
, section are as follows; when book- 
- ing, please state your requirements: 




















"Appointments 
Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 
Fellowships 
Hotels & Accommodation 
Investment Opportunities 
Notices 
Personal 
Property 
Positions Wanted 
Publications 
Residential Schools 
Universities 





"WHO WAS 
BEHIND 


THAT Coup 
ATTEMPT 
LAST YEAR?” 
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MAURITIUS 
A SOPHISTICATED 


Enquiries are invited from professional 
practitioners and international 


Li AIL AEE ETEO ET) 


BE Captive Insurance BIE Ship Registration 
Bb Accessio EC and M Asset Protection 


PTA Trusts 

Wi Fund Management Bl Freeport 
Companies 

B Ordinary Bl Secrecy and 
Companies Annual Confidentiality 
Fees US$ 1,500 provided by Law 


Wl Tax Treaty Network with UK India, 
Germany, Malaysia, etc 
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Wren you need important informa- 
tion, you invariably want it fast and 
accurate, The Review Index enables 
rapid access to the most respected Asia- 


. Pacific information source: The Far 


Eastern Economic Review. Everything 
published during the preceding quar- 


| ter, by country, subject and date is 


detailed in the Review Index. 


: This essential research tool is also available as a cumu- 


lative annual edition. End hours of needless searching. 
`: Subscribe now and receive your Review Index four times 
- per year, including the cumulative annual at US$59 per 
. annum, or the cumulative annual alone for US$43 per 


annum. 
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Research Positions (ECONOMICS & POLITICS) 
East-West Center 


The East-West Center is a public nonprofit education and research institution that examines such 
Asia-Pacific issues as the environment, economic development, population, international relations, 
resources and culture and communications, 

Some 2,000 research fellows, graduate students, educators and professionals in business and 
government from Asia, the Pacific and the United States annually work with the Center's staff in 
cooperative study, training and research. 

The East-West Center was established in Hawaii in 1960 by the U. S. Congress which provides 
principal funding. Support also comes from more than 20 Asian and Pacific governments, private 
agencies and corporations and through the East-West Center Foundation. The Center has an intema- 
tional board of governors, 

Applications are being accepted for two positions to conduct research in the Program on 
International Economics and Politics. The positions are three-year renewable limited appointments as 

Fellows/Senior Fellows to begin as early as Fall, 1993, providing expertise in international and 
development economics. Fellow/Senior Fellows participate in the design and accomplishments of 
cooperative research and training programs, publish the results externally and internally and contribute 
lo the analysis of issues of contemporary policy importance in trans-Pacific and intra-Asian relation . 
pid 
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i TIONS: Applicants must have a Ph, D. in economics, political science, or 
business. Applications will also be accepted from candidates who can show proof of a successful oral 


- defense of their doctoral dissertation by June 16, 1993. Applicants should have evidence of a broad 


interest or experience in Asia-Pacific economic relations, Asian economic development, the transition 

from socialist to market economics, and/or in U. S, economic relations with Asia. Ability to work with 

scholars and policymakers from diverse backgrounds and cultures, Junior-level applicants must 
demonstrate the ability to conduct high-quality research and senior-level applicants must have at least 

8 years of post-Ph.D. experience with a record of significant publications on economic issues relevant 

to te aan: on to o develop, obtain funding for and manage research projects, 


CATIONS: Work experience in an Asian country and knowledge of an 





Asin leita 
SALARY RANGE: $33,623.00 to $56,627.00 per year, depending on qualifications, plus cost-of- 
living allowance currently at 22.556 (subject to change) and an attractive benefits package. 

Submit a cover letter including position title and a statement addressing how the qualifications are 
met, a resume, and names and addresses of three professional references. Screening and assessment will 
be based on the materials you submit, Applications must be postmarked/FAXed by June 16,1993. Send 
to: Wanda Dial, Personnel Office, Dept. 6551, East-West Center, 1777 East-West Road, Honolulu, 
Hawaii 96848 or FAX to (8083 944.7970. 

An Equal Opportunity/Affirmative Action Employer 





VSIUPS: Individuals interested in 1-2 year visiting fellowships in the Interna- 
hel Eco onomics rand Poli ities Program in the areas of post-Cold War international relations, domestic 
and comparative political and economic development, and transnational relations in the Asia-Pacific 
region are urged to write to the program’ s director, Charles E. Morrison, at the East-West Center, 1777 
East-West Road, Honolulu, Hawaii 96848, USA, 
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By Dierdre L. Nickerson 








e Xiaoguang is by no means Chi- 

na's best known painter, but his 

work is undisputably the best 
known in the country, and possibly in the 
world. It is he who for the past 14 years 
has painted and repainted the gigantic por- 
trait of Mao Zedong that hangs above 
Tiananmen Gate, staring over the crowds 
in the massive square. 

The portrait is probably the most ob- 
served painting the world has ever known. 
To say whether it is the most loved is more 
difficult as reverence for this portrait 
changes with the times. As China prepares 
to celebrate the 100th anniversary of Mao’s 
birth in December, his image has re- 
emerged as popular culture throughout 
mainland China. 

Ge stands eyeball to eyeball with Mao 
day in and day out as he labours at his 
task. The portrait is a constant reminder to 
China's masses of who is in power. 

Besides Mao, Ge was also bestowed 
with the privilege of painting the other leg- 
endary members of the communist pan- 
theon — Marx, Stalin and Lenin — whose 
portraits until 1989 were displayed on 
Tiananmen Square during the National 
Day holiday on 1 October. The portrait of 
Sun Yat-sen, which stands alone on the 
square on important holidays, facing that 
of Mao, is also the work of Ge. 

After graduating from the art depart- 
ment at Beijing Normal University, Ge was 
assigned to work at the Beijing Fine Arts 
Design Company. Ge's work impressed his 
superiors and they asked him to take on 
the job of painting Mao. It was hardly an 
offer that a young artist could say no to. 

Since 1979 the master of Mao has spent 
a good deal of his time inside the walls of 
the Forbidden City working to perfect the 
benign smil e of Mao and a mole the size of 
his own head. As a result, Ge has had 
much less opportunity to do what he re- 
ally enjoys, painting small landscapes. 
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Ge Xiaoguang 





Painter Whose Job 
Is to Recreate Mao 


Though he is relatively unknown, his portrait 
of the late chairman is undoubtedly the best known 


painting in China 


Nonetheless Ge clearly takes pride in his 
work. "The painting is not just a work of 
art," he said. "It serves as a manifestation 
of China's recent history, it is the symbol 
of modern China." 

Comparing his work with that of Andy 
Warhol's lithographs of Mao, the 39-year- 
old Ge said: "Warhol's version of Mao just 
isn't as useful as my work. His is suitable 
for exhibition, but my painting has a pub- 
lic function." 

Having a public function is putting it 
mildly. The painting of the Great Helms- 
man is visited by thou- 
sands of people each day 
and symbolises the strug- 
gle and the progress of 
the Chinese people this 
century. 

Each year just before 
National Day a fresh 
painting is displayed. The 
paintings  deteriorate 
fairly quickly due to a 
combination of pollution 
and weather. 

There are times when 
the painting itself has 
come under attack. On 23 
May 1989, at the height of 
the student protest, the 
painting was doused 
with black ink as a pro- 
test against China's one- 
party dictatorship and 
the Maoist system. Just after the incident 
occurred the skies become dark and a se- 
vere thunderstorm ensued. Some thought 
that Mao's spirit was enraged by the 
vandalous act. 

Ge believes that the storm was pure co- 
incidence, but was angered by the vandal- 
ism. “People can have their opinions about 
politics,” he said. “But the people who de- 
stroyed the painting had no consideration 
for the artist, they weren't thinking about 
me. It felt like a personal violation." The 
three men who committed the act have 
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Mao above Tiananmen Gate. 


plenty of time to think as they received sen- 
tences of between 16 years and life impris- 
onment. 


he painting was quickly replaced 

i from the small stockpile of Mao por- 

traits that is kept for just such emer- 

gencies. Just before the 14th party congress 

last October, an egg was thrown at the 
painting, but it was easily cleaned off. 

Ge not only paints new versions of Mao, 
but spends a fair amount of time repairing 
the older portraits. From start to finish a 
new Mao will take Ge 
approximately three 
weeks to complete. 

Painting such a huge 
work is no easy task. It 
takes patience and en- 
ergy to wield huge 
brushes while standing 
on a cherry-picker as it 
moves up and down and 
from side to side over the 
massive canvas. 

Such aspects as back- 
ground colour are left to 
Ge's discretion. "It de- 
pends on my mood at 
the time," he explained. 
A close inspection 
showed that the colour 
of the lower portion of 
the background varied 
somewhat from portrait 
to portrait, with some tinted slightly in 
red. 

Ge chooses not to be a public figure, 
but everyone who works inside the walls 
of Tiananmen knows him, as he spends so 
much of his time in the studio. The artist, 
still a bachelor, lives at home with his 
mother, who is extremely proud of him. 

The day Mao's portrait no longer hangs 
over Tiananmen Square will be the day 
when true change has come to China. Un 
fortunately, for Ge Xiaoguang, he may then 
be out of a job. & 
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Genghis Khan 
and Tamerlane, 
Central Asia is 
- well equipped 
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The fabled cities of the Silk Route were designed for their creators' pleasure. Now they have been left for 
yours. Closed to tourism for decades and cut off by deserts and distance, Bukhara, Khiva and Samarkand have retained 
much of their original s lendour. And ateway to them all is Tashkent, the region's i 

—nanlNHiz tt 4 ae iL, <2 PIA 
cultural and economic capital. PIA is proud to be the first airline to fly to Tashkent " 
Pakistan International 


since Usbekistan’s independence. PIA. You're flying with extraordinary people. Great people to fly with 
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Who cares 
if you get a room witha 
view in Singapore? 


à 


Fiona Low, Reservations, 
Ihe Westin Stamford, Singapore 


The Westin Stamford, Singapore: Reservations hotline [el: (6 
Other Westin Hotels in Asta: 


. T - hd 
4.6533 Fax: (ho) 3425] 
Singapore: The Westin Plaza e Tamwan: Caesar Park Hotel-Aenting © 
hanghar 11 Ping Yang € Manila: The Westin Philippine Plaza * ESI IN 
oak The Westin Chosun ¢ Pusan: | Westin Chi n he ur The Westin Resort e 
or reservauons, Call 


e Weain Hotel in your city or Your travel consultant HOTELS & RESORT' 
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Intelligent technology for 
optimum power plant operation 


153MG/M3 $02 
148MG/M3 NOX 


Cost-effectiveness, high availability, 


low emissions - these are the de- 
mands made of modern power 
plants. Our instrumentation and 
control (I&C) equipment makes a 
vital contribution to meeting such 
demands. 


Experience is what counts 


Our I&C shows the operator exactly 


what is happening in his power 
plant. The on-screen displays facili- 


tate decision-making on control ac- 


tions, which are then coordinated 


automatically. Day after day, our 
I&C equipment proves its effec- 
tiveness in over 450 power plants. 


New perspectives for every power 
plant 


Hegardless of power plant type 

or manufacturer, Siemens I&C 
equipment is the key to enhancing 
the cost-effectiveness, safety and 
environmental friendliness of pow- 
er generation — and this applies to 
backfits, too. 








Clean energy 

Only cost-effective, clean power 
generation will be able to meet the 
growing worldwide energy de- 
mand while conserving resources. 
We are committed to putting this 
principle into practice. In all fields 
of power plant engineering we 
design, develop and supply state- 
of-the-art systems, equipment and 
turnkey plants tailored towards 
pollution control and higher cost- 
effectiveness. 





Process overview at the control console 
of a steam power plant 


Committed to the future. 
Siemens Power Generation 





Siemens AG, Power Generation Group (KWU) 
Hammerbacherstr. 12+14, D-8520 Erlangen, Germany 


Siemens (Pte.) Ltd., Power Generation Group (KWU) 
51 Goidhill Plaza, Singapore 1130 


A19100 -U01-2219-V7-7600 
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Reverse Discrimination? 

When Australian cartoonists, filmmakers, 
or writers “misrepresent” leading political 
figures in our region, it is called racism. 
When the cartoonist for your 25 March 
cover story [Keating's Australia: Joining 
Asia at Last] represents my prime minister 
so grossly, what do you call it? 

You are most unlikely to see Paul 
Keating looking shabbily dressed with à 
few tins of Fosters. 

MAX BOURKE 
Redfern, New South Wales 
Australia 
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Blowing Smoke 

This refers to the unfounded allegations 
against our company made by Rigoberto 
Tiglao in Tan's Smokescreen [11 Mar.]. 

This article is a compilation of stale ar- 
guments and innuendoes that were 
brought up in the Philippine and foreign 
media a long time ago, allegations that 
have been rebutted effectively even in the 
halls of the Philippine Congress (whose 
records are public knowledge). 

You even mention a study published by 
the Centre for Research and Communica- 
tion (CRC) referring to tax revenues Fortune 
Tobacco allegedly avoided paying over the 
past seven years. Yet you conveniently fail 
to mention that the president of CRC, 
Bernardo M. Villegas, testified before the 
Congress that there was “no CRC study on 
cigarette taxes," that "there is no such CRC 
position" and that the study by Victor 
Abola "merely expresses the personal opin- 
ion of the writer." 

Also, allow us to state categorically that 
Fortune Tobacco was never "temporarily 
seized by the government because it was 
suspected of printing its own internal-rev- 
enue stamps." 

LIEUT-GEN. SALVADOR M. MISON (ret.) 
President 

Fortune Tobacco Co. 

Manila 


Raked Over the Coals 

In your 28 January issue [From Black to 
Green] your references to global warming 
and coal invariably accept the former as 
established fact and carbon-dioxide emis- 
sions the cause. 

Recent scientific research raises serious 
questions about these conclusions. First, 
the computer modellers have been steadily 
lowering the projected warming as their 
models become more refined. Warming of 
around 2 degrees centigrade is now a fairly 
common prediction, and at this level 
catastrophic consequences are not ex- 
pected. i 

More important, research also indicates 
that the benefits of carbon-dioxide emis- 
sions on plant life and agriculture far out- 
weigh adverse consequences that might be 
expected from increased warming. To this 
end we have commissioned a video enti- 
tled “The Greening of Planet Earth,” which 
is available free by calling Ned Leonard at 
202-463-6580 here in Washington. 

FREDRICK D. PALMER 

General Manager and Chief Executive Officer 
Western Fuels Association 

Washington D.C. 








Bank on It 

Regarding your item suggesting that the 
strong position of French banks in Vietnam 
today is a result of government guarantees 
[BUSINESS BRIEFING, 1 Apr.], this is a myth. 

Inasmuch as our bank is one of the co- 
lead managers of the two previous syndi- 
cated loans mentioned (the Metropole Ho- 
tel and the ATR 72 planes), I can assure 
you that there was no French government 
guarantee. 

By the way, according to the 14 March 
issue of the Vietnam Investment Review, the 
syndicated loan you mentioned is secured 
by a Singapore company. If this informa- 
tion is true, it can hardly be considered a 
Vietnamese risk. 

PHILIPE RENE-BAZIN 

General Manager 

Banque Francaise du Commerce Exterieur 
Singapore 





A Buddhist View 
There is one point that has troubled me 
greatly in Nick Bradbury’s review of Wil- 
liam LaFleur's book Liquid Life: Abortion and 
Buddhism in Japan [BOOKS, 11 Mar.] It reads: 
“It is no paradox that the Buddhist clergy, 
while still condoning abortion. . ." 
Inasmuch as I was once a student in Dr 
LeFleur's course on Japanese civilisation at 
the University of Pennsylvania, I am well 
aware that Dr LaFleur holds this view. He 
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made the same point in class also. 
But my Buddhist background gives me 
a different feeling. Since I was taught and 
read widely in Buddhist works, I do not 
see how the system of "life cycles" in Bud- 
dhism meant to condone abortion. | was 
taught not to kill living things (anything 
that has blood) because it is an act of sin. 
Besides, I was not allowed to eat meat or 
eggs on Buddhist holidays, and monks are 
not allowed to eat eggs at all — since they 
can develop into chickens. Therefore, since 
a foetus, like eggs, can develop into a func- 
tional adult in the future, Buddhist monks 

clearly do not condone abortion. 

THONG LUONG 
Philadelphia 





Patten's Pride 

Regarding your interview with the Gover- 
nor of Hongkong, Chris Patten [1 Apr.], I 
find the following passage amusing: “I 
mean, they [Chinese officials] must know 
that I am one of the prime minister's and 
foreign secretary's closest friends in or out 
of politics. They must have available to 
them my curriculum vitae and know that I 
was Chairman of the Conservative Party 
during an extremely difficult election 
which we won during a recession." Such 
arrogance! Presumably Chinese officials 
will also have found out from the gover- 
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nor's c.v. that the electorate that knew him 

best, the inhabitants of Bath, failed to re- 

elect him to Parliament. That is why Hong- 

kong got him. It seems he is just about to 
get it all wrong again. 

IAIN ALLISON 

Tokyo 





The REVIEW welcomes letters to the editor. Let- 
ters may be mailed to the Editor, Far Eastern 
Economic Review, GPO Box 160, Hongkong. 
They may also be faxed to (852) 503-1530. Let- 
ters must include the writer's name and ad- 
dress. All letters are subject to editing for length 
and clarity. 
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Indonesians are lured by the hi-tech temptati tion 


oe unto those who succumbs to the spell of the | 





source of wealth. For national planners, the chip holds out a 
. vision of an industry that is clean, requires little infrastruc- 
© ture and yields spectacularly high value-added. Hence the 
temptation to direct development chip by chip. 


the hi-tech bandwagon with both feet. 


trained engineer, Minister for Research and Technology B. J. 
Habibie. In a recent speech Mr Habibie came right to the 


priority industry,” Mr Habibie said, "there will be fast and 
stable economic growth." 


These are two big "ifs." First, if the government chooses : 


the right technology. Second, if it is then able to transform 
that technology into a competitive industry. The problem, 
especially in hi-tech, is that it is increasingly difficult for 
anyone to pick winners. Although technologists like to point 


to Japan, in fact today's Japan is highly inefficient in the - 
development end. Its fantastically expensive, decade-long | 
| bers during World War II; and under-the-table and secret 
payments to communist parties and friendly journalists. 


pursuit of an analog version of high-definition television, 


for example, was rendered moot by a cable-supply com- | 
pany in California that devised a digital version. Not least | 
among the pitfalls of government subsidy is that the more | 
; Revolution and the insistence that the Vietcong were an 
, autonomous force. xg 

All this would amount to mere historical footnotes ex- | = 
cept that we have more than a few Stalinists still around. |. 
Indeed, one reason the world lacks the resolve to confront... | 


money invested, the greater the reluctance to concede de- 
feat and move on. 


Indeed, one reason the US remains on top in the compu- | 
ter revolution is what others see as a weakness: thousands | 
of small companies. This creates a flexibility that large op- | 
erations simply cannot have. The history of hi-tech is full of | 
engineers who couldn't persuade their own chief executive | 
officers to pursue an idea, then had to split off from these - 
larger firms with the help of venture capital. If it is hard to | 
| persuade CEOs to deviate from a path, how much more | 
. difficult to move a government minister unanswerable to - | 
; discussion of the nature of evil regimes, including their du- 


S shareholders. 


Indonesia is not the first country to see in hi-tech the | 


1007 


microchip. The allure is simple: infused with - 
| knowledge, the sand and glass that make up a 
. microchip are almost miraculously transformed into a great | 


| potential for economic mada But it’s worth noting that . 1 


_ what fuels the information revolution is not Japan's Mitior |. 
US President Clinton's "economic security" advisers. Itisan — |- 


unfettered environment that lets people with new ideas sub- | 


| mit them to the rigours of the market. As innovation creates - 
| as-now unimagined possibilities, the countries that will . 
| profit most from the hi-tech revolution will be those with - 
; governments that forsake subsidy and throw open doors to |. 
Indonesia is the latest country to show the first symp- | 
toms of this hi-tech fever. Over the past two decades or so, | 
a group of advisers trained at the University of California at | 
Berkeley have helped boost Indonesia's growth and deve- | 
lopment through remarkably successful policies that liberal- - 
ised trade. In his recent cabinet reshuffle, however, Presi- - 
dent Suharto appears to have reduced the influence of this | 
"Berkeley Mafia" in favour of a group of new-style nation- | 
alists. Dubbed “technologists,” they believe that Indonesia's - 
long-term economic growth depends on hopping aboard | 
| ing a two-year-period in the early 1950s? We'll never know, 
The spiritual leader of this group is a talented, German- | 


opportunity. a 


The Fig Leaf Papers 
US-USSR secret war over Korea 
H ow would Americans have reacted if they knew that 





the Soviets killed more than 1,000 US pilots in air 
battles over North Korea and northeastern China dur- 


because their own government took extraordinary pains to 


| prevent their finding out. Jon Halliday of London Univer- 
| sity makes public this week how Washington kept this se- 
point. Letting the market decide will not work in hi-tech, he | 
argued, because the market lacks sufficient incentives for . 
the research investment required. “If the choice of technol- - 
ogy is correct, and is successful in developing a competitive | 


cret from its own citizens for fear that they would demand 
action (see page 32). Paul Nitze, then a young US diplomat 
and more recently the Salt arms-control negotiator, summa- 


_ rised this argument in a paper at the time called Removing |... 
| the Fig Leaf from the Hard Core of Soviet Responsibility. uq 
|, Even those who would forgive such a cover-up, even | 
_ one that played to Stalin's game plan, must now confront | 
_ the totality of unpleasant truths. With the end of the Cold | 


War, we now know that the Soviets lied about many hor- 
rors: the shooting down of flight KAL 007; secret biological 
weapons development in Sverdlosk; the fate of Raoul 
Wallenberg, the Swedish diplomat who was arrested by the 
Soviets after saving hundreds of Jews from the gas cham- 


Other set pieces of communist propaganda now exploded 
by history include wild claims on behalf of the Cultural 


Khmer Rouge savagery in Cambodia or Serbian atrocities — 
against Muslims in central Europe is a reluctance to face up 
to the real nature of these outrages. For that matter, is any- 
one now hiding information about North Korea for fear that 
the public in Asia would insist on action? The only way to. | 
understand the risks facing the world today is more open | | 


plicity in the once-condoned past. E 
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“If you cant rely on your equipment, youre sunk’ 


The first yacht to cross the line in the 1990 
Round the World yacht race was designed by 
Bruce Farr. 

So was the yacht that came second; so was 
the yacht that came third. 

If confirmation were needed of the unique 
position that Bruce Farr commands in the field 
of yacht design, the result of this race surely 
provided it. 

World-beating performance, however, counts 
for nothing without reliability. “Reliability 
engineering is the most important aspect of 
structuring the boat, says Farr. 

This is a concept which we in Geneva 
wholeheartedly endorse.“Reliability engineering” 
is precisely what goes into every 
single Rolex. 

Part of what makes a Rolex 
Oyster so dependable is the design of its rugged 
case, which is sculpted from a solid block of 
stainless steel, I8ct. gold or platinum, using as 
much as sixty tons of pressure. 


=~ Such force is necessary because 





what is being produced is, itself, 


massively strong. It has to be; 









make, from the first operation on the first tiny 
part through to final assembly in Geneva. 

The movement is further protected by the 
Twinlock winding crown. This ingenious device 
screws down on to the Oyster case, 


closing as securely as the hatch of 


4 


a submarine. 





As each timepiece is assembled, 
every single part will have been tested, inspected, 
and cleaned ultrasonically over and over again. 
Then, once the movement is complete and placed 

in its Oyster case, it is tested anew — this time 

for reliability and resistance to water pressure. 

Finally, every single Oyster we make must 
undergo a further fifteen days and nights of 
rigorous testing at the hands of the Contróle 

| Officiel Suisse des Chronométres. 

It is an extraordinary process. But it 

explains why Oysters have accompanied ex- 


plorers to the heights of Everest and divers to the 
depths of the ocean. And yachtsmen, all WV 
ROLEX 


of Geneva 


around the world. 
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The Rolex Day-Date Chronometer in 18ct. gold with The President bracelet. Available in 18ct. white gold or in platinum. 


22 APRIL 1993 VOL: 156 NO: 16 


CONTENTS 











Ambassador McLaren will lead the British 
team on talks on Hongkong. Page 10. 





President Suharto's revitalised team faces 
new challenges. Page 39. 


Regular Features 


4 Letters 

5 Editorial 

9 Intelligence 

14 Regional Briefing 

23 The 5th Column 

29 Eye on Asia 

30 Traveller's Tales 

39 Focus: Indonesia 

62 Research & Innovation 

67 Economic Monitor: Philippines 
79 Business Briefing 

80 Prices & Trends 

81 Stockmarkets 

92 Shroff: Kuala Lumpur; Manila 
86 Profile: Hew Yoon Tat 


22 APRIL 1993 





ddvv Wid 39N 


D3N413S 








—- | COVER STORY 


FOCUS: INDONESIA 
Ol Trade & isrestaeni 


Mess battered economy has 
embarked on rapid growth. But to 
sustain it, Hanoi will need outside help to 
build roads, ports and other badly needed 
facilities. Such assistance may be close at 
hand: the IMF will shortly debate whether 
to lift its ban on aid to Vietnam — though 
Washington may not yet be ready to drop 
its objections. Review correspondents 
Murray Hiebert and Susumu Awanohara 
describe what kind of help Vietnam needs. 
age 68. 





Cover photo by Brice Fleutiaux 


10 
11 


Hongkong: Qualified optimism as Britain and China agree to talk 
Cambodia: War looms as the Khmer Rouge ends UN links 
Mongolia: Ruling party disowns reformist president 

Foreign Relations: Clinton, Congress see eye to eye on China MEN 
Malaysia: Kelantan rally against sultan raises tension 

Malaysia: Umno's Sabah strategy is hit by defections 

Foreign Relations: India seeks Thai trade and investment 

South Asia: Saarc summit decides to lower trade barriers 

China: Army power struggles could return to haunt Peking 
China: Feudalism and capitalism clash in Dengist model village 
Defence: US ponders a regional security strategy without bases 
Philippines: Cabinet minister wages a battle for the condom 
Vietnam: Officials sentenced to death in war-graves fraud 
Indonesia: Intelligence chiefs monitor separatist movements 
Indonesia: Suharto names new military leaders 


Japan: Foreign minister's departure leaves Miyazawa exposed 





Arts & Society 


32 
37 


Rewriting History: Korea's secret air war between the US and USSR 
Books 


64 
73 
74 
75 
76 
77 
77 
78 


Companies: Hongkong's New World Development set to profit in China 
Markets: Thailand's stockmarket rules are confusing foreign investors 
Labour: Japan's mid-level managers worry about job security 

Projects: Formosa Plastics plans a huge complex in Taiwan 

Policies: Japan unveils an economy-boosting supplementary budget 
Energy: Chevron signs a big oil deal with Kazakhstan 

Aviation: An upstart Indian carrier, East West Airlines, takes on all comers 


Policies: Is Malaysia's ex-finance minister Daim planning a comeback? 


FAR FACQCTE ON COMAIMNAAIRD far ji ril 





























instruments In in 


As an experienced wholesale 
bank, WestLB accompanies 
your international finance 
operations. 


20 years of experience in 
Corporate Finance, the solidity 
of a state bank and the lead- 
ing role played by WestLB. On 








this sound foundation, WestLB 
successfully combines 
classical products with inno- 
vative solutions, applying the 
right mix of state-of-the-art 
technology and personal crea- 
tivity. That's why WestLB 
rightfully belongs at the top of 
your shortlist — from Corporate 











West 


Finance and Investment 
Banking to Treasury. And 
thanks to a global network 
stretching from Dusseldorf to 
New York and from Tokyo 

to London, WestLB is 
perfectly equipped to set the 
tone for your international 


finance operations. 








Introducing the German bank that offers finely tuned 
ernational finance: 


LB. 


Head Office: Düsseldort. 


Branches, subsidiaries or 
representative offices in 
16 European countries 

as welt as in Beijing, 

Hong Kong, New York, 
Osaka, Rio de Janeiro, 
Singapore, Sydney, Tokyo, 
Toronto., 





WestLB 


The Westdeutsche Landesbank 





—— M niania ehm may bete merir unen te At mee ry rera ata ta M art e rr Bien Re rtr P Arat tat tatit AP aere aian 


“Editor: L. Gordon Crovit 
~ Deputy Editor: Nayan Chanda 


Regional Editor: Charles Smith; V. G. Kulkarni Deputy: 


Gavin Greenwood Assistant 


Business Editor: Nigel Holloway, Andrew Waller Deputy: 
Clary Hubbard, Chris Gay Assistants 


Features Editor: Frank Ching; Don Cohn Books Editor 
- Senior Editors: John M. Leger, Wiliam McGurn 
Assistant Editor: Jason T. Shaplen 


Focus Editor: Michael Malik 

News Editor: K. Nadarajah 

Chief Correspondent: Rodney Tasker 

International Finance Editor: Anthony Rowley Tokyo 


Specialist Contributors: Bob Johnstone Technology; 
Henny Sender Finance; Mark Clifford Industry: 
Carl Goldstein Chinese Affairs; Michael Westlake Transport: 


. N. Balakrishnan Singapore; Paul Mooney China Trade; Bertit Lintner 


Burma; Tai Ming Cheung; Jonathan Karp 


Creative Director: Morgan Chua 


Graphics Director: Ricky Hui; R ingo Chung, 

Ray Leung Assistants 

Production Editor: Henry Chiu; Winnie Law Daputy: 
Leong Suk Bing Assistant y 


Librarian: Jan Bradley; Roger Tani. TU 
Editorial Administrator: Lily Kan 


BUREAUX 


| Bangkok: Paul Handley 2517139 
Hanoi: Murray Hiebert 259621 


Islamabad: Saiamat Ali 823349 

Jakarta: Suhaini Aznam 3847814 

Kuala Lumpur: Michael Vatikiotis, Doug Tsuruoka 2308331 
Manila: John McBeth, Rigoberto Tiglao 5221808/505077 
New Delhi: Hamish McDonald 4627764 

Peking: Lincoln Kaye 5321550/5321397 

Seoul: Shim Jae Hoon, Ed Paisley 732-7354 
Singapore: 2203/20 

Taipei: Julian Baum 502-2359 

Tokyo: Robert Delis, Jonathan Friedland, 

Louise do Rosario 32708229 

Washington: Susumu Awanohara 862-9286 


OTHER CORRESPONDENTS AND CONTRIBUTORS 
Brussels: Shada islam London: Jarnes Bartholomew 
Calcutta: Jayanta Sarkar Moscow: Jeffrey Lilley 
Canberra: Jacqueline Rees New York: Jonathan Burton 
Colombo: Manik de Silva Phnom Penh: Nate Thayer 
Dhaka: 5. Kamaluddin Rangoon: M. C. Tun 
Islamabad: Ahmed Rashid United Nations: Ted Morello 
Kathmandu: Kedar Man Singh Wellington: Colin James 


ADMINISTRATION 
Publisher: Thomas P. Eglinton 


‘General Manager: Michell A. Kiai 
Company Secretary: K. S. Tsang 
Advertising Director: Thomas J. Harter 


Circulation Manager: Agnes Ting 

MIS Manager: Vincent Hong 

Advertising Services Manager: Bea Cheang 

Published weekly, every Thursday, in Hongkong since 1946. All Rights 


Reserved. © Review Publishin “ompan iy Limited, Hongkong, 1993. 
A wholly-owned subsidiary of Dow Jones and Company Incorporated. 


Offices: 25/F, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hongkong. 
Postal address: GPO Box 150, Hongk grong. 
£gitoria! 508 4381, Subscription 


Telephone: Gener! Business 508 4300, 
Customer Service SOB 4338. 

Fax: Genera! Business 503 1537, Editorial 503 1530, Subscription Customer 
Service 503 1548. | 

Telex: General Business 66452 REVCD HX, Editorial 75297 ECWEK HX. 
Cable: REVIEW HONGKONG. 

Printed by Dai Nippon Printing Co. (HK) Ltd. 

Australia: Print Pos! Number PP 349181/00080. U.K.: Registered as à 


Pon ai the General Post Office, U.S.A.: The Far Eastern d 


Review (USPS 914-880) is published weekly, every Thursday, tor US$159.00 


mee | 





E et year by Review Publishing | Company Limited. U.S. Mailing Agent — 


atarovers, inc. 36 W. 36th St. New York, N Y. 10018. Second-ciass d 


l paid at New York, N.Y., and additional mailing offices. U.S. POSTM 


Send address changes to Far Eastern eae Review c/o Datamovers, Inc., 
NW. 36th SL. New York, NY, 10015-8002 


Haee 





Member ot the Audit Bureau of Cireulations, London. 


No. 18 





eere Nn seencet e pet na ah B Ps Praeter org yes p t oe kg SP pA eA HER HS IA NAA NL rire aM AMA ART T TERRA A TUAE PLY MRL RURAL SLAVE VW) A Preeti: 


1 
1 


[Ie Meme ene tee o S S Pe renean aa OT a Oe IP AHEAD 


Í 
i 
i 
i 


INTELLIGENCE 


Close Textual Analysis 


A Russian translation of a purported 
Vietnamese document from 1972 that sug- 


gests Hanoi had 837 more US prisoners of 


war than it admitted to has raised more 
questions than it answers. US analysts por- 
ing over the 22-page report — of which 
only four pages are devoted to the Ameri- 
can prisoner issue — have found intrigu- 
ing inconsistencies and errors. The author 
of the alleged document is said to be Lieut- 
Gen. Tran Van Quang, but in 1972 he was 
a major-general and commanded North Vi- 
etnam’s 4th Military Region, which cov- 
ered the demilitarised zone and the start of 
the Ho Chi Minh trail. The document also 
claims that Hanoi captured more American 
officers than are on the entire US list of its 
personnel deemed missing in action, and 
consistently describes the prisoners as 
“American” rather than the standard ap- 
pellation of “imperialist” or “puppet.” Fur- 
ther, the document alludes to some differ- 
ence of opinion on how to exploit the pris- 
oners, which is an unlikely subject to be 
reported to policymakers. Most intrigu- 
ingly, perhaps, the report's author fails to 
mention that three prisoners were to be re- 
leased on 16 September 1972, the day after 
the report was supposedly written. Never- 
theless, despite these inconsistencies the 
document is sufficiently plausible to be 
taken seriously. US sources told the REVIEW 
that one explanation could be that it is a 
poor translation of a low-level Vietnamese 
document, and the prisoners described as 
American could be both US and allied pri- 
soners. Many South Vietnamese and non- 
American personnel were also taken pris- 


_ oner by the North Vietnamese army and 


the Viet Cong. Hanoi will have a chance to 
clear up the mystery by showing retired 
general John Vessey, the US special envoy 
scheduled to arrive in the country on 17 
April, the original of the document — if it 
exists. 


Patriotic Criminals 

When Chinese Public Security Minister 
Tao Siju said that “patriotic” triad gangs 
had once dispatched 800 men to protect a 
Chinese leader abroad, he was referring to 
Deng Xiaoping’s visit to the US in 1979. 
These US-based ethnic-Chinese organised 
gangs are believed to have kept an eye on 
pro-Taiwan individuals or gangs in the US 
while Deng was there. 


; Rough Puffs 


Indonesia has entered into a US$5 mil- 


_ lion contract with the US public relations 


firm Burson-Marsteller to help improve the 





country’s human-rights and environm 
tal image. Sources say the company will 
tasked with the job of presenting gover 
ment views on issues ranging from huma 
rights, the environment and the situatio 
in the former Portuguese colony of E 
Timor — all areas where Jakarta has co 
under increasing criticism from West 
aid donors. Another US public relations 
firm, Hill and Knowlton, has been helping 
Jakarta present the government's economi 
reform programmes for some years. 


Indian Club 


The issue of India as a possible strategic | 
counterbalance to China in Asia was raised. __ 
during Indian Prime Minister P. V. Nara- 
simha Rao's meeting with his Th ai coun- 
terpart Chuan Ledion ta Bane okor 













tended the meeting. Inc 
Asia’s largest armed 
blue-water navy. Cc 


The Indian navy as a counterweight? 


view the two, and possibly Japan, as the 
only powers with a capability to fill a —— 
growing vacuum as the US and. Russia i 
scale down their military presence. 
land and its Asean partners have called for 
a peaceful settlement to rival territorial © E 
claims in the Spratly Islands, in the South. ~ 
China Sea, where the most aggressive 
claimant so far has been China. | 











Peace with Honour 


Ethnic Kachin rebels and representati " 
of Burma's military government reached 
unilateral cease-fire agreement on 8 April. 
According to the terms of the accord, both - 
sides have agreed to confine their respec- 
tive forces to certain designated areas in 
Kachin state. The agreement has not been 
officially announced, and the Kachin rebels. 
insist their truce with Rangoon differs from - 
similar cease-fire agreements reached be- 
tween the Burmese Government and other . 
ethnic rebels and former communist insur- 
gents in 1989-90. They have called these — 
agreements "business deals," while the re- 
cent Rangoon-Kachin truce is supposed to 
be the first step towards more comprehen- 
sive peace talks between Rangoon and all 
the country's ethnic rebels. 
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Resurrected Talks 


The start of negotiations in Peking on Hongkong’s electoral 
system points to a softening in the positions of both China and 
Britain, but the road to agreement will be long and hard. 


By Tai Ming Cheung and Jonathan Karp 


_arely a month after Sino-British ties 
m over Hongkong appeared to reach a 
m new low after the breakdown of 
“talks about talks" on electoral arrange- 
ments leading up to the 1997 handover of 
sovereignty, London and Peking gave a 
welcome Easter surprise to a subdued 
Hongkong by announcing they would fi- 
nally begin negotiations in the Chinese 
capital on 22 April. 

If the past couple of months of diplo- 
matic contacts are a guide, progress on 
these talks is likely, even now, to be pains- 
takingly slow and tortuous, and with only 
limited prospects for success. Some ana- 
lysts suspect that China may deliberately 
drag out negotiations with the eventual 
aim of frustrating the process of democratic 
reforms in Hongkong. 

However, the Hongkong stockmarket 








appeared to take a different view. On 14 
April, the day after the news on the talks 
broke, the Hang Seng Index rose by 4.8% 
in the morning trading to a new high of 
6,740 points. Optimistic brokers even an- 
ticipated that the index would climb to 
7,000 points. 

The breakthrough appears to have 
come during meetings between Alastair 
Goodlad, the British secretary of state re- 
sponsible for Hongkong affairs, and Ma 
Yuchen, the Chinese ambassador in Lon- 
don. They maintained a quiet dialogue de- 
spite tough public statements from Chinese 
leaders following Hongkong Governor 
Chris Patten's gazetting of his political re- 
form bill to the Legislative Council (Legco) 
on 12 March. 

Prior to the gazetting, the British and 
Chinese had come tantalisingly close to 
agreeing to formal talks. But they floun- 
dered at the last minute when Peking in- 
sisted that Hongkong Government officials 


TAD CACTIIDAIL CCOAOAIC REVIEW 


should only act as advisers rather than be 
full members of the British negotiating 
team. Although the issue was only a mat- 
ter of procedure, Britain saw the move as 
another delaying tactic in a Chinese plot to 
prevent the political reforms from being in- 
troduced into Legco. The status of Hong- 
kong officials had not been an issue in past 
Sino-British negotiations which they had 
attended as members of the British delega- 
tion. 

Rather than be drawn on the question 
of Hongkong’s participation, the British 
decided to break off the diplomatic con- 
tacts and gazette Patten's reform propos- 
als. The move stunned Peking and pro- 
voked angry attacks on Patten by Chinese 
leaders during last month's session of the 
National People's Congress. The Chinese 
authorities also announced plans to estab- 
lish a preparatory committee for Hong- 
kong's post-1997 government. 

Although the Chinese were left publicly 
seething and saying that any more talks 
would be almost impossible, pragmatism 
appears to have prevailed. Conceding that 
the status of Hongkong officials should not 
be a major stumbling point, Peking is be- 


22 APHIL 1993 





lieved to have passed this message to the 
British through its London embassy. 

When the talks were announced on 13 
April, only the names of the British and 
Chinese team leaders were initially made 
public. But the British quickly clarified the 
composition of the whole team in a more 
detailed second statement. This said that 
the leader of the British team, Ambassador 
to Peking Sir Robin McLaren, would be 
“supported” by various Hongkong officials 
including Political Adviser William 
Ehrman, and Secretary for Constitutional 
Affairs Michael Sze. The Chinese side only 
said their team would be led by Vice-For- 
eign Minister Jiang Enzhu. 

The breakthrough was widely wel- 
comed in Hongkong, though liberal legis- 
lators worried that the talks would further 
delay the introduction of reform legislation 
into Legco. The leader of the United Demo- 
crats of Hong Kong, Martin Lee, said the 
bill should be presented at 
the next meeting of Legco 
on 21 April. Lee argued that 
Britain and China would ac- 
tually benefit from being 
able to “gauge the feeling 
and thinking of the council.” 

Hongkong Government 
Chief Secretary Sir David 
Ford said that the govern- 
ment did not intend to sub- 
mit its reform proposals to 
Legco “while there is the 
prospect of reaching agree- 
ment on these talks.” But 
Ford did point out that the 
government hoped to have 
the bill introduced and ap- 
proved by Legco before the 
end of its summer session in 
late July. “This means that the diplomatic 
negotiations cannot take as long as the ear- 
lier series of ‘talks on talks’,” says a Hong- 
kong official. 

Although the start of formal negotia- 
tions is the most positive development to 
have taken place in the past six months of 
strained Sino-British relations, officials 
were careful not to raise expectations that 
a settlement of the dispute is in sight. In a 
speech in London on 6 April, Patten said 
that “talks, were they to take place, would 
be extremely difficult, because we are 
clearly discussing issues on which both of 
us feel very strongly.” 

Even the concession by Peking over the 
involvement of Hongkong officials is not 
seen as particularly noteworthy by many 
analysts, who point out the Chinese had 
only raised the issue at the last minute. 
But some political observers at least de- 
tected a welcome change of mood. Joseph 
Cheng, a political scientist at the City Poly- 
technic of Hongkong, says the break- 
through “demonstrated political will be- 
tween the two sides to overcome issues 
through compromise.” 
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Lee wants a debate. 


Cheng notes that, while China made 
concessions on the status of the Hongkong 
Government officials, the British were will- 
ing to limit the talks to discussing arrange- 
ments for the District Board and Legco 
elections due in 1994 and 1995, rather than 
insisting on a full discussions of Patten's 
political reform proposals. "This means the 
Chinese do not have to make counter-pro- 
posals," says Cheng. With signs of greater 


flexibility on both sides, Cheng believes | 


there is a good chance of compromise. 
Other observers believe that Chinese 
leaders are not so much outraged by the 
contents of Patten's reform proposals as by 
his insistence on undermining Peking’s in- 
fluence by upgrading the status of Legco. 
Chinese officials have said that Legco has 
no authority to decide on the constitutional 
changes, which are the sole prerogative of 
the British and Chinese governments. 
With the benefit of hindsight, Hong- 


McLaren will lead the talks. 


kong-watching diplomats in Peking now 
claim that a breakthrough on resumption 
of Sino-British talks was predictable. A 
non-British sinologist at a Western em- 
bassy criticised Patten's timing in unveil- 
ing his original reform proposals, but sug- 
gested China's agreement to talks should 
be seen as part of a general shift towards a 
more moderate line on issues of interest to 
the West. 

These days, he said, Peking is more pre- 
occupied with the renewal of its most fa- 
voured nation trading status with the US 
in June, its early accession to Gatt and its 
bid to host the Olympics in 2000. 

Other Peking observers contrasted Chi- 
na's hard line towards the Hongkong Gov- 
ernment with its solicitude towards the far 
more democratic government of arch-rival 
Taiwan. Both Peking and Taipei have 
voiced dogged optimism about the even- 
tual resolution of the Taiwan issue, while 
sticking to strictly technical questions in 
bilateral contacts. This approach has led to 
agreement on the first-ever semi-official 
Taipei-Peking talks, scheduled for late 
April in Singapore. 
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CAMBODIA 


Rumours 
of War 


Conflict looms after 
Khmer Rouge pullout 


By Nate Thayer in Phnom Penh 
he abrupt withdrawal of all Khmer 
| Rouge officials from Phnom Penh, 
coupled with the faction's decision 
to launch a series of military offensives in 
the provinces, effectively signals an end to 
the remnants of the 1991 Paris peace agree- 
ments. 

Khmer Rouge leader Khieu Samphan, 
in a letter delivered early in the morning of 
13 April to titular head of state Prince No- 
rodom Sihanouk, informed him that his 


faction was withdrawing all its officials 
from the capital. A convoy of Khmer 


| Rouge officials and bodyguards pulled out 





of their compound next to the royal palace, 
drove quickly to the airport and left for 
Bangkok. 

A senior Khmer Rouge official told the 
REVIEW on 14 April that ^we will not come 
back," citing a speech by UN Transitional 
Authority in Cambodia (Untac) chief 
Yasushi Akashi delivered at a meeting of 
the nominal Supreme National Council 


| governing body on 10 April as the final 


catalyst. "Akashi said we were outlaws. He 


| has no right to do that. In concrete terms, it 


creates an environment in which it is not 

safe to do our work in Phnom Penh any 

more," the official said by telephone. 
Akashi also pledged in his speech that 


, elections would go forward, and warned 


the Khmer Rouge that efforts to impede 
the polls would result in “condemnation, 


| isolation and even worse." 


| evolved . . 


The Khmer Rouge official appeared to 
respond to these charges when he told the 
REVIEW that "the military situation has 
. elections will not solve any- 
thing now. If the Phnom Penh party wins 
the elections there will be a very big explo- 
sion, a popular explosion. Explosions in 
Phnom Penh, in the provincial towns and 
combined with the military activities in the 
rural areas." 

The Khmer Rouge withdrawal of its 
liaison officials, who have been perma- 
nently based in Phnom Penh since the 
peace accords were signed in late 1991, 
leaves the UN with no official contacts with 
the faction and no remaining official chan- 
nels for dialogue. UN sources also say that 


, Khmer Rouge military liaison representa- 


tives have been withdrawn from Untac 


m | units based in Battambang, Siem Riep, 


44 





Kompong Cham and Kompong Thom. 

Despite this critical setback to the peace 
process, Khmer Rouge sources and Phnom 
Penh-based diplomats say the elections will 
go forward. They also agreed that the last 
hope to avoid a return to civil war is if 
Sihanouk — who left Phnom Penh on 14 
April to attend North Korean President 
Kim Il Sung’s birthday celebrations — is 
able to form a government of national rec- 
onciliation after the elections that includes 
the guerilla faction. 

Both Sihanouk and the main opposition 
Funcinpec party run by his son Prince No- 
rodom Rannariddh have said they will in- 
clude the Khmer Rouge in any new gov- 
ernment they control. 

The Khmer Rouge believes a Funcinpec- 
led administration will offer it a chance to 
participate in a new government. This in 
turn would hamper efforts by the Phnom 
Penh State of Cambodia (SOC) regime to 
launch a military campaign to destroy the 
faction. 

Analysts say the 
Khmer Rouge has un- 
dergone a major inter- 
nal policy shift in re- 
cent months as a coor- 
dinated campaign of 
politically motivated 
killings by the Soc re- 
gime altered the likely 
make-up of the gov- 
ernment which will 
emerge from the May 
elections. Funcinpec, 
the primary target of 
the terror campaign, 
now seems less likely 
to win the elections — 
despite the views of 
most observers who 
believe they would be 
the winners if the polls were free and fair. 
This, in turn, decreases the chances of the 
Khmer Rouge having a place in a post-elec- 
tion coalition government of national rec- 
onciliation. 

The prospect of a soc-dominated gov- 
ernment, controlled by its arch enemies 
who were installed by Vietnamese invad- 
ers 14 years ago and legitimised by the 
world community through UN-conducted 
elections, is galling enough for the Khmer 
Rouge. But what alarms the faction even 
more is the belief that the international 
community is merely awaiting its chance 
to give military and economic support to a 
new government. 

It is this belief, some analysts say, that is 
behind the Khmer Rouge strategy of trying 
to prevent — or at least badly disrupt — 
the elections. The group sees a SOC govern- 
ment being rapidly re-armed and trained 
by certain countries in order to attack and 
destroy the Khmer Rouge militarily. Other 
governments, they believe, will come in 
and strengthen the new government eco- 


12 


nomically. 

The Khmer Rouge decision to resume 
widespread military operations may be 
seen in this context. Khmer Rouge sources 
told the REVIEW that it has begun a series 
of coordinated offensives in the key north- 
ern and northwestern provinces of Siem 
Riep, Kompong Thom, Battambang and 
Preah Vihar. The objective of these opera- 
tions is “to send a message to Untac that 
we will not accept the elections," a Khmer 
Rouge official said. 

He added that "if the Phnom Penh 
party wins, then people will blame Untac 
for stealing the popular vote. The people 
expect Funcinpec to win. If they don't, 
there will be a big explosion." 

With the loss of almost all its key united 
front allies that were central to the guerilla 
faction's survival since 1979, the Khmer 
Rouge is now as isolated as it has ever been 
since being forced from power by Vietnam. 
As a result — and perhaps paradoxically 


All they need to know about taking part in elections. 


— some analysts believe that, were the 
Khmer Rouge to prevent or disrupt the 
elections, its own scenario of an interna- 
tional conspiracy to eliminate it could come 
true. 

As one Phnom Penh-based diplomat 
said, "there are many influential people 
around the world who have put their repu- 
tations on the line to put together this peace 
accord. If the Khmer Rouge destroys it, 
some would certainly be in the mood to 
take revenge." 

Most countries still continue to back at- 
tempts to somehow bring the Khmer 
Rouge into a post-election government of 
national reconciliation as a means to end 
Cambodia's years of conflict. But if they 
fail to secure this safety-net, the Khmer 
Rouge may well find itself fighting an all- 
out war once again. This time, however, it 
may face the wrath of the international 
community — including many of those 
countries who supported it during its 
campaign against the Vietnamese occupa- 
tion. x 
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MONGOLIA 


HONO OuI¥4 NOGHOD 


Dropping 
The Pilot 


By Peter Hannam in Ulan Bator 


he 1990 death-bed conversion of the 
| Mongolian People’s Revolutionary 
Party (MPRP) from communism to 
liberal democracy was never entirely con- 
vincing. Although avowedly reformist, 
much of the party has yet to exorcise the 
spirit of Marx. Party cadres unabashedly 
display on their bookshelves tomes of 
Lenin and Kim Il Sung, or sport colourful 
1993 calendars incongruously donated by 
the Communist Party of the US. 

[n fact, recent actions suggest the ruling 
party is shifting back to the right. In early 
April, a special party congress voted to 
dump President Punsalmaagiyn Ochirbat 
as the party's choice for direct presidential 
elections set for 6 June. 

After a lacklustre first two years in of- 
fice, Ochirbat surprised many observers 
over the past 12 months by his outspoken 
defence of the country's fledgling market 
economy and multi-party democracy. With 
the MPRP monopolising all but five of the 
76 seats in parliament, the president has 
emerged for many as the last obstacle to 
one-party dictatorship. 

“He's the living fossil of the democratic 
revolution," said Christopher Atwood, an 
American specialist on Mongolia who ac- 
curately predicted Ochirbat's role last June. 
^He knows his place in history depends on 


| the survival of the democratic constitution 


he did so much to create.” 

Ochirbat's actions — from vetoing tax 
legislation he considered anti-market to 
making regular public reminders of the 
MPRP’s totalitarian past — incensed the 
party faithful. They chose instead Lodong- 
iyn Tudev, the 58-year-old editor of the 
MPRP’s often hardline mouthpiece Unen 
("Truth"), as their preferred candidate for 
president. 

Although the MPRP-controlled govern- 
ment remains mainly in the hands of re- 
form-minded officials, the revival of con- 
servatives in the parliament and the party 
as a whole is seen to be gaining pace. One 
reason is the defection from the party of 
some of its most committed reformers. 

Conservative efforts to drop Ochirbat 
may yet backfire. The small two-party coa- 
lition opposition of National Democrats 
and Social Democrats has snapped up the 
incumbent as their presidential candi- 
date."We don't value [Ochirbat] so highly, 
but at the moment there's no better candi- 
date," said Yadamjavyn Batbayar, a demo- 
cratic supporter. "At least he's some pro- 
tection from a more autocratic regime." m 
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RELATIONS 


China Consensus 


Clinton and Congress converge on MFN issue 








By Susumu Awanohara in Washington 


T he Washington debate on China's 





trade status has become an annual 

event since the Tiananmen Square 
crackdown of June 1989, but this year both 
the issues and the positions of the debaters 
will be different. Having a Democratic 
president in the White House who is os- 
tensibly concerned about human rights in 
China has made it easier, not more diffi- 
cult, to decide how to handle the China 
issue. 

Suddenly, Congress, also controlled by 
the Democratic Party, is willing to let Presi- 
dent Bill Clinton take the initiative in de- 
ciding whether to extend China's most-fa- 
voured-nation (MFN) trade status and on 
what conditions. Clinton has until early 
June to make up his mind and seek Con- 
gressional approval. 

To be sure, legislators warn that if Clin- 
ton lets them down, they will once again 
take the lead themselves and attempt to 
condition China's MFN on its performance 
in the areas of human rights, weapons ex- 
ports and trade practices. But there is a 
growing feeling here that China's emer- 
gence as an economic power and the fast- 
est-growing export market for US products 
will moderate US policy. 

What the US will decide is being 
watched closely not only by China but by 
much of the rest of Asia. Policymakers in 
the region have become increasingly vocal 
in their opposition to the US applying 
punitive and public sanctions against Chi- 
nese behaviour. 

In a speech last month that highlighted 
the changed rules of the game, Congress- 
woman Nancy Pelosi — who has each year 
sponsored MFN-conditioning bills in the 
House of Representatives that won over- 
whelming support — argued that Clinton 
should be given a chance to restore a bi- 
partisan consensus on China policy as well 
as a consensus between the legislative and 
executive branches of government. Pelosi's 
bills against Peking were never enacted 
because the counterpart bills in the Senate 
failed to win enough support to override a 
presidential veto. 

Pelosi said that if Clinton proposes to 
renew MFN "with reasonable conditions 
that are achievable by the Chinese Govern- 
ment and are true to the principles of our 
country," the conditions need not be legis- 
lated by Congress. She is once again work- 
ing on a bill, however, so that, “absent [the 
initiative] from the president, we have the 
bill and are ready to move with it," she 


22 APRII 1993 





Clinton could make MFN conditional. 


said. 

More moderate Congressional leaders 
such as Sen. Max Baucus and Congress- 
man Lee Hamilton, who under former 
president George Bush were among the 
Democratic minority voting for ^uncondi- 
tional extension" of China's MFN, are posi- 
tively calling for a non-legislative ap- 
proach. Each has argued that, even under 
Bush who was accused of being soft on 
China, the MFN was in a sense conditioned 
— not by statute but by presidential policy. 
For example, Bush's 1991 letter to Baucus 
sought the senator's support in defeating 
an MFN-conditioning bill but pledged in 
exchange to deal with China's alleged in- 
fractions using existing laws and agree- 
ments. 

Even Clinton has conceded that the 
policies enunciated in Bush's letter to 
Baucus worked. As Hamilton put it in a 
major China policy speech in early April, 
"The US Government already has at its dis- 
posal sanctions that are more powerfully 
focused than the scatter-shot impact of 
withdrawing MEN.” 

Responding to Congressional magna- 
nimity, the Clinton administration has 
pledged to work with the legislature. “The 
theme of our approach on MEN is solidarity 
with the Congress,” said assistant secretary 
of state-designate Winston Lord at his con- 
firmation hearing late last month. He did 
not forget to add that “conditional MEN is 
the position of the president and we will 
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go forward on that basis, depending on 
events.” 

The fact that Clinton is a Democrat is a 
major reason for the Congress-White 
House entente. “The president naturally 
wants to maintain maximum flexibility in 
foreign policy and a Democratic Congress 
is more inclined to give it to a Democratic 
president,” says Alfred Wilhelm, a China 
specialist at the think-tank Atlantic Coun- 
cil. 


Another reason, according to Harry 
Harding of Brookings Institution, is that 
Americans have realised that, despite 
Tiananmen, economic reform and growth 
have surged ahead in China. Because of 
this, “the US business community has 
found its voice, beginning more actively 
and articulately to express the view that 
China’s MFN should be kept uncondition- 
ally,” he says. 

How exactly Clinton should “take ini- 
tiative” has not been worked out in the 
White House, much less between it and 
Congress, experts say. But a Congressional 
staffer feels that the initiative could take 
the form of an executive order or a less 
formal policy statement, or could come in 
the form of a letter to someone promising 
certain actions by the administration. 

One often-mentioned scenario is for 
Clinton to extend MFN for one year in mid- 
1993, while conditioning further extension 
in 1994 on “significant progress” by China 
in problem areas. “Some toughness is re- 
quired to avoid attacks from the Right and 
the Left,” the staffer says. 

But there is no agreement on what 
would be sufficiently tough. On the one 
hand, there is a sense that extending the 
list of unrealistic conditions is futile. Even 
Pelosi has said that some MFN-condition- 
ing bills were “so loaded down that they 
were tantamount to revocation bills, not 
leverage bills.” Moderates argue that Clin- 
ton should focus on human rights and try 
to deal with trade issues using trade rules 
and with weapons proliferation issues 
through the nuclear Non-proliferation 
Treaty and the Missile Technology Control 
Regime. 

On the other hand, various groups are 
wedded to their respective causes, includ- 
ing human rights in Tibet and democracy 
in Hongkong. In fact, many legislators are 
concerned this year about Chinese transfer 
of population into Tibet and may try to use 
MFN as a lever to curtail this. These legisla- 
tors were encouraged by Und 
of State Peter Tarnoff's statement last 
month that "the role of the Dalai Lama as 
leader of his people has to be recognised" 
by China. 

Speaking of China policymakers in the 
administration and Congress, one Congres- 
sional staff member says: "We're like a 
bunch of skydivers. We've jumped hoping 
that a link-up is possible but we don't 
know yet if it'll work." e 
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JAPAN 
Aid to Russia 


Japan has offered US$1.8 
billion in new bilateral 
assistance to Russia. The 
package — including loans, 
trade insurance and a US$200- 
300 million grant to help 
dismantle nuclear weapons — 
was announced at the opening 
session of a two-day 
conference of foreign and 
finance ministers from the G7 
industrialised nations. 
Conference participants are 
expected to approve a total of 
US$30-40 billion in new aid to 
Russia. Japanese Prime 
Minister Kiichi Miyazawa is 
due to meet US President Bill 
Clinton one day after the G7 
ministerial conference 
concludes on 15 April. 


Peacekeepers to Remain 


Defence Agency Director 
Toshio Nakayama has said 
that if there is “widespread 
armed disruption” of the 
Cambodian election next 
month, Tokyo “must consider 
an emergency evacuation or 
halt in [its peacekeeping] 
operations.” The statement 
follows the 8 April killing of a 
Japanese election monitor in 
Kompong Thom. Prime 
Minister Kiichi Miyazawa has 
said that he has no plans to 
withdraw Japanese troops. 





THAILAND 


UN Pressure on Cambodia 


UN Secretary-General Boutros 
Boutros-Ghali has urged 
Bangkok to tighten its squeeze 
on the Khmer Rouge. In an 9 
April meeting with Foreign 
Minister Prasong Soonsiri, 
Boutros-Ghali asked the Thais 
to strictly enforce a ban on 
imports of logs and gems from 
the faction ahead of the 23-27 
May election in Cambodia. 
The UN-ban on trade — a 
lucrative source of income for 
the Khmer Rouge — was 
intended to persuade the 
group to comply with the 
Cambodian peace process. 
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Prasong told Boutros-Ghali 
that if the UN has evidence 
showing continued Thai trade 
with the Khmer Rouge, it 
should pass it to Bangkok so 
further action can be taken. 


INDIA 


Kashmir Violence 


About 50 people were killed 
and 250 buildings destroyed 
during shooting by the 
paramilitary Border Security 
Force (BSF) in the Kashmiri 
capital Srinagar on 10 April. 
Kashmir Police Inspector- 
General B. S. Bedi said anti- 
Indian militants set fire to a 
building vacated by the BSF the 
previous night and fired on its 
soldiers. But townspeople said 
the BSF went on a rampage to 
avenge the deaths of four 
colleagues killed by a 
landmine on 7 April. Clashes 
between the BSF and angry 
crowds have been frequent 
since the murder of separatist 
leader Abdul Ahad Guru on 
31 March. Hardline officials 
are using the Srinagar incident 
to warn against reducing the 
BSF's presence on the streets. 
Critics say it was staged for 
this purpose. 


TAIWAN 
Readmission to the UN 


Taipei could be re-admitted to 
the UN within three years, 
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The Khmer Rouge timber trade comes under new scrutiny. 


President Lee Teng-hui has 
told the National Assembly. 
His remarks coincided with a 
breakthrough in relations with 
China in which Peking and 
Taipei have agreed to send 
representatives to a meeting in 
Singapore in late April. During 
the talks, the two sides will 
sign agreements on document 
verification and a registered 
mail system. They will also 
hold routine — but semi- 
official — consultations on 
cross-straits affairs. 


INDONESIA 

East Timor Rebel Caught 
On 10 April, military 
authorities captured 
Constantio Pinto, the alleged 
mastermind behind the pro- 
separatist demonstration in 
East Timor in November 1991. 
A week earlier, the army had 
arrested Antonio Gomes da 
Costa, the successor to Fretilin 
leader Xanana Gusmao who is 
currently on trial for leading 
the separatist rebellion. 


PAKISTAN 

Poison Charge 

Pakistan's latest political 
thriller has taken a new twist. 
On 11 April the wife of late 
army chief Gen. Asif Nawaz 
Janjua charged Prime Minister 
Nawaz Sharif's petroleum 
minister and federal 
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intelligence bureau chief with 
the assassination of her 
husband. The pair's alleged 
weapon: delayed action 
poison. Former interior 
minister Zahid Sarfaraz 
repeated the charge at a press 
conference the same day, 
adding that Janjua's stomach 
had been removed before 
burial. Responding to the 
claims, Sharif on 12 April 
appointed a commission to 
look into the charges. 


BURMA 

The Name Game 

Burma is trying everything to 
improve its international 
image. Its latest move: 
changing the name of its main 
mouthpiece from the Working 
People's Daily to New Light of 
Myanmar, or Myanama Alin in 
Burmese. The original Myanma 
Alin, founded in 1914, was 
nationalised by the military 
government in 1969 and forced 
to shut in 1988 when all 
newspapers except the 
Working People's Daily were 
closed. By resurrecting the old 
name, military authorities 
hope to gain an organ whose 
name is politically neutral. 
Recent issues of the paper, 
however, indicate its contents 
have not changed. 
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For the man who makes his own rules. 


PREMIER 
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Rare Old Scotch Whisky, aged to perfection. 
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MALAYSIA 


Uneasy Lies the Head 


Rally against Kelantan sultan raises tension 





By Michael Vatikiotis in Kota Baru 
aturday is the start of the working 
week in this traditional Islamic 


S stronghold. But few shopowners 


risked opening their doors on 10 April, as 
some 200 people defied a police ban and 
gathered at the local headquarters of the 
country’s ruling United Malays National 
Organisation (Umno) to demand an end to 
royal interference in politics. 

For Kelantan’s Islamic state government 
and conservative ruler the rally 
posed a threat not just to public 
order, but a blend of politics, tradi- 
tion and culture that grants the pal- 
ace and the mosque a powerful 
role. Umno alleges that Kelantan’s 
controversial Sultan Islamail Petra 
is playing politics and is not behav- 
ing as a constitutional monarch. 

As riot police watched from be- 
hind their perspex shields, batons, 
tear gas and assault rifles at hand, 
the demonstrators — who claimed 
to come from local occupational 
and trading associations represent- 
ing some 300,000 people — un- 
furled banners and shouted slo- 
gans aimed at the sultan. Inside the 
building, a senior Umno official 
sounded ambivalent about the situ- 
ation. “This is what we needed to 
motivate the party,” he said, admit- 


Meanwhile, in 
Sabah... 


While the ruling United Malays National 
Organisation (Umno) appeared to be 
pushing events along in one opposition 
state, it was being stabbed in the back in 
another. Umno's attempts to establish a 
credible presence in the East Malaysian 
state of Sabah suffered a setback when 
members of a friendly party defected to 
the opposition state government. 

Sabah politics are complex at the best 
of times, but few observers doubted that 
the decision by five United Sabah Na- 
tional Organisation (Usno) assemblymen 
to enter a coalition with the ruling United 
Sabah Party (PBs) was a blow to Umno's 
attempts to recover its influence in the 
state. 
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ting less cheerfully that all it needed was 
"a spark" for more serious unrest to erupt. 

Umno, the ruling party in most of 
Malaysia, lost Kelantan to the Islamic Party 
(Pas) and the Umno splinter group Sem- 
angat 46 at the 1990 general election. Umno 
blames Kelantan's ruler for becoming in- 
volved in politics and taking sides, while 
observers suspect that Prime Minister 
Datuk Seri Mahathir Mohamad wants to 
settle the score and has targeted the sultan. 

What appears to have brought matters 





Now, the Kelantan ruler may face a rival claim. 


A coalition had been in the making 
for some time. Usno — a Muslim party 
previously led by former chief minister 
Tun Mustapha Harun — is being ab- 
sorbed as part of Umno, which entered 
the political ring in Sabah two years ago. 
It now seems clear that Usno was di- 
vided over its own extinction, and less 
than happy with the incentives offered 
by Umno. 

Others think hard cash played a role. 
“Umno was offering more [than the pss], 
but had not shown them the colour of 
their money," noted a local political ob- 
server. But PBS sources insist that the 
Usno defectors were simply fed up with 
Umno. "The party took Usno for granted 
and treated them badly," a pss official 
said. 

Umno was, however, able to take 
some comfort from the fact that six of 
the 11 Usno assemblymen crossed over 
to Umno just before the coalition with 


FAR FASTFEFRN ECONOMIC REVIEW 


to a head was an incident during Ma- 
hathir's last visit to Kelantan during the 
Ramadan fasting month. While attending 
prayers at a local mosque, Mahathir was 
shaken by a sermon that criticised his gov- 
ernment. Umno sources were quick to 
point out that since all religious matters in 
Kelantan fall under the sultan's authority, 
this was evidence of his involvement in 
politics. Umno's anger was already fo- 
cused on the sultan because of his alle- 
gation that not all rulers had agreed to re- 
cent constitutional ammendments which 
deprived Malaysia's royalty of their strict 
legal immunity. 

A barrage of attacks on Kelantan fol- 
lowed. Palace officials were accused of or- 
dering state officers not to meet federal of- 
ficials, a pretender to the Kelantan throne 
was produced and Semangat 46 — which 
is led by Kelantan royal family 
member Tunku Razaleigh Hamzah 
— was threatened with de-registra- 
tion. The government has denied 
being behind any of these moves. 

This onslaught sparked concern 
in Kelantan that the federal gov- 
ernment was trying to instigate a 
crisis in the state to justify declar- 
ing a state of emergency. “They are 
playing gangster politics,” said 
Semangat 46 information chief 
Ahmad Shabery Chik. 

Many in the state who felt 
Umno wanted to engineer such a 
crisis pointed to a relatively recent 
precedent. In 1978 Umno had 
taken control of the state from a 
Pas government after mass dem- 
onstrations led the federal authori- 
ties to declare a state of emergency. 

But if this was Umno's strategy, 
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the PBS was announced. Usno’s rump is 
now being expelled from the national- 
level ruling coalition that Umno heads. 

Sabah’s Chief Minister Datuk Joseph 
Pairin Kittingan, meanwhile, appears to 
have used the coalition as an opportu- 
nity to reshuffle his cabinet. As well as 
accommodating the Usno defectors, 
other changes consolidated the position 
of his close supporters. The new line-up 
also brings in more Muslims to the pre- 
dominantly Christian Kadazan party 
hierarchy — a move that may help un- 
dermine Umno's appeal to Muslim 
Sabahans. 

Behind the PBs-Usno coalition, more 
objective observers suggest, lies further 
evidence of Sabah's disaffection with the 
federal government. "There are strong 
provincial sentiments here," says a local 
commentator, who argues that Kuala 
Lumpur is reading Sabah from too far 
away. m Michael Vatikiotis 
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its course was deflected at the last moment. 
The police, who initially looked as if they 
would grant a permit for the rally in the 
state capital Kota Baru, decided to ban it 
on security grounds. State officials said 
Deputy Prime Minister Ghafar Baba had 
assured Kelantan’s Chief Minister Nik Aziz 
Nik Mat that Kuala Lumpur had no plans 
to impose direct rule. In addition, 
Semangat 46 was spared after the Regis- 
trar of Societies said the party would not 
be de-registered. 

Nonetheless, some 200 protesters — 
and a larger number of bystanders — did 
gather at Umno's Kota Baru headquarters, 
and for six hours the situation was tense. A 
senior state government official told the 
REVIEW that at least two men were de- 
tained the night before the rally on suspi- 
cion that they were planning to incite un- 
rest. Altogether some 20 people were held 
for questioning over the weekend. 

Despite the threat to security posed by 
the rally, Umno claims a victory of sorts 
against its principal target, the sultan. “This 
is the first time that the people have been 
able to express themselves against the 
ruler,” said Hassan Harun, a member of 
Umno's supreme council. “It will affect the 
palace because never has their position 
been questioned so openly.” 

The sultan's position may also be under 
threat following the news that his cousin 
Tunku Ibrahim Petra would lay claim to 
the Kelantan throne. The 37-year-old busi- 
nessman's claim — made on the day of the 
rally — appears to be based on the fact that 
his father briefly served as crown prince in 


the 1950s. He surrendered the title to his | 
half brother who eventually became Sultan | 


Yahya Petra, the present sultan's father. 

Sources close to the Kelantan royal fam- 
ily insist that since Malay custom does not 
follow the rule of primogeniture, and the 
succession was resolved amicably at the 
time, Ibrahim's claim has no grounds. 

Other divisions within the Kelantan ar- 
istocracy are also surfacing. For example, 
one member of the royal family admitted 
that some members of the clan are uneasy 
about the sultan's stand-off with Umno — 
not least because it has seriously damaged 
business opportunities. Nevertheless, there 
is little evidence that local popular opinion 
is opposed to the sultan. 

Umno says it hears differently. "The 
majority of Kelantanese no longer have 
faith in their ruler," Mahathir said, citing 
the demonstration as proof. However, Pas 
and Semangat 46 state assembly mem- 
bers attacked Umno for orchestrating the 
rally. “They had to pay people to come and 
provide transport," a Pas assemblyman 
said. 

Even Umno sources admit that this al- 
leged show of spontaneous support was 
handled badly. "Everyone in Kelantan 
knew that the demonstrators were Umno 
members," said a local Umno activist. & 
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By Rodney Tasker in Bangkok à 


Ithough Indian Prime Minister P. V. 
A Narasimha Rao's visit to Thailand 
was billed as a goodwill bilateral 
exercise it was much more than that. It was 
a significant step in a new Indian economic 
and political thrust into Asean, a region 
New Delhi until now has virtually ignored. 
A single sentence in the 9 April joint 
press statement at the 
end of Rao's three-day 
visit pointed to the main 
reason for his trip: "The 
current political develop- 
ments since the end of 
the Cold War have 
augured well for both 
Thailand and India to 
strengthen their bilateral 
ties." If Asean had been 
substituted for Thailand 
it would have been 
closer to the mark. 

Since the end of the 
Cold War and the col- 
lapse of the Soviet Un- 
ion, India is looking east 
to its own Asian environ- 
ment as a new diplomatic and market fo- 
cus. 
Previously, the Soviet Union had been 
its orbit politically, militarily and as an im- 
portant market with favourable rouble-ru- 
pee trade. New Delhi hopes now to attract 
the Asean region by trumpeting recent eco- 
nomic reforms to open up its vast market 
and, as one Indian diplomat said, to dis- 
play a new "Asian consciousness." 

Since last year India has become a South 
Asian "dialogue partner" of Asean. AI- 
though it is not spelled out, Asean recog- 
nises that India is the kingpin in its own 
regional grouping, the South Asian Asso- 
ciation for Regional Cooperation. 

The development is logical, given the 
fact that Asean has long had "dialogue" 
relationships with much of the rest of the 
world, including the US, Japan, the EC, 
Australia, Canada and New Zealand, and 
that its annual ministerial meetings are also 
attended by China, Russia and Vietnam. 

"As far as India-Asean ties are con- 
cerned, this is our first priority today," a 
senior Indian official told the REVIEW. Rao's 
visit to Thailand was his first to an Asean 
country as prime minister. Rao made it 
clear at a Bangkok press conference that he 
considers India has good relations with all 
Asean countries, and that he plans to visit 
each of the others in the near future. 





FAR FASTERN FCONOMIC REVIFW 





h 
Rao has Asean on his mind. 


RELATIONS 


Rao's Look-East Policy 


India befriends Thailand for trade and investment 


At the conference, winding up his trip, 
Rao also took pains to indentify with 
Asean by pointing out shared Asian val- 
ues. On one topical issue, for instance, he 
said that while India fully respected hu- 
man rights, ^we don't need people to tell 
us what to do and what not to do on hu- 
man rights." 

That coincided with the theme at a re- 
cent meeting of Asian countries in Bang- 
kok preparing for the 
world human-rights 
summit to be held in Vi- 
enna in June. While Japa- 
nese and Australian 
delegates at the meeting 
took more of a Western 
approach to the issue, 
Asean countries in par- 
ticular said it should not 
override national sover- 
eignty and integrity and 
objected to Western aid 
being linked to human- 
rights considerations. 

Rao was also careful 
not to conflict with 
Asean's approach to an- 
other contentious issue: 
Burma. Western countries would evidently 
like to isolate the Rangoon military regime, 
and are highly critical of Asean's "construc- 
tive engagement" policy towards it. Rao 
said that while India shared concern about 
the need for democracy in Burma, its bilat- 
eral relations were "correct." 

As a next-door neighbour Bangkok is 
the most adamant among Asean countries 
in insisting that Burma should not be iso- 
lated. Apart from noting Rao's apparent 
softening of India's previous hard line to- 
wards Rangoon, Thai officials were aware 
that Indian Foreign Secretary J. N. Dixit vis- 
ited Rangoon in March — the first such 
visit by a senior Indian official to that coun- 
try since the military crackdown in Ran- 
goon in 1988. 

Two-way trade between the two coun- 
tries more than doubled between 1989-92, 
from US$409 million to US$999 million, 
largely on the back of Indian import of Thai 
rice and export of Indian cotton for Thai- 
land’s booming textile industry. Trade may 
well continue to increase, but Thai officials 
were rather doubtful about Rao's encour- 
agement of more Thai investment in India, 
currently at a very low level. Apart from 
concern about political instability in India, 
Thai industrialists are thought to be much 
keener to invest in East Asia, particularly 
China. a 
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SOUTH ASIA 


Progress by 
Numbers 


Saarc summit’s belated 
step to lower tariffs 


By S. Kamaluddin in Dhaka 


n two counts, it was a case of better 

late than never. First, the summit of 

South Asian states was held at last, 
after two postponements. Second, and 
more important, was the issue of tariff bar- 
riers. After some elaborate pre-summit 
talks, the seven heads of government at 
least agreed to consider lowering or abol- 
ishing tariffs on intra-regional trade. 

The summit, the seventh, of the South 
Asian Association for Regional Coopera- 
tion (Saarc) was originally scheduled for 
last December. But it was pushed back af- 
ter Hindu revivalist mobs destroyed a dis- 
puted mosque in the north Indian town of 
Ayodhya. It was postponed yet again in 
the wake of later communal riots in India 
and their reverberations in Pakistan and 
Bangladesh. 

In such a charged atmosphere, it was 
not only Saarc diplomats but also security 
officials who heaved a sigh of relief that 
the 10-11 March summit at Dhaka went off 
without incident. Some 3,000 police and 
other security personnel were deployed 
and about 5,000 Bangladeshi troops placed 
on alert. The result was endless traffic jams, 
forcing Bangladesh's Prime Minister 
Khaleda Zia to offer a statement of apol- 
ogy to the capital's harassed public. 

Dhaka citizens got their fill of the pomp 
and pageantry surrounding the receptions 
for the summiteers. But they will have to 
wait to reap the benefits of a freer flow 
of trade. A general 
Iramework called the 
South Asian Preferen- 
tial Trade Arrange- 
ments was signed by 
the seven foreign min- 
isters at the concluding 
session of the summit. 
This, however, will be 
followed by many 
rounds of talks where 
officials will haggle 
over the details of tar- 
iffs and preferences. 
Only after officials 
have agreed on the de- 
tails would those be 
ratified by Saarc. 

While a firm time 
limit has not been laid 
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Khaleda Zia hosts a successful 
summit of regional leaders. 


down for the completion of this inevitably 
lengthy process, Bangladesh Foreign Min- 
ister Mustafizur Rahman announced that 
“a notional” three-year timeframe, or until 
the end of 1995, had been agreed upon by 
officials. 

Although no details of the preferential 
trade arrangements were released, summit 
sources said these do not stipulate any pre- 
conditions for reciprocity or uniformity. A 
member country can unilaterally reduce its 
tariffs on imports from all other member 
countries, or it may extend tariff privileges 
only to selected countries. 

The decision not to impose reciprocity 
helped to reduce misgivings — particularly 
in Pakistan — that India, the largest and 
relatively most industrialised country in 
Saarc, would benefit disproportionately 
from the reduction of trade barriers. Sum- 
mit sources also said that attempts had 
been made to protect the interests of 
weaker economies of Maldives, Bhutan 
and Nepal. The price of attempts to reas- 
sure weaker members was that the whole 
framework appears vague, requiring 
lengthy negotiations. 

Overshadowing the lofty public pro- 
nouncements by summit leaders were pri- 

vate bilateral talks held outside the scope 
of the summit. The Saarc charter specifi- 
cally excludes negotiations on bilateral 
problems between member states. But 
much time was spent in discussing these 
outside the scope of the main meeting. 

Indo-Pakistani ties, strained at the best 
of times, have deteriorated since the 
December demolition of the Ayodhya 
mosque. Ties nosedived further after last 
month's bomb blasts in Bombay which 
killed several hundred people. India al- 
leged that the bombing suspects had fled 
to Pakistan via the Middle east. Indian 
Prime Minister P. V. Narasimha Rao held 
an unscheduled meeting with his Paki- 
stani counterpart Nawaz Sharif, who re- 
portedly promised his cooperation in 
tracking down the bombing suspects. The 
promise came after Rao reportedly cau- 
tioned Sharif that the 
two countries must 
put the bombing inci- 
dent behind them be- 
fore there could be 
meaningful dialogue 
on other matters. 

Rao's talks with Zia 
centred on the sharing 
the waters of River 
Ganga, a continuing 
problem which has 
defied solution. Apart 
from the rather rou- 
tine assurances by Rao 
that he would take up 
the issue "as soon as 
possible," there was 
little progress on the 
problem. x 
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CHINA 


Who’s on Top? 


China’s military faces a leadership vacuum 








By Tai Ming Cheung in Hongkong - 


ppearances can be deceiving, espe- 
cially in Chinese politics. Witness 
last autumn's wide-ranging 
shakeup of the People’s Liberation Army 
(PLA) high command. Intended to 
depoliticise and professionalise the mili- 
tary, the move appears to have left the PLA 
leadership even more fractured than be- 
fore. 

The result, say observers, could be à 
debilitating military power struggle when 
patriarch Deng Xiaoping, 88, dies. Rather 
than groom a successor, Deng has opted to 
retain full control of the PLA himself. 
He has done so by delegating detailed 
administration of the military to a few 
trusted men, including his long-time 
personal secretary Lieut-Gen. Wang 
Ruilin and Central Military Commis- 
sion (CMC) vice-chairmen Gen. Liu 
Huaging and Gen. Zhang Zhen. 

The prospect of a divided PLA 
leadership could have far-reaching 
implications for China's stability. That 
is because military chiefs have tradi- 
tionally played a key role in deciding 
top civilian appointments. If, after 
Deng's death, they begin to feud, the 
civilian leadership's succession pro- 
cess would also be affected. 

The risk of a power struggle has 
been increased by the fact that Deng's 
military trustees are only transitional 
figures. With Liu and Zhang close to 
retirement and all three lacking any 
substantive power bases of their own, 
they are unlikely to fill the power 
vacuum that opens when the patri- 
arch dies. 

One certain player in the leadership bat- 
tle, however, will be Jiang Zemin, 66, the 
CMC chairman and uncontested titular 
leader of the country. But Jiang’s position 
is weak. Although formally in charge of 
the PLA, his efforts to build support among 
its senior officers have been only mildly 
successful. 

Jiang took a heavy blow in last year's 
reshuffle when some of his key supporters 
were moved from central to peripheral 
command posts. Among those shifted 
were Gen. Chi Haotian, who was trans- 
ferred from chief of the general staff to the 
largely ceremonial post of defence minis- 
ter, and Gen. Zhao Nanqi, who was moved 
from director of the general logistics de- 
partment to head of the Academy of Mili- 
tary Sciences. 

Analysts say one reason these officers 
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were shunted aside was that Deng wanted 
to reduce Jiang’s power because he does 
not regard the party secretary as his heir- 
apparent. Jiang’s rise to the top of the Chi- 
nese political hierarchy began shortly after 
the June 1989 crackdown when Deng was 
in political retreat and orthodox policy- 
makers were in ascendance. 

In an effort to build a power base, dip- 
lomats believe that Jiang may now be hop- 
ing to strengthen his grip on the para-mili- 
tary People’s Armed Police (PAP). As part 
of that effort, last winter he appointed Maj.- 
Gen. Ba Zhongtan as PAP commander. Ba 
had been commander of the Shanghai Gar- 





Any split in the PLA could have grave consequences. 


rison in the late 1980s when Jiang was 
Shanghai party secretary. 

But whatever steps Jiang takes, he may 
still have to contend with former president 
Yang Shangkun and his younger half- 
brother Yang Baibing who served both as 
CMC general secretary and the PLA's chief 
political commissar. 

While both Yangs have lost influence 
since being purged from their formal mili- 
tary positions in last year's military reshuf- 
fle, they may still have an outside chance 
of returning to prominence in a post-Deng 
succession struggle. That is because many 
of the Yang loyalists who were not pen- 
sioned off or demoted were transferred to 
outlying military regions. Although they 
have been cut off from their local power 
bases, the fact that they remain within the 
military system gives the Yangs an impor- 
tant voice. 
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Deng's failure to purge all the Yang 
brothers' supporters may have been related 
to the reality that a sweeping purge may 
have caused even greater instability. Rather 
than leave the country open to the reper- 
cussions that upheaval might have caused, 
he chose to balance a much weakened 
Yang faction against other rival groups in 
the military's high command. 

Still, despite the decision, diplomats say 
that Yang Shangkun remains bitter at the 
way he was abruptly cast aside by Deng. 
The two men share a personal and political 
friendship that dates back to the civil war 
years. "Yang must think that Deng has 
gone senile," explains one Western diplo- 
mat. He "may wait until Deng dies and 
then quickly step back into the centre." 

Although Yang Shangkun gave Jiang a 
warm embrace when he took over the state 
presidency at the National People's Con- 
gress in March, observers say the brothers 
have little regard for the party secretary, 
and in fact tried to exclude him from 
military policymaking when they 
were in charge between 1989-92. De- 
spite his age, a comeback by the 85- 
year-old Yang Shangkun cannot be 
discounted. He is considered to be in 
good health. 

That is more than can be said for 
Deng, about whose health there is 
growing concern. The patriarch's con- 
dition is said to have deteriorated 
since his last public appearance at the 
14th Party Congress in November. 

Among those Deng has placed in 
charge of the PLA, Wang Ruilin, 64, 
has emerged as the strongest. He be- 
came Deng's military secretary when 
the patriarch returned to power in 
1977. Still, observers say the senior 
officer corps has little respect for 
Wang's military credentials. “He is 
considered an upstart riding on 
Deng's coat-tails," says one analyst. 

Despite his secondary positions as 
deputy director of the General Politi- 
cal Department and head of the CMc's Dis- 
ciplinary Inspection Commission, Wang's 
position as Deng's right-hand man indi- 
cates the extent of his power. Before Deng 
retired as CMC chairman in November 1989, 
Wang used to attend CMC meetings on his 
behalf, sitting in the front row seats nor- 
mally reserved solely for top CMC leaders. 

Wang is also believed to have been in- 
strumental in deciding many of the ap- 
pointments in last October's reshuffle, in- 
cluding the promotion of younger officers 
to top slots in the high command. But his 
chances of holding on to power depend on 
how long Deng lives. He is already being 
compared to Wang Dongxing, Mao 
Zedong's personal secretary, who virtually 
ran China during Mao's last years. But 
Wang Dongxing quickly fell from power 
after Mao died in 1976. Wang Ruilin can 
only hope history does not repeat itself. m 
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Jgly Face of Reforms 


Model village defies police murder probe 


By L Lincoln Kaye in Daqiuzhuang 


his richest of Chinese villages now 
broods under a cloud of suspicion 
— WM far murkier than the pall of pollu- 
: tion from its primitive smokestack indus- 
_tries. Since last December, when a murder 
reportedly took place in the village, an 
armed stand-off between the local militia 
and official investigators has turned 
Daqiuzhuang into a Waco, Texas, with 
. Chinese characteristics... 

Like Waco's besieged cultists, Daqiu- 
_ zhuang’s 4,400 villagers are devotees of an 
inspirational: new sect: patriarch Deng 
Xiaoping's vision of breakneck quasi-capi- 
talist economic growth. Rising 
out of a salt-marsh south of 
the port of Tianjin, the village 
has turned itself into a warren 
of crude factories producing in- 
termediate goods for nearby 
state industries. 

As a result, Dagiuzhuang 
has vaulted in barely a decade 
from subsistence farming to a 
per-capita output figure of 
more than Rmb 1 million 
(US$174,000), the highest of any 
community in China. The pro- 
duction figures look impressive 
if you allow for the estimated 
30,000 contract "guest-workers" 
and unnumbered fly-by-night 
construction workers that actu- 
ally make the village tick. 

That is why Dagiuzhuang is 
hailed as the Dazhai of the 1990s, an allu- 
sion to the Maoist "miracle commune" that 
was touted as a model of collectivist zeal 
during the Cultural Revolution. Dazhai's 
recently reinstated party secretary from the 
Cultural Revolution era, Guo Fenglian, 
even made a highly symbolic pilgrimage 
here last year to pay court to village head- 
man Yu Zuomin, 63, who rules Daqiu- 
zhuang like a virtual feudal lord. 

For most of Daqiuzhuang's boom years, 
Yu has served concurrently as party secre- 
tary, mayor and head of the village's in- 
vestment corporation. Yu's strategy, as de- 
scribed by village council member Sun 
Guiqiu, is simply to pour all the village's 
funds into industry, using the profits from 
one venture to capitalise the next. 

Yu's political connections may also have 
helped. Detractors say Daqiuzhuang gets 
preferential access to scarce raw materials 
and enjoys guaranteed state sector markets 
for its output. Meanwhile, Yu's booster- 
ism knows no bounds. Last vear, the Da- 
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qiuzhuang headman deployed 100 local 
youths as "exchange students" abroad, of- 
fering bounties to any of them that suc- 
ceeded in marrying the daughters of for- 
eign capitalists. 

Such innovations have won Yu a na- 
tional following as a growth guru, and 
even a seat on the "upper house" of Chi- 
na's parliament. But, during last month's 
legislative session, the chorus of praise for 
Yu and his village fell uncharacteristically 
silent as cabinet-level policymakers report- 
edly pondered how to deal with the be- 
sieged community. 

Just what happened in Daqiuzhuang 
last December may never be known in de- 





Dagiuzhuang has lost its lustre. 


tail. But Peking, Tianjin and even Hong- 
kong have been abuzz with rumours that 
seem to agree on a couple of main points. 
Four Daqiuzhuang natives stand accused 
of beating to death a man suspected of 
embezzlement in an ad hoc village “kan- 
garoo” court. 

Some versions of the story identify the 
victim as a local factory manager. Others 
depict him as an outside accountant, one 
of the immigrant workers on whom 
Daqiuzhuang relies for its prosperity. 

When Tianjin authorities got wind of 
the killing, their investigators were barred 
from the crime scene and detained for most 
of a day. To keep police reinforcements at 
bay, Yu deployed local toughs to barricade 
all entrances to the village in late February. 
Police withdrew to a few kilometres out- 
side the village. 

The siege reportedly pitted up to 1,000 
armed police against nearly 300 villagers. 
Such figures are an exaggeration cooked 
up by “people who are opposed to the in- 
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vestigation,” according to Public Security 
Minister Tao Siju in a news conference that 
marked the first official admission of a 
problem at Daqiuzhuang. T 
After a stand-off of several days 
investigators were finally allowed in 
armed escort, but perhaps predicta 
found nothing. The four suspects had 
parently already fled, perhaps to Hon 
kong, or to Thailand where Daqiüzhuai 
has invested in industrial ventures. 1 
Other versions of the story identify Yu's. 
26-year-old son as one of the perpetrators. 
His name, however, was not among the- 
four “Wanted Fugitive” notices that police 
placed in Tianjin newspapers. dE 
Tao revealed that two of the four were. 








already in custody and police had leads on 
the pair still at large. "Difficulties with the | 


investigation are on the ebb,” he said. Nev- 
ertheless, the police presence remains vis- 
ibly higher than normal along the web of 
potholed lanes leading to the village. e 
Driving to Dagiuzhuang on a recent. . 
— evening, the REVIEW car was ^. 
stopped three times for cursory. 
inspections by rifle-toting local — 
militiamen. Finally, we were _ 
pulled over by four uniformed. 
police at a checkpoint 12 kio 
metres outside the village. One = 
asked: “You know there's been: 
a murder there?" They urged | 
that we turn back, but made no | 
effort to prevent us continuing 
when we declined. After a 
rough ride, the apparent calm 
of Daqiuzhuang seemed almost 
anti-climactic. The brand new 
Jin Hai Big Hotel, which has 
awarded itself seven stars, 
seemed oddly deserted for a 
Saturday night. The only cars 
parked front of the Nine Drag- 
ons Hotel were police vehicles. 
A cyclist weaved down the main street, 
chatting on a cellular phone. 

Over in the huddled, low-rise "guest- 
workers" quarters, the only Saturday night = 
entertainment seemed to be a popcorn ven- < 
dor cooking his wares on a charcoal bra- ©- 
zier. But among the Dagiuzhuang natives. 
modern, garden apartments the "Hong- 
kong Street" pedestrian mall was gearing = 
up for action. Hr 

Local youths in velour jackets window- —. 
shopped among the boutiques, browsed > 
through the pornographic magazines or .. 
queued up for video parlour screenings of 
such fare as Steamy Snow or Summer Lust. 

In the down-market Dragon Harbour 
Restaurant, our host professed total baffle- 
ment about why police would try to turn 
back visitors. “Murder? What murder? No 
such thing. Everything here is calm. Extra 
calm.” The ice cream seller on the street 
outside was a little more forthcoming, at 
least initially. “Yes, it’s serious here. People 
died.” m 
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Places, Not Bases 


Pacific commander outlines new US defence role 


he commander of US forces in the 
i Pacific, Adm. Charles R. Larson, is 
rather matter-of-fact about the extent 
of his responsibility. It would take, he says, 
two weeks for a warship to steam from the 
east coast of Africa to the west coast of the 
US, the area covered by his command. 
Since assuming the largest of the US 
military’s unified commands in March 
1991, Larson has been a frequent visitor to 
the Asean region. In Kuala Lumpur, 
REVIEW correspondent Michael Vatikiotis 
asked him about a broad range of contem- 
porary security issues of interest to the re- 
gion in an interview. 


One of the 10 goals laid out by Assistant 
Secretary of State-Designate Winston 
Lord for US policy in Asia was the devel- 
opment of multilateral forums for 
security consultations. Is this 
something, from your perspec- 


tive, that you would like to see 6 | cannot 
happen sooner rather than later? e 
The question is rather than be- have a security 


ing sooner or later, when is the re- 
gion ready for it? We are certainly 
ready to move in that direction any 
time the region decides it’s in its 
best interest. We have taken a cou- 
ple of initiatives over the last sev- 
eral months, even before Mr Lord’s 
testimony to look at the feasibility 
of moving in this direction. We 
have looked at the potential for 
multilateral cooperation in disaster 
relief and humanitarian assistance. The 
beauty of disaster relief and humanitarian 
assistance is it takes some of the same mili- 
tary forces and factors and coordination, 
but you don’t identify a threat. 


What kind of multilateral security ap- 
proach would you like to see the region 
take? 

The problem the region has had in the 
past in coming to grips with a security dia- 
logue is the extreme diversity of the region. 
I would not draw any artificial boundaries, 
I think I'd let it evolve naturally and see 
how the nations come together. 


Since the pullout from the bases in the 
Philippines, the US military has been 
forging new forms of bilateral arrange- 
ment in Asean based on access, or “coop- 
erative engagement.” How do you main- 
tain security surveillance coverage given 
the fact you have no more bases in the 

ion? 

We do it with detachments. A number 


strategy out 
here that does 
not have an 


dimension e 


of the countries will let us bring an aircraft, 
or a couple of aircraft and crews for maybe 
two weeks, and do some surveillance and 
then pack up and go home. This is “places” 
but not “bases.” 


But doesn’t this approach bind military 
deployment much closer to the realm of 
commercial and political bilateral rela- 
tions? 

Yes, I cannot have a security strategy 
out here that does not have an economic 
dimension. If I have a cooperative engage- 
ment strategy, then I am economically 
linked to the countries of the region the 
same way I am militarily in the security 
sense. Rather than saying that will give me 
difficulty, I think quite the contrary; solid 
military-military bilateral relationships 


economic 


form a solid foundation on which to work 
out economic problems. 


In that context, would declining US de- 
fence sales in the region — or at least the 
emergence of a competitive alternative 
source of arms such as the CIS [Common- 
wealth of Independent States] — ulti- 
mately affect US security deployments in 
the region? 

The thing that is important is to have 
inter-operability with our friends and al- 
lies. Obviously if they buy US equipment 
then we can operate together and we can 
help support each other logistically. If peo- 
ple in the region have US equipment it re- 
ally facilitates operating together in a coali- 
tion sense. That obviously is our prefer- 
ence because it worked very well with our 
allies in the Gulf and other places. 


What if disputes between Asean coun- 
tries and the US over trade or human 
rights and democracy were to become 
more serious. Is US-Asean military coop- 
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eration immune from such develop- 
ments? 

I don't think we're totally immune, but 
| think we're somewhat independent. We 
have proved in a lot of areas that in spite of 
political differences between countries, 
we've maintained strong military ties. 


There have been reports of a boosted Chi- 
nese military presence in the South China 
Sea. Are you concerned? 

I don't see anything right now that 
China is doing in the South China sea that 
concerns me from a military point of view 
that is unusual or out of the ordinary. 


Have you stepped up surveillance of the 
region? 
No. 


Is there eagerness on your part to rein- 
state military-military cooperation with 
China more than the administration is 
perhaps willing to allow? 

There was a recent study on China con- 
ducted by the Atlantic Council, which has 
been presented to the administration which 
recommended that we re-establish 
military-military contacts with 
[China] — the ones that were 
taken away in 1989. I support that 
concept. I think it would be a posi- 
tive factor as part of an engage- 
ment with them as we try and de- 
fine where they are going in the 
future. 


North Korea appears to have 
pulled back from the nuclear 
brink that loomed last month. But 
how far? 

They have pulled back from the 
brink, but my real concern is 
[North Korea's] withdrawal from 
the NPT [Nuclear Non-Proliferation Treaty] 
and the refusal to cooperate with the IAEA 
[International Atomic Energy Agency]. Be- 
cause I really can't see a reason for them 
withdrawing. The only reason could be 
that they have a fairly mature nuclear 
weapons programme and they can't afford 
us finding out. North Korea has long-range 
Scud missiles that will reach Japan. Not 
only are they operational, they are selling 
them on the international market. So if they 
developed a capability to marry a nuclear 
weapon with a Scud, then they would have 
a regional nuclear threat capability. 


There have been an increasing number of 
calls for Japan to assume some of the re- 
sponsibility for military security in the 
region. What is the US military's view of 
this possibility? 

We are very comfortable with the cur- 
rent role Japan is playing. If they move be- 
yond that it would require changes in their 
constitution, and I don't see a need for that 
right now. 2 
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The Different Faces of Democracy 


or years now, among the most 
heated debates in Asia has been the 
relationship between democracy and 


| development. This relationship is more 


| 
| 


complicated than it might seem. For 
though the democratic countries of the 


| West are also the most economically devel- 


oped, in Asia and Latin America we see 
any number of democracies that remain 
mired in poverty. Even more telling is that 
in Asia at least the countries whose econo- 
mies developed most rapidly over the past 
three decades have almost all owed their 
starts to strongman rule. 

Among many Asian leaders, the worry 
is that liberalisation will enervate their 
economies by making them more suscepti- 
ble to the encroachments of a welfare state. 
But developments in the region suggest 
otherwise — that, indeed, democracy may 
be vital to continued economic growth 
once a certain level of development has 
been reached. This relationship comes into 
much greater focus once we distinguish the 
different histories of democracy in Asia. 

In general, the impetus for democratic 


| government has taken three different paths 
| in Asia. The first Asian countries to democ- 





ratise have been those with colonial pasts, 
where representative government in 

owes itself to the influence of the former 
colonial powers, primarily. Britain and the 
US. The Philippines, Malaysia, India and 
Pakistan all fall into this category. Of 
course, there are striking differences and 


_ fluctuations in and among these countries, 


but the one thing they all have in common 

is that democracy has been seen as a politi- 

cal process worthwhile in and of itself. 
The second path of democratisation is 


| the one taken in response to the bank- 


ruptcy of communism. No communist na- 
tion in Asia has as yet moved to democ- 
racy the way the nations of Eastern Europe 
have. But communism's heavy hand and 
its failure to deliver prosperity has fed 
fledgling democratic movements in Viet- 
nam and China. For most of these people 
the expectation is that political democracy 
will by itself bring development. 

The third path towards democracy is 
the most interesting. This is the path that 
has attracted the most attention in Asia, 
the route taken by Thailand, Korea, and 


| Taiwan. Whereas the second route to de- 
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mocracy is generated by the failure of com- 
munism, this path has emerged from the 
success of capitalism. Essentially these 
newly industrialised countries have real- 
ised that an authoritarian regime is no 
longer compatible with their further eco- 
nomic development. The voices for democ- 
racy here come from a rising business and 
middle class that has achieved a level of 
affluence. Just as they had earlier adapted 
to the new economic imperatives of com- 
petition, they are now willing to adopt the 
new political conditions of democratic gov- 
ernment. 

These people do not see democracy as a 
luxury. Quite the contrary, they view po- 
litical freedom as an essential component 
in a mature social structure that will enable 
them to continue to enjoy their economic 
growth. And because theirs is a democracy 





Eastern Europe 
embraced 
democracy out of 
communism's 
failure, while Asia 
embraces it out of 
capitalism's 
Success 





born of affluence and not desperation, they 
should prove more stable and better 
equipped to handle economic growth. 
The interesting question that remains is 
what effect the political development of the 
most advanced economies in the region 
will have on those countries that enjoy rela- 
tive success in economic development but 
retain authoritarian regimes. In the past, 
many of these regimes were able to justify 
themselves on the basis that authoritarian 
rule was necessary for rapid development. 
But the need for strong government to back 
rational economic policies does not mean 
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that effective government must forever re- 
main authoritarian. 

To the contrary, as economic develop- 
ment moves forward, an authoritarian re- 
gime increasingly becomes a hindrance 
rather than a boost to growth. This prob- 
lem becomes more pronounced to the de- 
gree that affected economies become more 
developed and sophisticated. Authoritar- 
ian regimes may indeed be able, perhaps 
necessary, to get a country going. But they 
are simply not flexible enough to accom- 
modate a broader based and more ad- 
vanced economy, not least because of the 
traditional connections in a closed political 
system between leading business interests 
and politicians. In Indonesia, for example, 
the opposition to deregulation tends to 
come from politically well-connected busi- 
nessmen who would have a much more 
difficult time getting their way in a more 
democratic system where clear and fair 
rules of the games were established. 


and 1970s was that authoritarian 

rule may be necessary to start a 
country on the road to growth, the mes- 
sage of the 1990s — from Taiwan, Korea, 
Thailand, etc. — is that once a country 
reaches a certain level of success, it must 
democratise its political system if it hopes 
to advance to the next level of develop- 
ment. 

This message has implications for all 
Asians. The flip side to this argument is 
that those countries that already enjoy 
democracy but have not yet developed 
must see that democracy is itself imperilled 
without comparable economic achieve- 
ments. The Indian Government of Prime 
Minister P. V. Narasimha Rao seems to 
have appreciated this by escalating eco- 
nomic reform as a means of easing the 
latest wave of ethnic tensions. In contrast, 
China remains the classic example of a 
nation undergoing vast economic changes 
— by some accounts, the fastest growing 
economy in the world — while clinging to 
a rigid system of political control. But the 
recent history of the most successful na- 
tions of East Asia suggests that in the long 
run it is impossible to sustain the desired 
economic progress without equal libera- 
lisations on the political front. a 


T hus, while the message in the 1960s 
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PHILIPPINES 


Crusade for Condoms 


Health secretary wages a war against over-population 


By John McBeth in Manila 


little man with a ready smile, a store 

of one-line jokes and a serious mis- 

sion is taking on the powerful 
Catholic Church — and, by all accounts, 
winning. Indeed, the growing success of 
Health Secretary Juan Flavier's "Battle of 
the Condom" is a significant pointer to 
what many believe is the steady erosion of 
the Catholic Church's influence on secular 
life in the Philippines. 

The unflappable, 57-year-old Flavier is 
a difficult target to strike at. His sense of 
humour is infectious and in stark contrast 
to the cold rhetoric of some clerics. A 
Catholic himself, he is a qualified doctor 
and also a 31-year veteran of rural health 
work who lives modestly and has a cup- 
board devoid of embarrassing skeletons. 

More important, there is evidence to 
suggest that Filipinos are simply taking less 
notice of the Catholic Church on issues 
such as Aids and birth control because they 
feel it is out of touch with the times. 
"Flavier is riding the wave, but he didn't 
create it,” says Cecile Joaquin, the execu- 
tive director of the Philippine Legislative 
Committee on Population and Develop- 
ment, an influential private organisation. 
"He's really just a very good surfer." 

After having its way much of the time 
with the Corazon Aquino regime — largely 
because of the role it played in the 1986 
revolution that installed Aquino in power 
— the Catholic Church is finding it does 
not have the same access to the govern- 
ment of President Fidel Ramos, a Protes- 
tant. 

This does not mean Ramos or Flavier 
are courting an all-out war with the Catho- 
lic clergy. Indeed, they have been proceed- 
ing with extreme caution. But it is clear that 
when it comes to Aids and birth control, 
the president is not going to permit the 
Catholic Church to dictate policy either — 
though 80% of the 63 million population is 
Catholic. 

Ramos' election last year was mei a 
setback for the Catholic Church and, 
particular, conservative Manila Archbishop 
Cardinal Jaime Sin. In the run-up to the 
campaign, Sin threw his support behind 
former chief justice Marcelo Fernan. When 
Fernan could not find a political party to 
support him, the cardinal switched to 
Ramon Mitra, a traditional politician of the 
type the Catholic Church had vowed it 
would not support. Even after it became 
clear that Mitra was faring poorly in the 
long drawn-out ballot count, the cardinal 





Flavier is winning the birth-control battle. 


sided with the second-placed Miriam San- 
tiago Defensor, who was narrowly beaten 
by Ramos. 

No one was more surprised than Flavier 
when he was offered his cabinet post. He 
had first met Ramos in the late 1960s when 
the then army officer underwent a rural 
development course. Although their last 
meeting was eight | years ago, Ramos knew 
who he wanted. “I told him that the only 
thing I knew about was the barrio [villagel,” 
Flavier recalls. “And he replied: "That's 
why I want you.” 

Only a month after Ramos was sworn 
in, Sin launched his first attack on the new 
administration’s birth control programme, 
saying it was an effort to stem population 
growth at the cost of human dignity. Last 
August, Flavier met with the cardinal to 
discuss the issue, but while the two found 
some common ground in agreeing to the 
more active pursuit of natural family plan- 
ning, it is clear they were still far apart. 

Since then, Sin has continued to berate 
the government. Two months ago the 
Catholic Bishops Conference of the Philip- 
pines issued a pastoral letter, read to par- 
ishes throughout the country, repeating 
Pope John Paul’s condemnation of the use 
of condoms in the campaign against Aids. 

The Catholic Church claims the condom 
is merely a coercive weapon in the birth 
control programme and insists the only 
way to prevent Aids is to abstain from sex. 
Flavier's answer to that is typically jocular, 
but also to the point. He says he has al- 
ways espoused an ABC solution to the 
problem: A is for abstention and B is for 
being faithful. If those two fail, then it is 
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time to move on to C — for condom. 

"We will educate and inform the public 
and let them decide," he told the REVIEW. 
“It’s not up to the Church or me to make 
the decision." The Catholic Church begs to 
differ. It says the use of condoms encour- 
ages promiscuity and sexual immorality 
and is concerned that in the new environ- 
ment Flavier has fostered, prophylactics are 
now in increasingly open supply. 

Analysts believe there are a number of 
reasons why Filipino parishioners are en- 
gaging in what Joaquin calls "split-level 
Christianity" — saying one thing and do- 
ing another. Perhaps the main one is the 
rural population's growing access to the 
media, which allows people to make up 
their own minds about issues, instead of 
relying on the Catholic Church or local 
political leaders to do it for them. 

Another reason is thought to be the pro- 
liferation of activist riests, many of whom 
have aligned themselves with progressive 
causes and share beliefs that are at vari- 
ance with the Vatican. Like other rural 
workers confronted with pervasive pov- 
erty, they too are wondering how the Phi- 
lippines will feed a population that is likely 
to double to 120 million by 2020 when only 
three years ago it was actually forced to 
import rice. 

Although the government maintains 
that country's population is growing at al- 
most 2.5% annually, foreign experts esti- 
mate it to be as high as 2.8%. Flavier would 
like it to be lowered to the "replacement 
level" of 2%. 

Flavier makes no secret of the fact that 
he has a so-called population management 
programme in place. Because the govern- 
ment's family planning budget was whit- 
tled down to zero during the final years of 
Aquino's tenure, he has circumvented the 
entire budgetary process by relying on pri- 
vate agencies to fund his programme for 
the first two years. 

Although it may sometimes appear to 
be a lone fight, Flavier can count the media 
among his most important allies. The pint- 
sized secretary does make good copy and 
in fact is easily the most popular member 
of Ramos' cabinet. But it is also true that a 
large number of young female reporters 
genuinely support not only the wider use 
of condoms, but also meaningful birth con- 
trol measures. 

Indeed, Filipinas in general are becom- 
ing much more involved in issues that di- 
rectly affect them, even if their men still 
find the wearing of condoms an affront to 
their machismo. According to a recent gov- 
ernment survey, fully 2.7 million of the 5.8 
million women of reproductive age say 
they would use some form of birth control 
if it was made available to them. 

There is also strong, but less vocal sup- 
port in Congress. In a recent survey, 90% 
of members of both houses declared them- 
selves in favour of a more vigorous family 
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planning programme — a result which has 
laid to rest the old belief that espousing 
such a position was political suicide. Many 
also ranked over-population alongside en- 
ergy and corruption as one of the coun- 
try's major problems 

Flavier also has his supporters outside 
the country. Not long after his appoint- 
ment last year, Thailand's Aids and birth 
control campaigner, Meechai Viravaidya, a 
personal friend on whom he seems to have 
patterned his light-hearted approach, sent 
him a bouquet of condoms containing the 
message: "Mr Secretary, you are a bright 
star in the dark days of ignorance in the 
fight against Aids." 

It is the Thai experience that scares 
Flavier. “If we don't do anything now,” he 
says, "we'll have another Thailand situa- 
tion here." So far, the Philippines has re- 
corded 373 HIV cases, with 66 deaths and 
another 22 patients suffering full-blown 
Aids. Although the figure may be low by 
international standards, Flavier warns that 
100 times that number — or 37,000 — prob- 
ably have HIV. “What we have at the mo- 
ment is only the tip of the iceberg,” says 


Sin warns of sexual immorality. 


Flavier. “We need to do a lot more testing 
of blood, particularly in the provinces.” 

Plans are in progress to set up 30 cen- 
tres across the country to test five different 
groups — sex workers, soldiers, overseas 
contract workers, students and truck driv- 
ers. The testing, which will be done on a 
voluntary basis, is vital if health authorities 
are to determine the real extent of the prob- 
lem. Most concern centres on the 2 million 
contract workers, of whom 500,000 return 
home each year. 

Responding to his crusade against Aids 
and for birth control, Flavier says: “They 
call me a moral pollutant and they ques- 
tion my motives,” he exclaims.” But I am 
doing what my conscience tells me to do.” 
So, it seems, are a growing number of his 
fellow Filipinos. * 
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VIETNAM 


Merchants of 
Death 


Officials may be executed 
in war grave fraud case 





By Murray Hiebert in Hanoi 


A 


Vietnamese court has sentenced 
two officials to death for defraud- 
ing the state by faking the graves of 
soldiers who died in the country’s past 
half-century of almost perpetual warfare, 
court officials in Hanoi said. 

The court was apparently intent on 
making an example of the officials at a time 
when corruption and fraud in Vietnam are 
veering out of control. The case further 
highlights the issue of the country’s mili- 
tary personnel missing in action (MIA) as a 
counterpoise to US pressure over an ac- 
counting of its own MIAs from the Vietnam 
War. 

The case is also the first known ex- 
ample of defendants being sentenced to 





, death since the National Assembly stiff- 


ened Vietnam's criminal code in Decem- 
ber 1992 to allow capital punishment for 


| officials found guilty of defrauding the 


state. 
On 29 March a special five-man tribu- 


| nal found the defendants guilty of faking 


hundreds of graves last year and pocket- 
ing over Dong 300 million (US$28,600) in 
government funds intended to upgrade a 
small military cemetery in the Quang Tri 
provincial town of Dong Ha, just south of 
the 17th parallel that divided north and 
south Vietnam until the communist victory 
in 1975. They were charged with “deceiv- 
ing the people and stealing socialist prop- 
erty." 

Two other defendants were given life 
sentences, while 44 others — including a 
commune police chief and head of the lo- 
cal militia — received prison terms rang- 
ing from one to 20 years. 

The accused leaders of the group — 
Hoang Xuan Diem, 68, deputy director of 
Cam Thuy commune's social welfare com- 
mittee, and Nguyen Xuan Ta, 43, acting 
director of the personnel department of 
Dong Ha's social welfare department — 
were sentenced to death at the end of a six- 
day trial, according to Dinh Van Que, one 
of the judges and a deputy chief justice of 
the tribunal of the People's Supreme Crimi- 
nal Court in Hanoi. Both defendants had 
been army officers before joining the civil 
service. 

Vietnamese journalists aware of the case 
say they have been ordered by the com- 
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munist party's Ideology and Culture De- 
partment not to write about the trial, de- 
spite its obvious propaganda value in dis- 
couraging other officials from engaging in 
fraud and corruption. 

According to Vietnamese law, defend- 
ants found guilty by courts established to 
try special cases cannot appeal to a higher 
court but do have the right to plead for 
clemency from state President Le Duc Anh. 
Both men have written letters that are cur- 
rently under review by People's Supreme 
Court Chief Justice Pham Hung, who must 
make a recommendation to the president, 
the court's chief administrator Vu Khac 
Xuong said. 

The sentences against Ta and Diem 
were harsher than those handed down in 
other corruption cases because "they didn't 
tell the truth to legal investigators," Xuong 
said. "Even when they had been found out, 
they didn't admit their crimes. In addition, 
few other corruption cases involve so 
many people," he noted. 

The Draconian sentence also appears to 
have been influenced by political factors. 
The defendants stole money intended to 
upgrade a cemetery for revolutionary mar- 
tyrs — soldiers who died in communist 
Vietnam's long wars against France, the 
US, China as well as during the occupation 
of Cambodia. 

The government had given money to 
Quang Tri — scene of some of the heaviest 
fighting in the war with the US — to gather 
the remains of soldiers killed in the prov- 
ince and on the Ho Chi Minh Trail, used 
by Hanoi to funnel troops and military 
supplies into the south, and bury them in à 
military cemetery in Dong Ha. Vietnamese 
officials estimate some 300,000 soldiers are 
still unaccounted for from the war with the 
US. 

"The people who discovered the cor- 
ruption were ordinary citizens whose sons, 
husbands and fathers died in the war,” 
Que said. "Their biggest dream was to 
bury their relatives in one big cemetery so 
they could take care of them more easily. 
The defendants intentionally or uninten- 
tionally made a big mistake by violating 
Vietnamese traditions and morals" con- 
cerning respect for the dead. 

Witnesses say some 10,000 people 
waited outside the courtroom and cheered 
when the sentences were read, but some 
observers believe the crowd had been or- 
chestrated by local officials. 

The court was uncertain exactly how 
many graves were faked by the officials 
convicted in Dong Ha, but it has discov- 
ered some 500-700 cases, Xuong says. Some 
of the coffins unearthed by investigators 
were empty, while others contained sand 
and earth mixed with animal bones and 
chopped-up batteries. The defendants had 
applied for payment for thousands of ad- 
ditional graves when they were arrested 
early last year, he said. x 
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INDONESIA 


Elusive Threat 


Security agency focuses on separatist movements 


By Tai Ming Cheung in Jakarta 


heavily guarded compound. en- 
A closed by tall high-voltage fences is 

the only glimpse most people will 
have of the headquarters of the National 
Intelligence Coordinating Board (Bakin), 
Indonesia's top intelligence agency, in- 
nocuously tucked away in a quiet Jakarta 
suburb. But inside the gates, the setting re- 
sembles a university campus with rolling 
lawns rather than one of Indonesia's most 
feared and powerful institutions. 

Bakin oversees a massive intelligence 
machine which is primarily geared to- 
wards monitoring developments 
across the far-flung archipelagic na- 
tion. It is, as one Bakin official ex- 
plains, the eyes and ears of a govern- 
ment ever alert to the dangers of in- 
ternal and external threats which 
could disrupt Indonesia's delicate so- 
cial and political fabric. But Bakin has 
relatively few resources of its own for 
direct intelligence gathering. 

A coordinating agency serving the 
cabinet, Bakin has to depend on the 
armed forces Strategic Intelligence 
Agency (Bakorstanas) and other gov- 
ernment departments that have intel- 
ligence-gathering capabilities, includ- 
ing the police, immigration, customs, 
Foreign Ministry and the Attorney 
General's Office. In a rare interview 
Bakin's chief, retired lieutenant-gen- 
eral Sudibiyo, explained why the 
agency concentrates on internal secu- 
rity, depending on friendly links with 
intelligence agencies abroad for much 
of its knowledge of what is going on 
beyond the country's frontiers. 

Bakin's position at the apex of the 
Indonesian intelligence gathering sys- 
tem means that its officials naturally 
see their work within a strongly po- 
litical context. The authorities are most con- 
cerned over the potential revival of extrem- 
ist separatist, religious and political move- 
ments. Although many of these groups 
have been largely inactive for the past dec- 
ade, there have been sporadic incidents to 
remind the government that radical organi- 
sations still exist. 

Particularly disturbing was the Novem- 
ber 1991 Dili massacre, in which a pro- 
separatist demonstration organised by the 
Fretilin guerilla group in the former Portu- 
guese colony of East Timor was violently 
suppressed by the army. 

Despite these isolated troubles, Bakin 
officials paint a reassuring picture of the 


country's stability. Sudibiyo, says that “in 
general we are enjoying a very good situa- 
tion. There are no problems over ideology. 
There is no organised activity coming from 
leftist or rightist groups." 

Sudibiyo also dismissed fears about a 
steady rise of Islamic fundamentalist senti- 
ments. Concern has centred on the grow- 
ing strength of the Indonesian Muslim In- 
tellectuals Movement (ICMI) which is seen 
by some observers as the vehicle by which 
Islam could move into the political main- 
stream, breaking a long established taboo 
on mixing politics and religion. 

Supporters of ICMI did particularly well 





islamic fundamentalism is not a major security concern. 


when President Suharto unveiled a new 
cabinet in March. But Sudibiyo says it is a 
mistake to read too much into this. 

He sees ICMI as an organisation devoted 
primarily to national development. “ICMI's 
foundation does not necessarily mean that 
it is accommodating the political demands 
of radical Muslims.” The Bakin chief adds 
that he “does not fear Muslim extremism 
as there is no such activity taking place 
right now.” 

Bakin's assessment that separatism is no 
longer a problem is not shared by experts 
in other intelligence agencies. Retired lieu- 
tenant-general Soebijakto Prawirasoebrata, 
a former senior official in the military intel- 


FAR EASTERN ECONOMIC REVIEW 


ligence agency, points out that, with the 
violent disintegration of the former Yugo- 
slavia and civil wars in other countries, the 
need for accurate and timely information 
on internal developments is more impor- 
tant than ever. 

“We must be very sensitive to the peo- 
ple's aspirations and be very careful not to 
take today’s stability and unity for granted 
and allow it to continue to be based solely 
on military strength,” he says. 

Soebijakto adds that “separatism does 
not exist when it is not being exploited. 
But when it is inflamed, then it could be- 
come dangerous.” To make the point he 
cites the activities of human rights and 
other non-governmental organisations in 
Australia, the US and Japan which he 
claims are helping to support separatist 
groups in East Timor and Irian Jaya. 

Although there are few obvious visible 
threats to the country’s internal stability, 
analysts say that the intelligence commu- 
nity continues to be well funded. The 
bulk of resources is believed to go to 
the armed forces and Bakorstanas. 

A long-serving military intelli- 
gence officer says that the armed 
forces’ extensive domestic intelli- 
gence network is the “spearhead of 
the military's territorial apparatus,” 
referring to its extensive involvement 
in political and development matters. 
A key element of this system is the 
assignment of soldiers to villages to 
monitor grass-roots sentiments, as 
well as to provide assistance and pro- 
mote civil-military relations. 

Although institutionally separate 
from the military apparatus, and oc- 
cupying a nominally superior posi- 
tion, Bakin itself is under the armed 
forces’ control. Sudibiyo spent most 
of his career in military intelligence, 
including being its chief in the late 
1980s, before taking over at Bakin in 
1989. Many other Bakin officials are 
serving military officers. 

With most of the intelligence com- 
munity’s resources spent on domes- 
tic activities, analysts say Indonesia 
depends heavily on its Asean part- 
ners, South Korea, Taiwan, Japan, 
Australia and the US for foreign intelli- 
gence. Indonesia has developed close 
intelligence-exchange relationships with 
some of these countries, including the US, 
Singapore and Malaysia. “The US provides 
photographs from its high resolution mili- 
tary reconnaissance satellites,” says 
Soebijakto. 

Intelligence officials do not regard the 
changing international order as posing any 
immediate threats to Indonesia’s national 
security. But they do have concerns over 
some longer term strategic trends, in par- 
ticular the shrinking US security presence 
in the Asia-Pacific region and the growing 
regional aspirations of China and Japan. m 
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JAPAN 


Lonely Eminence 


Foreign minister’s resignation leaves Miyazawa exposed 


By Robert  Delfs in Tokyo 


obody was surprised in early April 
when Michio Watanabe suddenly 


resigned from his concurrent posts 
as Japan's foreign minister and deputy 
prime minister. Speculation that Watan- 
abe's health problems might be more seri- 
ous than either he or the government offi- 
cially acknowledged had been prevalent 
for nearly a year. 

But the ensuing shake-up at the top of 
government has contradictory implications 
for Prime Minister Kiichi Miyazawa, 
whose first choice to replace Watanabe as 
foreign minister — former finance minister 
Tsutumo Hata — turned down the job flat. 

Until a few months ago, Watanabe had 
been seen as the only credible challenger to 
Miyazawa when his first two-year term as 
president of the Liberal Democratic Party 
(LDP) and prime minister expires next Oc- 
tober. Watanabe's withdrawal has made it 
more likely that Miyazawa will be re- 
elected to a second term, assuming that the 
cabinet has a smooth run through to No- 
vember when party elections are due. But 
that may no longer be a safe assumption. 

Miyazawa was originally elected prime 
minister in November 1991 with the sup- 
port of Shin Kanemaru, leader of the then- 
dominant Takeshita faction. Miyazawa and 
Watanabe, who also ran for the post of 
party president but then joined the cabinet 
as Mivazawa's number two, are both lead- 
ers of their own major LDP factions. Thus 
the Miyazawa cabinet represented the 
combined strength of three factions which 
together comprised nearly two-thirds of 
the party's Lower House membership. 

"Miyazawa relied on Kanemaru to han- 
dle intra-party matters and parliamentary 
affairs while Watanabe was in charge of 
government administration," explained 
political commentator Minoru Morita. It 
was this two-pronged approach which 
enabled the government last June to push 
through parliament a bill allowing Japan- 
ese troops to participate in UN peacekeep- 
ing operations. 

Now all this has changed. With Kane- 
maru already forced out of politics by scan- 
dals and the Takeshita faction split into ri- 
val groups, Watanabe's withdrawal means 
that the political base supporting the 
Miyazawa cabinet no longer exists. 

It is well known that Kabun Muto, the 
new foreign minister, was Miyazawa's sec- 
ond choice after Tsutomu Hata. Muto, 66, 
is a member of Watanabe's faction, and 
previously served as minister of interna- 





Hata may make a bid for power. 


tional trade and industry and minister of 
agriculture, but is not particularly influen- 
tial within the party. 

The upshot of all this is that though 
there is no longer any obvious challenger 
to Miyazawa in the party presidential elec- 
tion next October, the prime minister is 
now perilously short of people to whom 
he can turn in difficulties. Miyazawa's 
most senior surviving LDP ally, LDP secre- 
tary-general Seiroku Kajiyama, certainly 
does not match the skills of former arch- 
fixer Kanemaru in negotiating with oppo- 
sition parties. This could prove critical dur- 
ing the parliamentary debate on electoral 
reform that is expected soon. 

Hata's decision to decline the presti- 
gious job of foreign minister, when Miya- 
zawa offered it to him by telephone imme- 
diately after Watanabe's retirement, is un- 
derstandable in terms of Hata's own politi- 
cal priorities. Yet the decision electrified 
Japanese political circles and the media, 
largely because of its worrying implica- 
tions for party unity. 

“I was extremely grateful to the prime 
minister when he offered me this post, 
which is an extremely important position 
in Japanese politics right now, “ Hata told 
the REVIEW. "But at the same time, there is 
the issue of political reform, to which I 
have dedicated my political life. If I took 
this job, I wouldn't be able to take a lead- 
ing role in political reform. This is some- 
thing that I have to do." 

What Hata did not add is that accept- 
ance of the Foreign Ministry post would 


FAR EASTERN ECONOMIC REVIEW 


have damaged his relations with his own 
allies inside the party. Hata is a leader of 
Reform Forum 21, a breakaway group of 
44 members of the old Takeshita faction, 
which has threatened to bolt from the LDP 
if it fails to institute a substantive political 
reform programme this year. There seems 
no doubt that one of Miyazawa's objectives 
in inviting him to rejoin the cabinet was to 
split up the Reform 21 group and isolate 
Ichiro Ozawa, co-leader of the group. 

Hata's refusal of Miyazawa's offer has 
persuaded many leading members of the 
LDP that the Hata-Ozawa group is serious 
about mounting a challenge to the existing 
LDP leadership. This has heightened the 
possibility that a large-scale political rea- 
lignment may take place either before or 
after the next general election, which must 
be held by February 1994. 

Hata, however, declined to comment on 
reports that his group would support an 
opposition motion of no confidence in the 
government if a political reform package is 
not adopted by the end of the current par- 
liamentary session on 20 June. Such a step 
could force the Miyazawa cabinet to resign 
en masse or else lead to immediate dissolu- 
tion of parliament and new elections this 
summer. 

“If they fail to pass the political reform 
bills, or if the bills are sabotaged, then | 
will take the appropriate action at that 
time," Hata said. "But I still believe that a 
compromise on electoral reform bills is 
possible, so we shouldn't make any pre- 
dictions about no-confidence motions right 
now." 

In the longer run Hata admitted a real 
possibility that his group might withdraw 
from the LDP. “If real political reform takes 
place and a new political entity is formed, 
then we could leave the party and our pub- 
lic support would not be lost," Hata said. 
"Right now there is a lot of pressure on us 
to leave [the LDP] immediately. But when 
people ask when we are going to leave, | 
remind them that we have contributed à 
lot to the LDP.” 

Provided that the LDP remains undi- 
vided, no opposition party is remotely in a 
position to defeat it in the next general elec- 
tion under the current electoral system. But 
the weakened condition of the Miyazawa 
cabinet and heightened instability within 
the ruling party means the LDP may not 
fight the next election as a single entity. 
Conversely, passage of a compromise elec- 
toral bill that even partly met opposition 
demands for proportional representation 
could make it impossible for the LDP to re- 
tain its Lower House majority in the next 
election. 

Either course could lead to a coalition 
government and the end of the LDp’s nearly 
40 years of uninterrupted one-party rule, 
with as yet unpredictable implications for 
Japan's foreign relations and domestic 
policy. = 
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from Britain to China in 1997 poses unique 

problems for the small but significant com- 
munity of people in the British colony who trace 
their origins to the Indian subcontinent. While small 
in terms of numbers, members of the Indian com- 
munity account for a disproportionate share of 
Hongkong's external trade. It would certainly be in 
Hongkong's interests to make sure they remain af- 
ter 1997. 

While the vast majority of ethnic Chinese in 
Hongkong are regarded by China as Chinese citi- 
zens, the Indian minority of some 7,000 people is in 
danger of being rendered effectively stateless after 
1997 because Britain refuses to restore to them the 
full British citizenship that they and all other Hong- 
kong British subjects had before London deprived 
them of that status through a series of immigration 
and nationality law changes since the 1960s. 

The Indian Government holds that they should 
not be given special treatment just because of their 
ethnicity. If they wish to acquire Indian citizenship, 
which some of them gave up when they were natu- 
ralised British, they would first have to live in India 
for five years. 

Recently, however, the Chinese Government has 
indicated that these ethnic Indians can, if they wish, 
apply for Chinese nationality after 1997. Lu Ping, 
the director of China's Hongkong and Macau Af- 
fairs Office, told representatives of the Indian busi- 
ness community that they had the option of apply- 
ing for naturalisation as Chinese citizens. China's 
attention to this issue was also underlined by the 
appointment in March of Hari Harilela, a promi- 
nent Indian businessman, as an adviser to the Chi- 
nese Government on Hongkong affairs. 

Lu's comment on the future of ethnic Indians 
and other non-Chinese in Hongkong after 1997 
came as a surprise to many who thought, errone- 
ously, that China does not allow foreigners to be 
naturalised as Chinese. In fact, the nationality policy 
of the People's Republic of China since it was pro- 
claimed in 1949 has been quite enlightened, giving 
Chinese citizens the right to renounce nationality 
and foreigners the right to acquire Chi- 
nese nationality. 

China's policy on nationality was re- 
flected in agreements negotiated with 
foreign countries, such as Indonesia, 
that gave ethnic Chinese in those coun- 
tries the right to choose their national- 
ity. Similarly, an agreement to redraw 
the boundary with Burma in 1960 pro- 
vided that the inhabitants affected 
would be citizens of the government to 
which the area belonged after the 
boundary changes. But anyone wishing 
to retain his or her original nationality 
could do so by declaring that intention 
within a year after the treaty and mov- 
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ing across the border within two years. 

The Chinese policy on nationality, which is based 
on voluntarism, was not enshrined in law until 1980, 
when the current nationality act was enacted. This 
marked a watershed in Chinese attitudes, since it 
provided that any Chinese who voluntarily ac- 
quired foreign nationality automatically lost Chi- 
nese nationality. Under the Republican nationality 
law, still in effect today on Taiwan, no one could 
renounce Chinese nationality without the permis- 
sion of the government. 

Such an attitude is rooted in Chinese history and 
tradition. China did not have a nationality law until 
the dying days of the Qing dynasty because it had 
always seen itself not as a member of the world 
community of nations but as a cultural entity. For 
the same reason, it did not have such trappings of a 
nation as a national flag or a national anthem until 
the Western impact in the 19th century. 

This is no longer the case. In fact, much of the 
misunderstanding over China's supposedly racial 
nationality policy is due to Hongkong law enacted 
by the British. Hongkong's laws on immigration, on 
voter registration, on right of abode, all contain the 
clause "persons wholly or partly of Chinese race." 
By contrast, the concept of "Chinese race" is absent 
from Chinese legislation, which recognises that Chi- 
na's population is made up of dozens of different 
ethnic groups. 


cause of obtaining full British citizenship, since 

London can now say these people can become 
Chinese nationals and so are not in danger of being 
rendered stateless. But what Lu said was that the 
Indians could apply for Chinese citizenship. There 
was no guarantee that the applications would be 
approved. 

In order to remove the uncertainty that now 
hangs over the heads of the members of the Indian 
community, China should allow them to apply for 
citizenship today, rather than wait until after 1997. 
After all, they are already living on a territory that 
China claims as its own. China's nationality law 
provides that foreigners who have settled in China 
may apply for naturalisation, and most of the In- 
dians have lived in Hongkong much of their lives, 
with many having been born in the territory. The 
nationality law also provides that foreigners who 
have not settled down in China may also apply for 
naturalisation if "they have other legitimate rea- 
sons." The Indians in Hongkong certainly have le- 
gitimate reasons. 

If applications for naturalisation are approved 
by China in 1993, it would resolve the nationality 
problem, at least for those Indians who wish to ac- 
quire Chinese nationality. And if the applications 
are turned down, then the Indians will still have 
four years in which to seek other options before the 
1997 handover. u 


| u's offer to the Indian minority may hurt their 
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| — to go back, the refugees 








he dramatic signpost greeting the 
i visitor to the Thai border town of 
Aranyaprathet is still there. It points 
to the left and says, somewhat ominously: 
“The Frontier.” But that is about the extent 
of the Thai-Cambodian border's mystique 
and promise of adventure these days. The 
official closure of the last of seven border 
camps for Cambodian “displaced persons” 
on 30 March marked the end of an era. 
On that day, hundreds of Cambodian 
refugees clambered aboard buses at Site 2 
for their ride back to their still-violent 
homeland. They were among the last of 
more than 370,000 border refugees volun- 
teering to return home under a successful 
one-year repatriation programme organ- 
ised by the UN High Com- 
missioner for Refugees. Of- 
fered land, food and basic 
equipment — or a more en- 
ticing US$50 per adult head 


had agreed to leave camps 
which, in many cases, had 
been their home for more 
than a decade. 

The border saga began 
in early 1975 after the 
Khmer Rouge overran 
Phnom Penh and ousted 
the US-backed Lon Nol re- 
gime. Saigon, now Ho Chi 
Minh City, fell to the then 
North Vietnamese army 
shortly afterwards, and a 
weary world resigned itself 
to communist rule in Indo- 
china. Thailand and its 
neighbours were regarded as “dominoes” 


| that might succumb to international com- 


munism, backed by Moscow and Peking. 

The Khmer Rouge was cheered on by 
some Western academics, who welcomed 
the overthrow of the corrupt Lon Nol re- 
gime. When a trickle of refugees, many of 
them wealthy Chinese or Franco-Cambo- 
dians, first began to filter across the border 
into Thailand, their stories of the horrors 
being inflicted by a Khmer Rouge regime 
bent on eliminating the elite, educated 
classes fell on deaf ears. One Bangkok cor- 
respondent found his editors in the West 
totally unreceptive to the accounts of 
atrocities. These early refugees were re- 
garded in more or less the same way as 
the noblemen émigrés who fled the French 
revolution in the late 18th century. 

As the Khmer Rouge's brutal pro- 
gramme continued, the world belatedly 
started to take note. Families arrived across 
the border looking completely traumatised 
by their experiences, and with stories of 
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losing children and other relatives to 
Khmer Rouge execution squads. The world 
began to believe "the killing fields" in 
Cambodia were a reality. After the Viet- 
namese invaded Cambodia in December 
1978, sparking a tumultuous flood of bro- 
ken, emaciated refugees across the border, 
international condemnation of the Khmer 
Rouge began in earnest. With so many 
Cambodian fugitives on their hands, the 
Thais opened their first major camp of 
Khao-i-Dang, just north of Aranyaprathet, 
in November 1979. 

Other camps sprang up along the bor- 
der, each administered by one or other or 
the three factions fighting the Phnom Penh 
regime and their Vietnamese sponsors. 





Journalists and relief workers had to give 
grudging admiration to the efficient way 
in which the Khmer Rouge ran its major 
camp at Site 8, just south of Aranyaprathet, 
O'Trau on the northern border and later 
Site K to the south. Site B, the camp near 
Surin run by Prince Norodom Sihanouk's 
faction, was also a quite disciplined camp, 
with its population motivated by its love 


for the prince. 
| year ago had a population of 
200,000, was administered in a more 
chaotic fashion by the faction-split Khmer 
People's National Liberation Front, nomi- 
nally loyal to former Cambodian premier 
Son Sann. The camp, the largest concentra- 
tion of Cambodians outside Phnom Penh, 
was a haven for crime and black-market- 
ing, with violence erupting on an almost 
daily basis. 
For years, the border was an attractive 
news area. Young journalists made their 


he largest camp, Site 2, which only a 
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Aranyaprathet, on the Thai-Cambodian border | 


name here. Relief workers cut their teeth 
for better things. In those days it would 
not be unusual to be joined at breakfast in 
one of the cafes in Aranyaprathet by young 
relief agency doctors, with stethoscopes 
around their necks, and garbed in green 
hospital smocks. Everyone appeared to be 
proud to help the hapless Cambodians. But 


essentially it was a time for personal ad- | 


venture. 

With the drama of the Vietnam War 
gone, this was one corner of Southeast Asia 
where correspondents and TV crews could 
still play out their fantasies. They could go 


"inside" and pick their way through real, | 
or imagined, mine fields to rebel "jungle | 


bases." They could film elephants and 
teenagers with bazookas, 
and return with first-hand 
reports of their dangerous 


missions. 

A pered with the flood 
of foreign interest, as 

well as its position as a ma- 

jor black market centre for 
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ranyaprathet pros- 





hotels opened and old ones 
were renovated to cope 
with the influx of foreigners 
on the back of the refugee 
industry. The town’s trades- 
men and restaurateurs 


their money. Foreigners 
would dine at cafes and res- 
taurants with names like 
Kim Kim, with its magnificent choice of 
coffees, ice creams, pizzas and egg dishes, 
and Maxim's, with its impressive array of 
imported Scotch whisky. 

A wide swathe of land on the outskirts 
of Aranyaprathet is earmarked to become 
the "Aran Trade Centre." But with the clos- 
ing of the last refugee camp and departure 
of relief workers with their dollars, 
Aranyaprathet businessmen say work on 
the project has been stalled. Local traders 
are now counting on trade with Cambodia 
to keep the town afloat. A vast market right 
on the border, just outside Aranyaprathet, 
offers all manner of cheap consumer 
goods, brought across by Cambodians in- 
volved in the country's ubiquitous black- 
market industry. Thai traders, in return, 
smuggle cars and motor-cycles (often sto- 
len) and electronic goods across the bor- 
der. a 


Rodney Tasker is a Review correspondent in 
Bangkok. 
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quickly learned English to | 
help the visitors part with | 
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While US and Soviet pilots clashed over Korea, Stalin's main concern was for ‘plausible deniability.’ 
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US and Soviet air forces clashed directly in Korea 





By Jon Halliday 

rmed conflict between the US and 

the Soviet Union was the nightmare 

of the Cold War, a development to 
be avoided at almost all costs since, many 
thought, it would certainly lead to Arma- 
geddon. In fact, America and Russia had a 
war, but they both kept it secret. It hap- 
pened during the Korean War, when war- 
planes of the two superpowers met head- 
to-head for more than two years over North 
Korea and part of northeastern China with- 
out the rest of the world knowing. 

A picture of what went on during that 
war in 1950-53 was pieced together after 
years of research, including poring over 
specialist magazines in both Russia and the 
US and interviews with Russian and 
American participants, many of whom are 
now retired. It is still unclear how many 
planes each side lost in these aerial battles. 
The Russians admit to having lost 345, 
while claiming they shot down 1,300 
American planes, leading to the loss of 





a? 


over 1,000 lives. Most of the US losses, 
however, appear to have been due to 
ground fire. 

Hints of direct Soviet involvement in 
the air war surfaced as long ago as 1969. It 
was confirmed by Russian President Boris 
Yeltsin last year. On the American side, 
Paul Nitze, the head of the State Depart- 
ment Policy Planning Staff at the time, has 
also confirmed the American-Soviet war. 

Lieut-Gen. Georgi Ageyevich Lobov of 
the Soviet air force was a key player in this 
drama. He told this correspondent that he 
was ordered to the Vladivostok area in late 
August 1950. American planes had been 
bombing very close to the Soviet border, 
and the worried local commanders were 
desperate to lay their hands on some MiG- 
15s, Russia’s best. “I broke a lot of rules,” 
Lobov said, “and | got the pilots to help.” 

On 8 October 1950, the base where 
Lobov was stationed, Sukhaya Ryechka, 
near Vladivostok, was shot up by Ameri- 
can jets — the first, and only, time in the 
Cold War that armed forces of one super- 
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power attacked the territory of the other. 
After denying the incident for 11 days, 
Washington said it was an accident and 
offered an apology. 

As it happened, the attack on Sukhaya 
Ryechka occurred just as Moscow and Pe- 
king were negotiating over the provision 
of Soviet air cover for Chinese troops in 
Korea. Stalin, who had led the Chinese to 
believe that the Soviet air force would en- 
ter the war at the same time as the Chinese 
army, at first backpedalled and then re- 
neged on that commitment. Chinese troops 
entered the war without Soviet air cover, 
though Stalin later agreed to give some air 
support. 

When Stalin decided in early Novem- 
ber to put some air force units in, he 
wanted “plausible deniability,” which 
meant secrecy. He wanted his pilots to op- 
erate from outside Soviet territory. Lobov 
and part of his division, the 303d, were 
moved from the Soviet Far East to north- 
east China, to an airfield near Dandong, 
then known as Antung, on the Yalu River, 
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as close as possible to the bridges and key 
supply routes into Korea. Although the 
Chinese were flying combat missions, the 
Russians operated separately: “I took my 
orders directly from Moscow,” Lobov said. 

Soviet markings on the planes were ob- 
literated and Chinese colours painted on. 
Pilots had to remove all identification as 
well as sign a pledge vowing not to reveal 
where they had been. The first units were 
dressed in Chinese uniforms — khaki jack- 
ets, blue trousers and orange boots (some 
later ones were disguised as Koreans). 
They bore no marks of rank, only a badge 
with the profiles of Stalin and Mao on it. 
There was another reason for Chinese uni- 
forms, Lobov said: when his pilots re- 
turned to base, he did not want the Chi- 
nese misidentifying the white faces and 
blasting away at them! 

To maintain deniability, it was vital that 
no Soviet pilot be captured, or even identi- 
fied. The airmen were forbidden to fly over 
the sea, where the Americans could pick 
them up if they ditched. Nor were they 
supposed to approach closer than 60 miles 
to the battle-front — though a few did. 

These restrictions meant the Russians 
could never provide air support for ground 
operations, or attack the powerful UN na- 
vies (including aircraft-carriers) off both 
coasts; and they could not pursue planes 
that were damaged, or low on fuel, as they 
flew south or over the sea. “Sometimes we 
wanted to do another hit, but we weren't 
allowed to,” Lobov said. 

One of the most irksome rules, they 
said, was a ban on speaking Russian. They 
were given a card with key words in either 
Chinese or Korean written out in Russian 
letters. But, as one pilot put it, “who is go- 
ing to look down at his knees in the mid- 
dle of a battle?” A top Soviet ace, Col Y. 
Pepelyayev, said: “It was impossible psy- 
chologically in the heat of battle to 
use a foreign language you hardly 
knew. So after a week or two we 
just decided to ignore the order. The 
top brass started complaining, so | 
told them: ‘Go and fight your- 
selves! " 

Although the Russians wanted to 
keep their role secret and pretend not 
to be involved, it was not long before 
American pilots reported hearing 
Russian on the radio — and, in a few 
cases, saw white faces in cockpits (or 
below parachutes). Former astronaut 
John Glenn is one of several pilots 
who says he knew he was up against 
Russians. Washington knew that 
Russians were in many of the MiGs, 
and the restrictions they were under. 

At first this US cover-up seemed 
puzzling, given that the Russians 
were killing sizeable numbers of 
Americans, and given that the US 
had been eager to blame the Kremlin 
for starting the war. But when the 
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Lobov was a key player. 


Russians did enter the fray, 
kept it secret. Why? 

Nitze, the man tasked with recom- 
mending what to about the Soviet role, dis- 
closed to this writer that he had dev eloped 
a paper entitled Removing the Fig Leaf from 
the Hard Core of Soviet Responsibility, which 
analysed the pros and cons of making pub- 
lic the Russians’ role, and advised against 
doing so. “The argument,” Nitze said, 
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“was that if we publicised the facts, the 
public would expect us to do something 
about it and the last thing we wanted was 
for the war to spread to more serious con- 
flict with the Soviets.” Asked for a copy of 
the “Fig Leaf” paper, Nitze replied that, 
unfortunately, it had been withdrawn and 
no copy survives. 

In fact, there was a broad consensus 
among senior policymakers in both the 
Truman and Eisenhower administrations 
to keep the Soviet combat role under 
wraps. As early as 1988, Herbert Brownell, 
President Eisenhower's confidant, had told 
this correspondent: “We had to keep that 
under the carpet. If that had ever gotten 
out, there would have been tremendous 
pressure to have a war with Russia.” 

How had the Russians and Americans 
managed to contain their hot war? A mis- 
step by either side could have been cata- 
clysmic. Had there been a deal? “No, it was 
the time of the Cold War — thay could not 
discuss it,” former Soviet Deputy Foreign 
Minister (and Far East Expert) Mikhail 
Kapitsa responded. This was confirmed by 
Nitze and Dean Rusk, then Assistant Sec- 
retary of State for Far Eastern Affairs. 

Since there was no formal deal, the pa- 
rameters of the conflict were only estab- 
lished implicitly and each side had to gauge 
its intervention with great care. The Ameri- 
cans signalled that, unless the fighting esca- 
lated, they would not attack Soviet aircraft 
on Soviet territory or in Soviet airspace; nor 
would they attack Soviet planes on the 
ground in China. But American officials dis- 
cussed all sorts of contingency plans, in- 
cluding dropping atomic bombs on North 
Korea, China and/or the Soviet Union. 

The top Soviet officer in Korea during 
the war, Gen. Valentin Sozinov, chief ad- 
viser to the North Korean high command, 
was asked whether the Russians had con- 
templated further steps, such as 
putting in ground troops, or trying 
to rehabilitate airfields inside Korea 
so as to be able to take the air war to 
the enemy. He said he discussed So- 
viet ground troops with the Chinese 
commander, Peng Dehuai, often but 
not with his own superiors and sug- 
gested Moscow realised such a move 
would lead to escalation. 

In fact, Stalin never allowed 
enough planes into combat to chal- 
lenge US air superiority. Lobov had 
to start with only 32 planes, all 
MiG15s. “Only after I asked Moscow 
urgently,” he said, was the number 


: Ol Ñ 38th Parallel increased, ultimately to about 150, in- 

Yellow Sea > \ cluding the improved MiG15bis. 
à SOUTH | o 200 Lobov said he found himself facing 

nee an almost impossible task: “I kept 


| telling Moscow that we were work- 
ing on a knife-edge. The enemy was 
eight to 10 times stronger than us. 
We could not overcome the Ameri- 
cans in the air. We had only fighters 
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and AA [anti-aircraft]. Contrary to rumour, 
we had no bombers. In our warehouses, 
we did not have even one rocket, or one 
container with flammable liquid." 

Illness was a big problem. “The climate 
was very humid in summer, and many pi- 
lots fell sick,” Lobov recalled. “We did not 
have the state-of-the-art flying suits which 
the Americans enjoyed." Another problem 
was psychological. His men could never 
take the war to the Americans. "We had to 
sit stewing in our cockpits for hours on 
end. We had to be on duty, waiting, but 
the Americans could choose the time. This 
was extremely demoralising. When a re- 
port came in of an American sortie, I had 
only seconds to prepare my men. It was 
very difficult to plan operations. It is hard 
to take off without knowing one's tasks. | 
couldn't plan in ad- 
vance. Very rarely 
could we intercept 
the first wave." 

The standard 
Western picture is of 
MiGs swooping out 
of their Manchurian 
"sanctuary" at a 
great advantage. The 
Russian pilots re- 
versed this image, and said that Manchu- 
ria was not a sanctuary at all. “American 
aircraft were constantly crossing the bor- 
der,” Lobov said. A former Soviet liaison 
Officer said American incursions were on 
an almost daily basis in 1952 and early 
1953, when US planes "blockaded" the 
Russians, trying to attack the MiGs as they 
took off, at the moment of maximum vul- 
nerability. According to another pilot, in- 
terception was even more intense on land- 
ing, ^when no resistance was possible" as 
the MiGs were low on fuel. 

Were the Russian claims true? The offi- 
cial US version then — and now — is that 
American airmen could cross the Yalu only 
in “hot pursuit.” But interviews revealed 
considerable latitude. According to John 
Glenn, “you were permitted to go across 
the Yalu if you were in hot pursuit. What 
was 'hot pursuit' was liberally inter- 
preted." 

At a seminar at the US Air Force Acad- 
emy in Colorado last October, a senior air 
force general dismissed Russian claims that 
their planes had been attacked in Manchu- 
ria. 

However, during the coffee break, two 
high-ranking Korea vets confirmed the 
claims. One of them wrote a memo that 
says: "We went across the Yalu not only in 
hot pursuit but on patrols looking for 
MiGs. The Russians are correct in saying 
their MiGs were attacked landing, taking 
off, & everywhere — we were aggressive. 
Some of the ‘kill’ shots [on film] show 
MiGs with their landing gear down (and 
in one ase an airfield runway in the dis- 
tance). Official ‘explanation: it [the landing 























John Glenn and his personal markings on the F86F jet he used in the Korean War. 


gear] came out when the MiG was hit. Re- 
ality — shot down in the landing pattern 
at a Manchurian airfield.” He also said 
quite a few US pilots ranged as far as 
Shenyang and Dalian. The only thing for- 
bidden was attacking planes on the 
ground. But another senior US officer dis- 
closed that on one occasion American 
planes did destroy MiGs on the ground at 
a base about 30 miles inside China. On this 
occasion, the airman said, “the paperwork 
was altered.” 

After leaving office, Truman wrote in a 
memo, which was not published at the 
time: “In Korea . .. We whip|ped] the Rus- 
sian Air Force." American sources claim a 
“kill” rate in air-to-air battles of about 10:1. 
But the Americans acknowledge they lost 
many more aircraft than they shot down. 
Altogether, the US says it lost well over 
3,000 planes — between one-third and one 
quarter of all its front-line aircraft as of 25 
June 1950. The three communist air forces 
(Soviet, Chinese, North Korean) together 
lost about 1,000 in aerial combat. Robert F. 
Futrell, the official US historian, asked to 
comment on these claims, replied wearily: 
"Don't talk to me about claims. You're 
about to tell me they destroyed more 
planes than the other side had!” 

Of the roughly 3,350 aircraft they ap- 
parently lost, the Americans say about half 
were due to non-combat reasons, and only 
147 of those lost in combat resulted from 
aerial fighting. The rest of the "combat" 
losses are attributed to ground fire. Is this 
plausible? In addition to Chinese and 
North Korean ground fire, the Americans 
had to contend with Russian fixed anti-air- 
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craft units stationed along both sides of the 
Sino-Korean border and several mobile 
units inside Korea down as far as Pyong- 
yang. While one standard Western source 
says anti-aircraft fire accounted for only 
about a third of UN losses, support for the 
official American position comes from Liu 
Shaoqi, then President of China, who told 
visiting Japanese Communists in 1966 that 
ground fire accounted for 90% of US losses 
in Korea. 

According to Lobov, "at least 1,300 
American planes" were shot down by Rus- 
sians, either in aerial combat or by ground 
fire. Yeltsin has since 
given a figure of 
1,309. 

What about com- 
munist losses? The 
Americans say they 
destroyed about 
1,000 communist 
planes ("confirm- 
ed"), of which over 
850 were in air-to-air 
combat. They reckon 
an additional 400 
crashed as a result of 
damage  inflicted, 
and then double 
combat losses to give a total of about 2,800, 
including non-combat losses. Lobov does 
not challenge these figures. "I don't think 
the Americans made a mistake about 
losses," he said. 

Asked how many of those lost planes 
were Russian, Lobov said only 345. This 
would mean that the majority of the com- 
munist planes downed were Chinese, 
which is plausible (though it conflicts 
sharply with Chinese claims). The number 
of Russian pilots killed, Lobov said, was 
somewhat over 200. 

“It is quite a dark question why the 
Soviet government was so secretive," 
Lobov said. But Stalin's ploy worked. 
While it did not fool Washington, it did 
allow Truman and Eisenhower to declare 
that the Russians, though allegedly behind 
the war, were not actually fighting in it. 
Stalin ensured plausible denial not so 
much for himself, as for Washington. If the 
US public had known that Russians were 
killing well over 1,000 Americans, it would 
have been much more difficult to avoid es- 
calation. 

Washington colluded with Stalin's mis- 
representation to prevent the eruption of a 
third world war. Nitze's fig leaf was in safe 
hands. It was kept there by both sides. w 
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Jon Halliday is Visiting Fellow in the Department 
of War Studies, King's College, London 
University. Research was funded by a grant 
from the Nuffield Foundation. A longer version 
of this report is due for publication in William 
J. Williams, ed., A Revolutionary War: Korea 
and the Transformation of the Postwar World 
(Chicago, Imprint Publications Inc., 1993). 
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Mr Five-Star 


Dare to Dream: A Life of Rai Bahadur - 
Mohan Singh Oberoi by Bachi J. Karkaria. 
Viking, New Delhi. Rs 295. 


Although lacking the stature of J. R. D. 
Tata, the Grand Old Man of Indian indus- 
try, or the financial muscle of the Birla group 
of companies, Mohan Singh 
Oberoi, 92, deserves a place 
in the Indian hall of corpo- 
rate fame. From an obscure 
beginning as a Rs 50-a- 
month (US$1.93) clerk in the 
Cecil Hotel, Simla, Oberoi 
founded an empire which 
encompasses 39 hotels in In- 
dia, Nepal, Egypt, Hungary, 
Australia and Sri Lanka. 

With its high profile, the 
Oberoi group has periodi- 
cally found itself immersed 
in the debate over the rele- 
vance of conspicuous con- 
sumerism in a country 
which some say should 
wear its abstemious heart on a homespun 
sleeve. Tasting of sour grapes, much of this 
criticism is old wine in new bottles. In the 
case of Dare To Dream, envy is com- 
pounded by the fact that the book is a com- 
missioned biography. Some reviewers 
have accused author Bachi Karkaria, a sen- 
ior editor with The Times of India, of selling 
her investigative birthright. 

For all his resemblance to an antique 
teddy bear, M. S. Oberoi had his own ty- 
coon's claws that he used ruthlessly in cor- 
porate infighting. Why has Karkaria 
manicured away such uncuddly attributes? 
Why is there only passing mention of 
Nirlep Kaur, Oberoi’s celebrated 
inamorata? Has his first-born son Tikki, 
who died a bon vivant’s death nine years 
ago, been edged out of the limelight re- 
served for number-two son Biki, heir ap- 
parent and current caretaker of the Oberoi 
empire? 

Such questions miss the central premise 
of Dare To Dream. Any luxury hotel worth 
its stars is not a refutation but a transcend- 
ence of ambient reality. The more oppres- 
sive the surroundings, the greater the fan- 
tasy, which is why some of the most spec- 
tacular hotels are in Third World countries. 

Conscious of this tenet, and with tongue 
lightly in cheek, Karkaria wafts the reader 
into a make-believe world: “The clock be- 
hind the bell-captain stands sliced exactly 
down the middle, the line of its hands as 
straight as the back of the Sikh commis- 
sioner at the door, as unbending as the rose 
on the breakfast tray . . . It is six in the 
morning in New Delhi... The guest turns 
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the knob on the bedside console, and 
Vivaldi fills the room." 

Karkaria presents Oberoi's life like a re- 
cherche banquet. For starters we have 
Mohan Singh's childhood with his wi- 
dowed mother in a village in the Punjab; 
arranged marriage at 20 to the girl next 
door; clerkship at the Cecil Hotel; acquisi- 
tion of Simla's Clarkes Hotel. 

For the entree there is the takeover of 
Calcutta's Grand Hotel (^500 rooms. 500 
teapots. One cockroach. Very good 
average”). Turning the Grand into a 
bivouac for Allied troops in 
World War II won Oberoi a 
fortune (“cashiers unable to 
count the money . . . shov- 
ing it under the carpet to 
resume the task next morn- 
ing”) and a title from the 
British, untarnished by the 
bed-and-bawd  arrange- 
ments whereby soldiers 
“could get a Eurasian of any 
blend of your flavour.” 

The main course is the 
growth of the Oberoi chain 
and the acquisition of the 
“ultimate hoteliering prize 
on the subcontinent,” the 
eight-unit Associated Hotels 
of India; national independence and the 
trauma of partition; Oberoi's first success 
abroad, the Kathmandu Soaltee; the setting 
of Oberoi standards (each pillow has pre- 
cisely 1,650 grams of down, the stem of 
each restaurant rose is exactly twice the 
length of the holder); the ouster of Shiv 
Nath Singh, Oberoi's long-time associate 
and arch-adversary; the deaths of Tikki 
and Ishran Devi, Oberoi's wife for almost 
70 years. Both triumph and grief are han- 
dled impeccably. Even cor- 
porate warfare is con- 
ducted by civilised rules; 
when people get stabbed in 
the back, at least it's with 
the right table knife. 

After the feast comes the 
reckoning. Critics say that 
the book barely deals with 
the business side of the ho- 
tel industry. Such criticism, 
however, is pointless. Not- 
ing that Oberoi always 
planned minutely in order 
to dream big, Karkaria re- 
counts how making a 
round of the scullery “he found that the 
butter remaining in the fluted pots went 
down the drain" and instructed the food 
and beverage manager to send the unused 
butter to the pastry shop: "Better cakes, 
better custom." And Dare to Dream is just 
that: better confectionery for the customer. 

m Jug Suraiya 
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Jug Suraiya is a senior editor at The Times of 
India in New Delhi. 
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Palatial Inns 


Palaces of India: A Traveller's Companion 
by Michael Sugich. Photographs by 
Mohammed Akram. Pavilion Books, London. 
£17.99. 


"Enchanting" and "exasperating" are 
words not ordinarily used to describe the 
same thing, but they become inseparable 
when the subject is the palaces of India that 
have been converted into hotels. 

These incredible dwellings, built during 
the halcyon days of the maharajahs and 
the British Raj, allow today's traveller to 
step back in time — into an architectural 
opulence that is the Indian equivalent of 
the stately homes of England and the cha- 
teaux of France. Faded though the palaces' 
glory may be, their high ceilings, huge 
chandeliers, spacious corridors and public 
rooms, as well as their tiger heads, family 
portraits and autographed photographs of 
King George V and Queen Mary attest to 
the life that Indian royalty once led. 

So much for the enchantment. People 
familiar with these places know that not all 
of them are a traveller's dream. To be sure, 
Udaipur’s Shiv Niwas Palace has been 
transformed into one of the most luxurious 
hotels in Asia, and it is rare to find a hotel 
as beautiful as the Samode Palace in Jaipur. 

But because most of the converted pal- 
aces date to the 19th and early 20th centu- 
ries, their plumbing and electricity are not 
always reliable. And far too many of them 
have dreadful beds, mediocre food, indif- 
ferent service and some of the spottiest ta- 
blecloths east or west of Suez. 

Michael Sugich, an American travel 
writer, describes 38 of these 
hotels, their construction, 
the families that built and 
lived in them, and the com- 
munities in which they are 
located. His book is fasci- 
nating and impressive in its 
detail. 

It is a shame, however, 
that photographs of each 
hotel do not accompany the 
text. Instead, the photos are 
grouped in three clusters 
and are not indexed. Nor 
are photos provided of all 
the palaces cited. 

In addition to the descriptive and his- 
toric information, Sugich provides a "Gaz- 
etteer," with the address, number of rooms 
and an evaluation of each hotel. But his 
intent is not so much to rate the hotels as to 
provide a companion guide for travellers, 
"armchair or otherwise," and in this he has 
succeeded very well. ^ m Eleanor Schwartz 


Eleanor Schwartz is a freelance. writer and 
editor based in New York. ^ 
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THE ASIA SOCIETY 


AT THIS CONFERENCE, YOU'LL HEAR WHERE ASIA IS 
GOING. FROM THE PEOPLE WHO WILL TAKE IT THERE. 


To say the world is changing is the understatement 
of our age. In the last few years, the map of the world 


A S 3 
ROLE IN THE CHANGING WORLD ORDER 


has been literally remade. 
Not once, but time and time 
again. Yet, ironically, as more 
and more new countries 
come into existence, at no 
time in history have we been 
so unified economically. For 
business, this offers tremen- 
dous risks. And tremendous 
opportunities. Nowhere is 
this more true than in Asia. 


If you do business in Asia, or if 
you want to do business in 
Asia, you have a chance this 
May to find out where Asia is 
headed. ..from the heads of 
Asia themselves. Its a three- 
day conference called "Asia's 
Role in the Changing World 
Order.” And it takes place in 
Tokyo, May 12-14, at the Hotel 
Okura only two months 
before the vital G-7 summit. 
For business leaders, this is an 
unprecedented opportunity 
to meet and exchange views 





with policymakers and private- 


sector leaders who will be 
shaping trade and investment 
in Asia for years to come. This 
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— Deputy Prime Minister and _ 
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Extracts from 
Chairman's Statement 


| 

| 

| "1992 saw a marked improvement in the Indonesian 
| macro-economic environment. Inflation halved, imports 
| decelerated while non-oil exports remained buoyant, the 
| current account deficit narrowed and deposit interest rates fell 
| sharply. The tight. monetary and fiscal measures adopted by 
| the government since August 1990 have proved effective, but 
| have also taken their toll on corporate profitability. Earnings 
| per share growth over the past two years have remained flat 
| to negative in this austere environment, resulting only in a 
| mild re-rating of the stock market. The JF. Nusantara Index 
| gained. 3.096 over the year, but I am pleased to report that 
| your Fund gained 12.4% over the same period. - 

| After two rather difficult years, the outlook for the 
| economy and the market has brightened considerably. The 
| Fund is well positioned to benefit from any upturn in the 
| market this year. | 
| In November 1992, shareholders 
| were given a bonus issue of warrants 
| (one warrant for five shares held), which | 
the Directors believe will be an attractive | 
option to shareholders exercisable over | 
the next three years." (d 








A.H. Smith 
Chairman 
12th March 1993 
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New Crew on Deck 





INDONESIA TRADE & 


Suharto revitalises his team to face new challenge 


By Suhaini Aznam in Jakarta 


ndonesia, a placid dreadnought, is 
| i: through a transitional period 

politically and economically, but true 
to its traditions, there is barely a ripple 
on the surface. 

President Suharto, the longest-serving 
Southeast Asian head of state, approach- 
ing his 72nd birthday, has only just com- 
menced his sixth term of office, and still 
has given no sign this will definitely be 
his last. 

Until he does, the subject of succes- 
sion does not arise. He will never be chal- 
lenged. But quietly, in the background, 
the positioning has commenced and 
there are no firm predictions — except 
that it will be a smooth transfer when it 
happens. 

If the composition of Suharto's sixth 
cabinet is any indication, 
the leadership is shifting 
slightly, with relatively 
younger civilians replacing 
the old guards whose le- 
gitimacy derived from their 
role as independence fight- 
ers. Suharto remains the 
only member of the 1945 
independence generation 
at the top. The post-1945 
generation, starting with 
newly elected Vice-Presi- 
dent Try Sutrisno, the re- 
tired armed forces chief, 
will have to prove them- 
selves in a more politically 
challenging, business-ori- 
ented world. 

The new cabinet might 
also be more predisposed to an increas- 
ingly vocal, better-educated Muslim 
lobby, given their own religious affilia- 
tions. Although Pancasila, Indonesia's 
ideological principles of nationhood, give 
all religions equal standing, 87% of the 
country's 185 million people are Mus- 
lims. The 41-member cabinet comprises 
36 Muslims, three Christians and one 
Hindu, reflecting the country's religious 
make-up. 

Perhaps significantly, if coinciden- 
tally, three of the four reconstituted fi- 
nance portfolios in this 41-member cabi- 
net are held by Muslims, compared to 
three Christians holding all three finance 
posts in the previous line-up. Indonesian 
observers have read this as a sign of Su- 
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harto's own willingness of late to con- 
cede to the Muslim lobby. 

If Suharto's re-election was a given, 
Sutrisno's selection was an exercise in 
Indonesian-style political finesse. The 
armed forces (Abri) appear to have pre- 
empted the president by endorsing their 
former commander. This came a full 
month before the 11 March vote by the 
People's Consultative Assembly (MPR), 
and though the final choice is the presi- 
dent's prerogative, by the time both the 
ruling Golkar and the provincial repre- 
sentatives named Sutrisno, the president 
was in effect handed a fait accompli. 

Political analysts saw Abri's move as 
an attempt to assert its independence. It 
is suggested that the Armed Forces were 
less than happy with Suharto's playing 


Golkar, the ruling party, remains firmly in power. 


of the Islamic card to counter the mili- 
tary influence since 1990. 

But while Sutrisno, "a soldier's sol- 
dier," was successful, the number of min- 
isters with military backgrounds shrank 
within the new cabinet from 11 to eight, 
with only two of them on the active list. 
Twenty-two ministers are new faces, 
building the basis for a new generation 
of administration, the culmination of a 
carefully planned exercise of renewal 
which started with the general elections 
last June. 

Despite, valiant efforts by the two 
smaller parties, the PPP and the PDI, the 
elections saw the ruling Golkar party 
again firmly entrenched with 68% of the 
popular votes — though this was a 5% 
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drop from 1987. 

The new team face some challenges. 
The Manpower Ministry recorded at 
least 177 strikes, mostly in the greater Ja- 
karta and Bandung industrial belt, result- 
ing in an estimated 590,000 man-hours 
lost in 1992. This was a 36% increase on 
the previous year, as workers demanded 
that employers meet the official mini- 
mum wage requirement and improve 
work conditions. 

As of 1 January, the government 
raised the minimum wage for Jakarta 
from Rps 2,600 (US$1.25) to Rps 3,000 
per day. Wages elsewhere were revised 
to reflect the cost of living in other cities. 
But taking advantage of an estimated 2% 
unemployment and 36% underemploy- 
ment in 1991, some companies have got 
away with calculating in 
the traditional meal and 
transport allowances 
within this amount, leav- 
ing workers with a take- 
home wage of Rps 1,800 — 
barely enough to provide 
the minimum daily intake 
of calories. Meanwhile, the 
6% GDP growth for 1992 
just made the minimum 
target the government sees 
as necessary to keep unem- 
ployment at present levels. 

Elsewhere, there was a 
promising sign of open- 
ness. The government's 
blacklist of people barred 
from leaving or entering 
Indonesia dropped by half 
at a year-end evaluation last December. 
The 17,000 names on the 1992 immigra- 
tion blacklist were reduced to less than 
9,000. The authorities renewed 4,152 
names of citizens barred from leaving the 
country — including members of the 
Petisi 50 opposition group — while 4,745 
foreigners continued to be barred from 
entry. 

On the development front, the gov- 
ernment is focusing on the Sumatran 
province of Riau — with its string of is- 
lands abutting Singapore — as the coun- 
try's main growth area outside Jakarta. 
In October, Industry Minister Tunky 
Ariwibowo, then junior minister carry- 
ing the same portfolio, announced the 
government's plans to accord the entire 
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Riau province duty-free status to attract 
more tourists and investors. At present, 
only Batam island is duty-free. 

The government will also relax in- 
vestment rules in the Riau islands, with 
a focus on Bintan and the Karimun is- 
lands where Indonesian and Sing- 
aporean companies are jointly develop- 
ing Riau's tourism and petroleum indus- 
tries. When in force, the new rules will 
extend full foreign ownership to projects 
with investments below US$50 million, 
the present minimum requirement in 
Riau. 

Parallel government efforts to bring a 
more even spread of development 
throughout the archipelago have not 
made much head way. Investors continue 
to concentrate their factories in over- 
crowded Java. Infrastructural bottle- 
necks — brownouts, massive traffic jams, 
insufficient telecommunications lines 
and overloaded exchanges — continue 
to plague industry and domestic con- 
sumers in greater Jakarta. 

Indonesia recognises that remedying 
infrastructural weaknesses is crucial to its 
ability to attract foreign investors, whose 
priority of interest has shifted markedly 
to China and Eastern Europe. Up to the 
third quarter of 1992, foreign investments 
were down by almost half from the pre- 
vious year's US$8.8 billion total. Even 
then, the two large projects which ac- 
counted for the improved figures were 
domestic projects which had been 


Sutrisno: fait accompli. 


redesignated as foreign through some 
adjustments in formal ownership last 
October. These boosted figures to close at 
US$10.2 billion for the year. 

Last July, the World Bank-led Con- 
sultative Group on Indonesia had allo- 
cated US$4.94 billion in soft loans to In- 
donesia, mainly for infrastructural devel- 
opment in the recently ended 1992/93 
fiscal year. But though World Bank pro- 
jections put Indonesia as a middle-in- 
come earner by 2000 — doubling its per 
capita income of US$570 in 1990 to 
US$1,000 — Indonesia is yet to show any 
signs of evolving a real middle class, the 
main impetus for local consumer-tar- 


Trading to Success 


Despite a sluggish world economy in 
1992, Indonesia enjoyed healthy 
growth in exports, spurred primarily 
by an upsurge in its non-oil goods. Oil 
and gas exports dropped 5% to 
US$8.8 billion in the first 10 months of 
1992, while non-oil exports shot up 
25% in the same period to US$14.5 bil- 
lion. 

Forecasts are that Indonesia's 
current-account deficit will shrink to 
US$2.7 billion for fiscal 1992-93 just 
ended, compared to US$4.4 billion the 
previous fiscal year. 

Meanwhile, energy imports drop- 
ped 6.7% to US$1.5 billion, while non- 
oil imports rose by a cautious 6.1% to 
US$20.8 billion for the October-Decem- 
ber 1992 period. But discouragingly, 
foreign and especially domestic invest- 
ments were sharply down in 1992, and 
this dampened imports for both the 
manufacturing sector as well as the 
consumer market. Indonesia's main 
imports are machinery, chemical pro- 
ducts and base metals. 


The trade balance was also helped 
by a controlled depreciation of the 
rupiah, which currently trades at Rps 
2069 to the US dollar compared to Rps 
2022 last April. The moderate depre- 
ciation of the rupiah has helped it re- 
main competitive, while avoiding any 
fears of a major devaluation. 

Some of the reasons for Indonesia's 
improved trade performance can be 
traced back to various trade reforms 
introduced in the mid-1980s and 
through 1991. 

These reforms included reductions 
in nominal tariffs across the board, ex- 
empting exporters from the import li- 
censing system, the loosening of ex- 
port regulations, lifting of significant 
non-tariff barriers, and reopening of 
several key sectors previously closed 
to private enterprise. Market analysts 
expect to see further elimination of 
non-tariff barriers, particularly in the 
automotive and agricultural sectors, 
considered priority areas for future 
export growth. 
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geted domestic manufacturing. 

Last year also saw Bank Indonesia, 
the central bank, instituting several re- 
forms in the banking industry, in an at- 
tempt to bring it up to international 
standards and to consolidate the indus- 
try in the wake a wave of bank bad 
debts. These measures included raising 
paid-up capital from Rps 10 billion to 
Rps 50 billion, imposing a three-tier 
graduated capital adequacy ratio target 
and overall tighter monitoring of the 
banking industry. 

On 1 November, state banks were 
opened to foreign investors for the first 
time in an attempt to inject fresh capital 
that would in fact help them to meet the 
capital adequacy ratio requirements. Any 
initial interest, however, was dampened 
when first the small Bank Sampoerna 
was bailed out and taken over by the 
Bank Danamon in early November and 
then the financially strapped Bank 
Summa suspended from all clearing op- 
erations two weeks later. 

But some bankers argued that the 
Bank Indonesia ruling reduced liquidity 
further at a time when the economy 
needed fresh capital to pull it out of its 
two-year doldrums. Private banks, and 
to a lesser extent state banks too, have in 
fact used the Bank Indonesia ruling to 
keep interest rates up, to discourage 
lending and to make up for non-per- 
forming loans largely due to the fall in 


property prices. 


The 1993-94 budget, which came 
into effect on 1 April, reflected Indone- 
sia^s reduced dependence on oil. The 
government expects only 27.1% of its 
export revenue to be oil and gas de- 
rived, compared with 39.2% five years 
ago. 
Meanwhile non-oil exports are ex- 
pected to account for 72.9% of export 
earnings, compared with 60.8% five 
years ago. Manufactured goods, which 
accounted for more than half of total 
exports for the first time in 1991, is now 
being pushed as the main engine of ex- 
port growth. Of these, garments and 
textiles, plywood, and plastic and rub- 
ber-based products accounted for the 
bulk of non-oil exports. 

Analysts note that Indonesia's share 
of several manufacturing export mar- 
kets is still small, promising continued 
room for expansion. Japan remains the 
primary destination for Indonesian 
products, having bought 17% of its 
non-oil exports in January-November 
1992, followed closely by the US at 
16.5% and Singapore at 13.4%. Japan is 
also a major importer of Indonesian 
crude. m Suhaini Aznam 
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Paying the Dues 


By Hal Hill in Canberra 


ndonesia is in the right club, and the 
| new team in government in Jakarta 

needs to maintain its membership. 
During the 1980s, Indonesia decisively 
joined the club of high growth, the out- 
ward-oriented Asian economies. Its per- 
formance during the 1970s oil boom was 
creditable, but the real test came when 
international oil prices began to soften in 
1982 and then fall sharply in 1985-86. 

In the mid 1980s, Indonesia was at 
the cross-roads. There was a distinct pos- 
sibility that it might join that other, less 
distinguished club of developing coun- 
tries, the debt defaulters. The collapse of 
oil exports resulted in the current-ac- 
count deficit rising significantly. The rap- 
idly appreciating yen, in which over 30% 
of Indonesia's debt was denominated, 
further exacerbated the problems of ex- 
ternal indebtedness. 

Three main factors explain why Indo- 
nesia successfully avoided having to join 
the default club. 

First, more than any other major Opec 
nation, Indonesia had invested the wind- 
fall gains from oil wisely. To be sure, 
there was the Pertamina scandal of 1975- 
76, investments in uneconomic state en- 
terprises, and outright corruption. But 
resources were poured into agriculture 
and physical and social infrastructure. In 
consequence, Indonesia was transformed 
from being the world’s largest rice im- 
porter in some years in the 1970s, to 
achieving self-sufficiency in 1985. 

Secondly, policy reforms were intro- 
duced quickly and effectively. There 
were two large devaluations, in 1983 and 
1986, and a very competitive exchange 
rate was maintained thereafter. Major 
taxation reforms were introduced during 
the decade. The financial sector was lib- 
eralised in 1983 and 1988. Restrictions on 
foreign investment were progressively 
lifted. A series of trade reform packages 
removed many of the trade barriers 
which had been imposed in the 1970s 
and early 1980s. For example, exporters 
were placed on a free-trade footing, and 
the coverage of non-tariff barriers fell 
substantially, from 43% of imports in 
1986 to 13% in 1991. 

The results of these reforms are 
clearly evident in Indonesia's perform- 
ance since the mid 1980s. Economic 
growth rose markedly, although not to 
the dizzy heights of Thailand. Much of 
the growth came from newly emerging 


manufacturing export industries, which 
expanded by at least 25% each year. 
Consequently, Indonesia was able to di- 
versify quickly from its dependence on 
oil. 

The path to reform has been a rocky 
one on occasions. This was illustrated 
clearly in 1989-90 when loose monetary 
policy in the wake of the October 1988 
banking liberalisation resulted in very 
high growth in monetary aggregates and 
inflation accelerated to almost 10%. 

To cool an overheated economy, the 
government tightened both fiscal and 
monetary policy. Lending rates ap- 
proached 30% aided by new capital ad- 
equacy ratios imposed by Bank of Inter- 
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national Settlements. The most spectacu- 
lar casualty of the tight money policy 
was the collapse of Bank Summa. 

It now seems likely that Indonesia has 
come through this period relatively un- 
scathed and Indonesia's medium-term 
prospects are good. The country has 
maintained strong export growth even 
during the depths of the international 
recession. There is now a much more di- 
verse export structure than was the case 
a few years ago, so Indonesia is less vul- 
nerable to sudden movements in com- 
modity prices. Growth in 1993 is pro- 
jected to be around 6%. Inflation was 
over 3% in the first quarter of this year, 
but this was primarily due to price in- 
creases in the wake of the removal of the 
oil subsidy in the January budget. It is 
unlikely that prices will rise significantly 
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during the remainder of the year. 

If the macroeconomic indicators ap- 
pear reassuring, however, there are no 
grounds for complacency. Over the next 
25 years, the economic challenges will be 
different from those of the past, but 
equally daunting. A non-exhaustive list 
would include the following issues: 

The new cabinet: It is obviously too 
early to make definitive statements about 
the newly appointed team. However, it 
appears to mark the sharpest change in 
policy direction since the late 1960s. The 
cohesive and effective group of techno- 
crats who have managed economic 
policy for the past 25 years has largely 
disappeared. In part this is to be expected 
as an inevitable process of rejuvenation 
gets under way. And some of the most 
able technocrats, such as the central bank 
governor, remain in the cabinet. 

However, the key National Planning 
Agency, Bappenas, under Saleh Afiff, is 
now in the hands of a non-economist for 
the first time. 

Undoubtedly, too, the so-called "eco- 
nomic nationalist” and “technologist” 
camps have been strengthened. The ap- 
pointment of a coordinating Minister for 
Trade and Industry carries with it con- 
notations of guided industrial policy à la 
Japan's Miti, with all the potential for a 
strategy of picking winners (or, more 
commonly, losers) and a more intensely 
interventionist approach. The statement 
earlier this year by the influential Minis- 
ter for Research and Technology, Prof. 
Bachruddin Habibie, to the effect that 
Indonesia should now pay more atten- 
tion to technology policy rather than 
macroeconomic management, raises fur- 
ther questions about the future direction 
of economic policy. 

Many believe that these compo- 
sitional shifts within the cabinet reflect 
more deep-seated concerns. The reforms 
of recent years have not been without 
their critics, and there is a perception — 
almost certainly mistaken — that the 
benefits of the recent growth spurt have 
been enjoyed by only a few. Moreover, 
in their courageous decision to block 
many of the proposed “mega projects,” 
the technocrats of the last cabinet were 
known to incur the wrath of many indi- 
viduals closely connected to the highest 
centres of power in the country. 

But this is very much a “Suharto cabi- 
net” and if there is one lesson from the 
last 25 years of Indonesian economic 
management it is that the president 
moves swiftly when economic circum- 
stances dictate. There is no reason to be- 
lieve that the new cabinet will be any 
different from its predecessors in this 
fundamental respect. 

Fiscal performance and economic 
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committed to responsible 

development and the pres- 

ervation of the environment in order to improve the 

quality of life for the benefit of mankind. 
FOOD 

The Group's agro-business activities help pro- 
vide the most fundamental of all human needs - the 
need for food. 

The Sinar Mas Group has roots in the vegetable 
oil business, having begun operations | 
in this area more than 40 years ago. f£ 
Today, the Sinar Mas Group has $ 
modern refineries producing edible y 
oils and fats required by domestic 
consumers and , zT 
food industries ^ - : 
The Group also owns and e ET 
developsover 160,000 hectares = 
of plantations devoted 
to oil palm, tea, 
coconut, cocoa and; 
bananas. 

Through its vertically in- ve 
tegrated structure, the Group 1 FM 
has achieved significant 


market shares in agro-industry 





















EDUCATION 
Asone of the leading exporters of pulp and quality 


paper to over 40 countries, and with its dominant share 
of the printing and writing paper market in Indone- 
sia, Sinar Mas helps make learning possible. 

Its subsidiaries, Tjiwi Kimia and Indah Kiat pro- 
vide a model for Indonesia and the world in waste 
management, including their exemplary waste water 
treatment facilities. The Group also makes extensive 
use of recyclable paper products and bagasse in its 
pulping operations. 

The Group's activities in the pulp and paper 
industry adhere to strict environmental policies, in- 
cluding extensive reforestation projects, and maxi- 
mum use of forest plantations. 

QUALITY OF LIFE 
Sinar Mas works to enhance the 
quality of life with its wide range of 

financial services. Sinar Mas operates 
one of the most profitable local private 
EE penis] in Indonesia, Bank 
P Internasional In- 
donesia (BII), which actively 
supports programs such as the 
È World Wildlife Fund's en- 
: deavor to save the Javanese 
Rhinocerous. Through 
its consumer marketing program, BII 
contributes to this project for every 
new credit card issued. 

Sinar Mas has been selected to participate in the 






Sinar Mas means 






while adhering strictly to the national § “government sponsored program “Care '92”, de- 





X ‘Golden Rays,’ 
standards of health, safety and environ- _reflecting the signed to educate the public on environmental issues, 
mental protection. Tear pon ^em including pollution control and recycling. The Group's 


business activities. 


SHELTER 


From urban housing estates to luxury hotels, the 
Sinar Mas Group contributes to the essential 
human need for housing and shelter. 

As one of the leading developers in Indonesia, 
Sinar Mas ensures its diverse real estate projects are 
developed in harmony with the surrounding 
environment. The Group's interests include com- 
mercial real estate and office buildings, residential 
subdivisions and condominiums, shopping centers, 


industrial estates and golf course developments. 


activities in this program include providing loans to 
small businesses for waste management projects, and 
the purchase of materials for recycling purposes. 

With the source of its business and inspiration 
found in nature, the Sinar Mas Group is committed 
to responsible development through its environ- 
mentally sound policies and activities. 

Just as the rays of the sun give life to nature, so 
Sinar Mas shares the benefits of its success. 


P/N Sinar Mas Group 


a Wisma Bil, 4th floor, Jl. M.H. Thamrin kav. 22. 
GJ Jakarta 10350, PO Box 4295 JKT 10001, Indonesia. 
Tel.: (62-21) 310 4648, Fax : (62-21) 310 4468, 





independence: Indonesia’s economic na- 
tionalists and its international donors 
agree on one thing — the need for Indo- 
nesia to become fiscally more self-reliant. 
In the case of international donors this 
view derives from the fact that, as Indo- 
nesia’s income rises, the country will be- 
gin to graduate to a less concessional aid 
package. In an era of “aid fatigue,” more 
aid resources are likely to be directed to 
countries a good deal down the develop- 
ment ladder from Indonesia. 

In a country where nationalist senti- 
ment is still very powerful, notions of 
reduced dependence on foreign largess 
strike a sympathetic chord. However, if 
the provision of government services is 
to be maintained, the domestic fiscal base 
has to be strengthened. Following the tax 
reforms introduced progressively since 
1984, Indonesia has been quite success- 
ful in this respect. Non-oil domestic rev- 
enue is budgeted to rise by over 15%, 
within which the target for income tax is 
36%. These targets are technically attain- 
able. Perhaps more interesting than the 
purely technical issues are the political 
economy question marks. For much of 
the past 25 years, the Indonesian Gov- 
ernment's expenditures have been fi- 
nanced substantially by, in effect, foreign 
oil consumers and taxpayers. As the do- 
mestic tax effort gathers momentum, to 
what extent will the old adage of "no 
taxation without representation" come to 
apply to Indonesia? 

Mega projects and monopolies: For 
the first time in the nation's history, the 
late 1980s witnessed the emergence of 
large, domestically owned business con- 
glomerates, business empires which em- 
braced industry, agribusiness, banking, 

real estate, and many other sectors. 

This healthy trend towards agglom- 
eration has pitfalls in the Indonesian con- 
text. The first is the emergence of the so- 
called mega projects, a series of vast in- 
vestment proposals which surfaced dur- 
ing the heady days of financial excess in 
1990-91. The shopping list at one stage 
exceeded US$10 billion in a di- 
verse range of industrial sec- 
tors but with heavy concentra- 
tion in petrochemicals. 

There is nothing wrong 
with private companies in an 
unsubsidised environment em- 
barking on such projects. But 
in Indonesia there was mount- 
ing concern that such projects 
would require vast amounts of 
subsidised state bank credit, 
demand import protection and 
involve a government bail-out 
in the event of unsatisfactory 
financial performance. 

It was for these reasons that 





Saleh Afiff: new hand. 


the technocrats moved successfully to 
block such projects through the require- 
ment, introduced in September 1991, that 
foreign loans involving any state-related 
entity be vetted by a committee of very 
senior officials. This initiative seemed to 
be working successfully until April last 
year, when one of the projects, the 
Chandra Asri olefin plant, slipped 
through the net, being resurrected mys- 
teriously as a 100% foreign-owned ven- 
ture, even though the key backers are 
known to be three influential Indonesian 
businessmen. 

There is a very real fear in Jakarta of 
more “Chandra Asris,” especially in the 
context of a new cabinet where the tech- 
nocrats apparently will not possess their 
former clout. 

Closely related to the mega projects 
issue is that of monopolies, which in the 
Indonesian context refers specifically to 
the business operations of the politically 
powerful and well-connected. 

In its most blatant manifestations 
(such as the infamous clove trading mo- 
nopoly), privileged access to government 
facilities is a source of frustration to those 
less well-connected. It also has the po- 
tential to sour the foreign investment cli- 
mate. Some foreign firms are known to 
have taken a deliberate decision to avoid 
becoming large and visible for fear of 


infrastructure bottlenecks bug the economy. 
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commercial depredations. 

Keeping ahead of competitors: Over 
the past decade, Indonesia unquestion- 
ably has been one of the most successful 
cases of swift and sure policy reform in 
the third world. But the past provides no 
grounds for complacency. Indonesia is 
still a very poor country. Just to achieve 
Thailand's current per capita GDP, In- 
donesia will need to grow very fast — at 
7% per annum or more — continuously 
for some 15 years. 

Moreover, other countries in the re- 
gion and beyond are reforming and lib- 
eralising effectively. Mexico and Chile 
are likely to enjoy market privileges in 
North America at the expense of East 
Asian exporters. South China is growing 
at an explosive rate, competing vigor- 
ously for investment funds. With à 
changed outlook in Jakarta and China's 
apparently irreversible march down the 
market-oriented path, Indonesia's ethnic 
Chinese business community now have 
the option, effectively denied to them for 
40 years, of doing business with the 
mainland. Vietnam and India also are 
opening up. 

The implications for Indonesia are 
that it has to move quickly simply to 
keep pace with a fast-changing inter- 
national business environment. The 
supply-side, efficiency-enhancing re- 
forms introduced over the past few years 
need to be extended. There are serious 
bottlenecks in the areas of electricity, tel- 
ecommunications, road networks, har- 
bours, and skilled labour. The beginnings 
of the reform process in the large state 
enterprise sector are evident, but effi- 
ciency generally lags well behind that of 
internationally accepted norms, and the 
programme of privatisation was short- 
lived and appears to have run out of 
steam. There is also an unfinished 
agenda in trade policy reform, with some 
of the more politically sensitive areas 
(such as the automotive industry and 
much of agriculture) perhaps under- 
standably left until last. 

To dwell only on the prob- 
lems, however, is to underplay 
the many profound achieve- 
ments of the past few years. 
This is a regime with an estab- 
lished track record matched by 
few others. This very record is 
a source of optimism, that the 
challenges of the 1990s will be 
tackled just as effectively as 
those of the past 27 years. mW 
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Hal Hill is head of the Indonesia 
Project at the Australian National 
University, and Editor of the 
Bulletin of Indonesian Economic 
Studies. 
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Depositors queue outside Bank Summa in hope. 


Monitors Needed 


By Henny Sender in Jakarta 

he collapse of Bank Summa in 

| mid-December 1992 came as a fur- 

ther reminder that deregulation of 

the financial sector in Indonesia has been 
a mixed blessing. 

By the time Bank Summa was closed, 
some 70% of the bank’s assets were non- 
performing. This speaks of mismanage- 
ment that was so pervasive that many 
suspect that fraud and deliberate crimi- 
nal intent, rather than incompetence and 
inexperience, explain the debacle. 

Bank Summa had few credit lines 
with other banks when Bank Indonesia 
(BI) finally decided that the Soeryadjaya 
family, majority owners of Astra Inter- 
national, was not ready to come up with 
enough cash to bail out eldest son 
Edward, who was in charge of Summa. 
Many bankers refused to have any expo- 
sure to Summa since its creation five 
years ago, and virtually all who did be- 
gan breaking ties over a year ago. 

More disturbing than the collapse 
was the fact that the central bank could 
wait so long before dealing with the situ- 
ation at Summa, convincing many that BI 
still lacks the supervisory clout to deal 
with its charges in a deregulated envi- 
ronment. 

The private banks were first encour- 
aged in 1988. The point of the exercise 
was to make the state banks, particularly 
the five commercial ones face competi- 
tion. The private banks were expected to 


tap new sources of funds, setting up 
branches to bring more funds into the 
banking system. 

Soon after BI began to hand out bank- 
ing licences, virtually on request — the 
minimum capital was so low as to be 
meaningless — the central bank reduced 
reserve requirements from a prudent 15 
to 2%. That, when coupled with low in- 
terest rates, fuelled a credit boom. While 
deposits did grow dramatically, so did 
bank assets — and not all of them went 
into productive undertakings. 

Since then, many of the central bank's 
moves have been an attempt to restore 
control over this runaway system of 
headlong credit growth and undisci- 
plined lending. Tight money, introduced 
in 1990 and further tightened the follow- 
ing year, led to an end of many practices, 
including speculative real estate lending. 

BI has sought to curb inter-group 
lending, which is tricky, since the whole 
point of most applications for banking 
licences was to lend to the group in the 
first place. 

Top officials at Bi freely admit that 
deregulation of the banks has not been 
problem free. There are too many small 
banks among the 135 private banks pres- 
ently in existence, for a start. So they are 
trying to encourage small private banks 
to either liquidate or merge. But since 
most banks are part of large conglomer- 
ates, that will not be easy. "Face always 
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gets in the way," says one foreign ad- 
viser. 

The private banks have succeeded in 
one area, though; they have eroded the 
market share of the big state-owned 
banks. For the past few years, their share 
both of deposits and loans has been in- 
creasing; the state banks' edge is now al- 
most gone — though the failure of 
Summa sent a lot of money into the state 
banks, at least temporarily. And the cus- 
tomers they are wooing are often the best 
clients of the state banks. "We hope to 
do business with Indosat or Garuda," 
says Indra Widjaja, head of Bank Inter- 
national Indonesia, one of the largest of 
the private banks. "That would have 
been impossible in the past." 

But even that progress for the private 
banks has a dark underside for the au- 
thorities. If the state banks are left with a 
shrinking market and their least credit- 
worthy customers, how bright can their 
failure be? There are five state-owned 
commercial banks. In 1992 they became 
joint stock companies, with the state re- 
taining 100% control. Three years ago, 
when the Jakarta Stock Exchange was 
still booming, there was talk of privatis- 
ing the state banks — which was unreal- 
istic then and is even more so now. 

Two of the state banks, Bank Bumi 
Daya and Bank Dagang Negara, are in 
such bad shape that they have been for- 
bidden to expand their loan portfolio on 
a net basis at all in 1993. Bank Rakyat 
Indonesia (BRI), the largest of the state 
commercial banks, with Rps 23 trillion 
(US$11.2 billion) in assets as of the end 
of March 1992, is also operating under 
all sorts of restrictions imposed by the 
Ministry of Finance with advice from the 
World Bank. Only specialised Bank 
Ekspor Impor Indonesia and Bank Ne- 
gara Indonesia (whose combined assets 
are about the size of BRI's) have relative 
independence, thanks to prudent man- 
agement. 

Since last September, the five state 
banks have been more strictly monitored 
by the Ministry; each has had to come 
up with an action plan, detailing how it 
intends to deal with bad loans. 

The strides made on the broad eco- 
nomic front contrast with the disarray in 
the banking sector. Last year the country 
grew at a respectable 6% rate and while 
interest rates were allowed to soften once 
again, the rupiah, depreciated only a 
modest 3.4% against the US dollar. This 
year will be a critical one for the banks 
but it is still too early to know whether 
Mar'ie Muhammad, the new minister of 
finance, will be as committed as his pre- 
decessor, J. B. Sumarlin to cleaning up 
the banks. If so, it is a task that will re- 
quire much commitment. ui 


22 APRIL 1993 





As Indonesia's second largest... 






cement TON and leading o oo R, 






; ready - mixed. concre te operator, qu D pow 
7 we e help ae literally to build the : B eem | 
^t cou ntry, as TE. dev elops and ds p 


| ( industrializes We' ve expanded our pee A 





S an nual capacity to 3 million to ns | p. US B 


b sd and incorporated the latest o ce cement n1 






sing technology. 


E And | like Indonesia, we Te es : 
a growing: to to meet tthe demand [ 






tege organ 

e v p" come t think c oti - 
makes us much more than a cement n 

company. It makes us a solid 











PT SEMEN CIBINON e 


Es junior beim: contact The Finance Director, PT Semen Cibinong. 
oo. JL MT Haryono  Kav 12. Jakarta, . 
Tal. 62.21. 8190808 Fax 62.21.8198362. 





STOCKMARKETS 


Market Settles Down 


By A Correspondent in Jakarta 


rokers returned from the week- 
long Idul Fitri holiday in March in 
high spirits. After a quiet second 
half in 1992, the stockmarket index and 
trading volume were both up and there 
was the promise of good bonuses. 

But . . . In what is in danger of be- 
coming time-honoured fashion, good 
news merely preceded bad. On 29 
March, five of Indonesia’s largest and 
most actively traded stocks were sus- 
pended in a scandal over forged share 
certificates. 

Not that the companies — Indah Kiat, 
Indorayon, Inco, H. M. Sampoerna and 
Semen Gresik — were to blame. Two 
fraudsters had sold up to Rps 12 
billion (US$6 million) high-qual- 
ity forgeries into the market, 
taken the cash and fled the coun- 





But after the boom-to-bust 
cycle of 1990-91, when the com- 
posite index crashed from 682 to 
225, the Jakarta stockmarket has 
been trying to shake off its im- 
age as a high risk place. 

Investors still recall Bank 
Duta’s failure to report US$419 
million in foreign exchange 
losses prior to its 1990 flotation, 
Argo Pantes’ earnings being 
way lower than forecast on flo- 
tation and, of course, the liqui- 
dation of Bank Summa, pri- 

vately-owned by the Soerya- 
djaya family, who had to sell 
their majority stake in blue-chip 
automotive giant Astra International to 
avoid bankruptcy. 

The latest scandal over forged certifi- 
cates is small in comparison, but has fur- 
ther weakened investor confidence and 
sparked recriminations between local 
and foreign brokers about who will pay 
for the losses. 

Paul Schulte of Credit Suisse First 
Boston in Hongkong believes American 
fund managers may get nervous as they 
have only just entered the Jakarta mar- 
ket. In Hongkong, he says, investors will 
be less concerned as they have seen it all 
before in the region. 

The forged certificates may have 
been in circulation for several months 
before being discovered, say brokers. 
Their high quality — the certificates 
passed ultra-violet tests for watermarks 
and were correctly numbered — has led 


to fears more forgeries will be discov- 
ered. 

Whilst President Suharto has ordered 
an investigation into the affair, the dam- 
age to market sentiment has been done. 
As Peter Arkell, head of research at 
Barclays de Zoete Wedd in Jakarta ex- 
plains: “Foreign investors dislike these 
scandals. Indonesia has some good, 
solid, undervalued companies but for- 
eigners will not buy into them if they do 
not trust the market.” 

Before the certificate scandal, the au- 
thorities had taken steps to improve mar- 
ket regulations over the past year. List- 
ing requirements for companies were 





Anxiety after holiday — struggling against cycles. 


tightened last June, setting minimum as- 
sets of Rps 20 billion, equity capital of at 
least Rps 7.5 billion and paid-up capital 
of more than Rps 2 billion. 


Companies can now be struck off if 


they record losses for three consecutive 
years, if they do not trade for more than 
six months or if financial reports are late 
or fail to meet accounting standards. 
The exchange — the Bursa Efeic Ja- 
karta (BEJ) — says companies making in- 
ternal acquisitions must obtain the ma- 
jority approval of shareholders, in effect 





giving minority shareholders the power 


of veto. 

A contentious regulation to limit the 
differential in price foreigners were will- 
ing to pay for some stocks over local in- 
vestors has been removed. The regula- 
tion decreed the foreign price could be 
no higher than 25% above the local price. 
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This led brokers either first to trade up 
the price on the local board or officially 
to deal within the 25% ceiling but ar- 
range for the buyer to make an addi- 
tional payment. 

“It was a nightmare dealing with for- 
eign clients. We had to tell them, ‘Yes, 
the price on the board says one thing, 
but to get shares you must pay signifi- 
cantly more.' It was a crazy system," 
notes the head of a foreign brokerage 
house in Jakarta. 

Even with these changes, however, 
many brokers still regard the Jakarta 
market as poorly regulated. In part, the 
fault lies with government for failing 
to make clear the division of authority 
between BE] and Bapepam, the gov- 
ernment's capital markets supervisory 
body. Acute understaffing has led to 
BE] failing to be able inspect every 
broker once a year. Instead, its officials 
now must struggle to audit more than 
one a month. 

In the aftermath of the 
forged certificates scandal, BE] 
conceded that 30% of share cer- 
tificates for listed local com- 
panies fail to meet security 
printing standards, described as 
a “potential nightmare,” by one 
broker. 

Some brokers are deter- 
minedly optimistic that idio- 
syncracies in the market can be 
ironed out. If the programme 
towards computerised settle- 
ment and trading can be 
speeded up and further bad 
news avoided, the Jakarta mar- 
ket could still have an attractive 
future. 

Some brokers argue the mar- 
ket is now undervalued and ex- 
pect the index to climb to 350 
points-plus by the end of the 
year. The steady fall in interest rates 
should ease companies’ finances, whilst 
lower inflation, a reduced current-ac- 
count deficit and higher non-oil exports 
should provide comfort in the economy 
to foreign investors. 

The decision last October to allow for- 
eigners to buy shares in banking stocks 
was greeted with a warm response. Al- 
though the banking sector, dominated by 
state banks, is burdened with non-per- 
forming loans, foreign investors have 
taken the opportunity to buy into the 
more respected private banks. 

Since October many bank shares have 
bucked the market trend and risen sig- 
nificantly, Bank Bali rising 35%, Bank In- 
ternational Indonesia climbing 28% and 
Bank Niaga up 19%. 

Whilst earnings growth in 1992 was 
stagnant and there is wide disagreement 
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about potential earnings this year — es- 
timates from major broking houses range 
from 3-18% growth — investors are al- 
ready showing signs of picking stocks on 
the basis of 1994 earnings. Baring Securi- 
ties forecast earnings growth of about 
3.5% in 1993, but rising to 18.7% next 
year. 

There has been strong foreign buying 
in Semen Gresik, which supplies cement 
to the fast growing East Java province. 
Its net profits are forecast to decline 45% 
this year as the company takes up the 
cost of a new 2.3 million tonnes a year 
plant but to rebound in 1994. 

As Sian Hansen, emerging markets 
analyst at Crosby Securities, explains: 
“Investors should take a long-term per- 
spective of Indonesia. The stockmarket 
may be turbulent but, with a huge do- 
mestic population, the country has enor- 
mous untapped potential.” 

Of the 15 new issues last year, most 
were met favourably. Argha Karya, a 
producer of plastic film for packaging 
listed last December, has seen its share 
price climb nearly 30%. Shares in 
Matahari Putra Prima, the largest depart- 
ment store chain in Indonesia listed the 
same month, have risen 84%. 

Against a background of demand for 
expansion of power supplies, there was 
strong foreign interest in new cable and 
power companies. Kabelindo's shares 
have risen 83% since listing in June and 
Jembo Cable has risen over 30% since 
coming to the market in November. 

Anthony Rawlinson, head of cor- 
porate finance of Jardine Fleming 
Nusantara, says the quality of the com- 
panies coming to the market is improv- 
ing. New companies coming to the mar- 
ket need to get their forecasts right and 
be priced sensibly, an accepted standard 
Indonesian companies are beginning to 
conform to,” he explains. 

The principal exception to the rule in 
the past year was Plaza Indonesia, owner 
of a hotel and shopping mall in central 
Jakarta. Foreign brokers say the issue 
was overpriced and the offer taken up 
mostly by state pension funds. 

New issues have been an important 
source of income for foreign brokers who 
have been struggling against the mar- 
ket’s low turnover — US$13.2 million on 
average in 1992. 

Investors anticipating the Jakarta mar- 
ket to pick up to the point where it could 
match Bangkok's US$100 million daily 
turnover will have to wait a little longer. 
Instead of recovery, in the short term 
analysts expect volume to remain de- 
pressed and a possible shake-out of bro- 
king houses with the weaker domestic 
participants closing their doors to busi- 
ness. E 





Massive offshore oil and gas reserves wait to be unlocked. 
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Natuna’s Natural Riches 


By Carl Goldstein 


ndonesia’s hopes of boosting natural 

gas exports will get a lift if US energy 

giant Exxon and state oil company 
Pertamina complete marathon negotia- 
tions on terms for exploiting the giant 
Natuna Sea gas field in the next few 
months, as expected. 

Bringing the field — with its esti- 
mated 45 trillion cubic feet (tcf) of re- 
coverable gas — into production will be 
Indonesia's biggest step yet towards 
maintaining foreign exchange earnings 
in the face of a dwindling crude oil 
stream. 

The two sides reached agreement in 
December on the chief financial terms, 
but talks continue on tax and environ- 
mental matters, as well as efforts to lock 
in long-term supply contracts with 
Japanese utilities, who will buy the lique- 
fied natural gas (LNG) from the field. 

Jakarta has ev ery incentive to bring 
the agreement to an early conclusion. In- 
donesia has long been Asia's biggest ex- 
porter of oil and gas. But it faces the pros- 
pect of becoming a net oil importer within 
three or four years, according to many 
analysts. This will have a big impact on 
the country's balance of payments, de- 
spite the spectacular success achieved 
over the last decade in reducing the coun- 
try’s reliance on hydrocarbon exports as 
a source of foreign exchange. 

By 1992 oil and gas exports share of 
the total had fallen to 32% from 80% in 
1982, according to preliminary figures for 
the year. Still, even that reduced share 
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amounted to a cool US$9.7 billion for the 
first 11 months of 1992 — not an easy 
sum to replace with earnings from other 
types of products given the sickly eco- 
nomic conditions in Western Europe, Ja- 
pan, and the US. 

What troubles officials the most is the 
fact that crude oil sales, long the biggest 
component of those earnings, appears 
likely to begin a slow decline over the 
next few years — even if the govern- 
ment's optimistic forecast of major new 
discoveries during that time frame 
proves true. G. A. S. Nayoan, senior vice- 
president of exploration and production 
for state oil company Pertamina, told the 
REVIEW he hoped to maintain crude out- 
put at the current level of 1.4 million bar- 
rels per day (bpd) until the end of the 
decade, and then at 1-1.3 million bpd in 
the following 20 vears. 

Domestic consumption has grown an 
average of 9% a year during the last five 
vears, though the Ministry of Mines and 
Energy reckons it will slow down dur- 
ing the next five years, to 6.2%. Even so, 
Indonesia will be hard pressed to keep 
exports at last year's level of 986,000 bpd. 
The Ministry's Director-General for Oil 
and Gas, Suyitno Patmosukismo, says 
Jakarta will import increased amounts of 
heavier, Middle East crude for domestic 
use in order to maintain exports of the 
lighter (and higher value) Indonesian oil. 

Most of Indonesia's producing oil 
fields are well past their prime. Keeping 
output up at ageing fields can be done 
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— but it is expensive. At the Dun 
field in central Sumatra, Caltex of the US 
is spending US$2.5 billion on an en- 
hanced recovery project. Still, it would 
appear to be money well spent; already 
the effort has lifted output beyond 
150,000 bpd, from 40,000 a few years ago. 
Caltex believes the project will peak at 
about 300,000 by 1996. 

But there are few producing fields 
that offer such rich rewards from the use 
of enhanced recovery, which often in- 
volves injecting steam into oil reservoirs. 
At the nearby Minas field, the source of 
Indonesia’s benchmark Light Sumatra 
Crude, engineers pump 1 million barrels 
of water a day into the reservoir in order 
to keep oil flowing at around the current 
325,000 bpd. 

Thus natural gas has loomed ever 
larger in the country’s energy plans, both 
for export and for domestic consump- 
tion. Not that gas is new to Indonesia's 
energy mix. The first ex- 
ports of LNG began in the 
late 1970s, and by now 
Indonesia is the world's 
biggest LNG exporter. 

Just under 23 million 
tonnes were exported 
last year, mainly to 
Japan, with smaller 
amounts going to South 
Korea and Taiwan. But 
demand for LNG is grow- 
ing rapidly in northeast 
Asia, and Indonesia is 
straining to keep up. Ja- 
karta's long-term cus- 
tomers are looking for 
assurances that there will 
be enough gas when cur- 
rent contracts begin ex- 
piring later this decade. 

For the short term, 
construction of the F 
train — production line — at the 
Bontang LNG facility in East Kalimantan 
plus solving bottlenecked procedures at 
existing trains there and in Arun, in the 
northern Sumatran province of Aceh, 
will push export capability up to 27.3 
million tonnes. 

But the gas deposits the two existing 
LNG plants feed from will not permit sig- 
nificant expansion beyond that level. For 
this, Indonesia must rely on the Natuna 
field. 

Located 1,100 km north of Jakarta and 
600 km northeast of Singapore in the 
South China Sea, the giant field was first 
discovered in 1973. Esso Indonesia, a 
subsidiary of US oil multinational Exxon, 
entered into a production sharing con- 
tract in 1980 for the field — one of the 
three or four largest reservoirs in the 
world. But the mammoth price tag for 
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developing the deposits — estimates run 
as high as US$17 billion in current dol- 
lars, or US$32 billion in so-called “dol- 
lars of the day” by the time production 
could begin around 2000 — led to a long 
stalemate between the US company and 
the Indonesian authorities over how best 
to split the costs. 

Another sticking point was the high 
71% carbon-dioxide content of the gas. 
The technical means for removing it ex- 
ist. Indeed, Exxon is considered a leader 
in utilising such technology, which in- 
volves reinjecting the carbon dioxide into 
nearby limestone aquifers for permanent 
burial. However, it has never been un- 
dertaken on a scale approaching this, and 
doubts persist as to whether the waste 
gas could migrate back to the surface — 
a major environmental risk. 

[Increased domestic utilisation of natu- 
ral gas is just as important to Indonesia's 
future energy plans. Included within re- 


- s LI b-— F 2 a L - 
7 í i pe. a sme 1 T O 
Ao * Mio be (I Oe a A E Wu ra; "Y 





LNG — fuel of the future, now sought in its own right. 


coverable gas reserves in excess of 100 
tcf are some 84 tcf in structures too small 
to support LNG exports, but big enough 
for local exploitation. 

A World Bank report estimates that a 
gas transmission network connecting gas 
fields and industrial users and power 
stations in Java could be built for about 
US$6 billion. This is no mean sum, but 
the report further predicts this would 
permit non-exportable natural gas to re- 
place the equivalent of about 1.3 billion 
barrels of oil during the 10 years ending 
in 2004, which at current oil prices would 
be worth US$21.5 billion. 

The first step in making this a reality 
is already well advanced. The Bali North 
gas field is being developed by Atlantic 
Richfield Indonesia, a subsidiary of US 
oil company Arco. With an estimated 2.5 
tcf of recoverable gas, it is the first to be 
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aimed wholly at the domestic market. 
The field was discovered in 1976, but 
development did not begin until 1990. 

A joint venture between Bimantara 
Citra, which is controlled. by a son of Pre- 
sident Suharto, and Nippon Steel of Ja- 
pan are building a 420 kilometre, US$450 
million pipeline from the field to a power 
plant and other industrial users in east 
Java. The first gas is scheduled to begin 
flowing by the end of the year. 

But oil will remain a crucial part of 
the equation for years to come. To keep 
up the flow, and to address foreign oil 
companies' complaints about the inad- 
equacy of exploration incentives, Perta- 
mina last August announced sweetened 
terms, for the third time in four years. 

One focus of the changes was to im- 
prove the financial terms for exploring 
for oil in deep waters or less accessible 
regions in eastern Indonesia. Another 
was to encourage exploration for gas as 
an end in itself, rather 
than a by-product of the 
process of looking for 
oil. 

The 85-15 revenue 
split in favour of Perta- 
mina for new oil found 
in traditional areas 
remains in force. But 
the split can now im- 
prove to as high as 60-40 
for gas production in 
7 deep water or the east. 

Last year's incentives 
package will not have a 
revolutionary effect on 
foreign oil company will- 
ingness to spend money, 
but over a number of 
years it should help In- 
donesia maintain its 
share of worldwide ex- 
ploration expenditures. 

Foreign firms spent an average of 
US$3 billion a year in Indonesia during 
the last five years. Some US$1 billion of 
that amount went for exploration. These 
activities yielded new oil on the order of 
200 million barrels a year, but much 
higher levels of new finds will be needed 
to stave off the decline in Indonesia's oil 
output. 

A glimpse of how oil companies can 
afford to spend such huge sums came in 
a recent report from Maxus Energy, a 
Dallas-based oil independent which pro- 
duces more than 200,000 barrels a day of 
oil from its fields in southeast Sumatra. 
The company said it spent US$3.07 a bar- 
rel to find and develop new oil and gas 
in 1992. But with world oil prices hover- 
ing around US$18 a barrel, even with the 
large cut taken by host governments, 
that's not a bad profit. * 
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Power to the People 


By A Correspondent in Jakarta 
ncouraged by growth potential, 
E cheap labour and government in- 
centives, more than 1,000 manufac- 
turers have gone out and built factories 
in West Java — only to find they have 
not got the electricity to run them. 

This is what power shortages mean 
for business. 

While financial liberalisation has at- 
tracted the investment to build the facto- 
ries, the lack of power has left machinery 
standing idle. 

State power utility PLN has been 
caught out by the rapid growth of export 
industries in the last five years. The na- 
tional grid, with an installed capacity of 
about 10,000 MW, has proven inad- 
equate to provide industrial needs. As a 
result, many companies have been 
forced to set up their own plants and 
generating capacity in private hands is 
equal to that of the grid. 

In response, backed by international 
donors such as the World Bank and the 
Asian Development Bank, the govern- 
ment has drawn up plans for a US$30 
billion investment into the grid in the 
current decade. 

Six coal-fired and combined cycle 
projects are currently being prepared or 
are under construction by PLN: a 1,800 
MW expansion of the Suralaya station in 
East Java, to be completed by October 
1997 at a cost of US$2.4 billion; a 65 MW, 
US$126 million, extension of the Bukit 
Asam station by 1995; two 100 MW units 
at Ombilin in West Sumatra at a cost of 
US$390 million, to be in operation by 
1996; the completion of the US$957 mil- 
lion, 1,500 MW, Gresik station in East 
Java; and two plants in Jakarta at Muara 
Karang (500 MW) and Tanjung Priok 
(1,180 MW) to cost US$236 million and 
US$820 million respectively. 

There are also plans to develop 
hydropower in Java and Sumatra. A 
US$378 million, 500 MW extension to the 
Cirata plant on the River Citarum in 
West Java should be completed by 1997, 
whilst the US$364 million, 180 MW 
Singkarak plant in West Sumatra should 
be ready in the same year. Between 1995- 
2000, hydropower stations in Maun and 
Jati Gede in Java, and at Merangin in 
Southern Sumatra are planned with a 
combined capacity of 686 MW and a cost 
of US$1.1 billion. 

The government is also pressing 
ahead with its rural electrification plans 
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More villagers are turning to solar power. 


which include a US$500 million proposal 
to provide single-panel solar systems, 
such as that developed by BP Solar, to 
one million households by 2000. Solar 
energy is also being highlighted as a 
means to supply medium-scale applica- 
tions such as village water systems, rural 
health clinics, and television and tele- 
communication repeater stations. 

These developments will stretch the 
financing resources of PLN and Indone- 
sia’s donors to the full. They will, how- 
ever, be inadequate to provide for ex- 
pected demand which is growing nation- 
ally at more than 10% a year and 16% on 
Java and Bali. As Dr Arismunandar, di- 
rector-general at the Ministry of Mines 
and Energy, explained recently: "A 
shortage of electricity is expected to oc- 
cur... if the supply is to rely on PLN's 
current investment programme." 

Industry officials say PLN requires 
drastic restructuring if it is to meet fu- 
ture demand and operate on a commer- 
cial footing. On customer tariffs alone, 
PLN is selling electricity at about 10% be- 
low the cost of supply, entailing a Rps 
600 billion subsidy in 1991. 

As à first step in the sector's overhaul, 
the government has asked private com- 
panies to build, own and operate power 
stations linked direct to the national grid. 
The target is for one-third of the grid's 
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required investment to come from the 
private sector with PLN purchasing elec- 
tricity from the private plants on long- 
term contracts. 

What sounds good in theory, how- 
ever, has proven difficult in practice. As 
the first step in a private power pro- 
gramme, in late 1990 the government in- 
vited offers for four 600 MW coal-fired 
units at the Paiton plant in East Java to 
be built in two phases. Five other plants 
in Java and one in Kalimantan with a 
combined capacity of about 2,000 MW 
have since been put out for bids. 

The first to show an interest in the 
Paiton project were the Bimantara Citra 
Group. Bimantara formed a consortium, 
first with the Hopewell Group of Hong- 
kong, then with Intercontinental Electric 
Inc. of the US. 

But last May, after months of political 
infighting, the government awarded the 
first phase, worth about US$2 billion, to 
a rival consortium of Mission Energy and 
General Electric of the US, Mitsui of Ja- 
pan and Batu Hitam Perkasa, an Indone- 
sian coal mining company headed by 
Hashim Djojohadikusumo. 

Completion of the first phase, how- 
ever, is still not a certainty. Protracted 
negotiations led to an investment licence 
being issued in February, but the tariff at 
which the Mission Energy consortium 
will sell electricity to PLN has yet to be 
agreed, without which financing cannot 
be arranged. 

“The government has dived into the 
deep end with Paiton. The project's too 
big, too complex and has become too 
political. But it can't afford to fail if the 
private power programme is to be kept 
on track," says one project official. 

Friction between the consortium and 
the government may be behind the lat- 
ter's decision last August to invite Sie- 
mens of Germany and Bimantara to 
build the plant's second phase, also 
worth US$2 billion. 

Donors say the Paiton saga, now in 
its third year, is making other respected 
private utility companies wary of invest- 
ing in the sector. They also complain the 
private power programme is being mis- 
used by some politically well-connected 
companies to lobby for monopoly rights 
to supplv electricity to key industrial es- 
tates near Jakarta. 

Against this background, donor sug- 
gestions that PLN's Java operations be 
progressively privatised and separated 
into five autonomous units, one to gen- 
erate electricity and four units to distrib- 
ute it, seem like flights of fancy. Unless 
the government takes action, however, 
the danger is that companies will tire of 
having their factories dormant for lack of 
power and look elsewhere to invest. @ 
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International export-quality brands, made in Indonesia 


At PT. Suba Indah we have been manufacturing quality food for 16 
years, our own brands, private label "house" brands and a growing 
number of international names, from Italian salad dressing and real 
Caribbean rum to authentic Japanese noodles. 


You've probably heard of the names Suntory, Hunt's, and Seagram's. But 
the chances are you won't have heard of us. 


Until now. 


PT. Suba Indah. We are part of the Hero Group, the largest food retailing 
organisation in Indonesia. And Indonesia, with over 180 million people 
is the largest consumer foods market in S.E. Asia. 


We are seeking new opportunities to expand our export trade into Asia 
and beyond. 


PT. Suba Indab is the exclusive licensee of Hunts, Sunquick, Mansion House, Herman Jansen, Hakbutsuru, Suntory 
sports-drink, and a number of selected Seagram's and Pernod Ricard products, for tbe territory of Indonesia 
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To find more about us please clip the coupon and mail us your 
details or business card. Or give Mr. Harianto Gunawan and | 
Mr. Kristanto Wibowo a call. Phone:8711334, 8711335, 8710303, | 


8710547. Fax: 8711391. Telex: 48535 HERO IA. | 
Name IIE TERE RU RO RCM WEIT Ute EIN | 
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Company AUCIS: Fruiting | 
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TOURISM 


Fun Way to Profit 


By A Correspondent in Jakarta 


eople seem to be obeying the ex- 
[^ hortation "Visit Indonesia." With 

the decade devoted to the cam- 
paign still in its infancy, the results are 
proving more successful than even the 
government hoped. 

Growth in the number of visitors and 
tourism income are both racing well 
ahead of forecasts. The almost 3.1 mil- 
lion foreign tourists who arrived last year 
bought in US$3.2 billion, 
making tourism the third 
largest export earner from the 
non-oil and gas sector after 
textiles and processed wood. 

That is more than four 
times the US$788 million the 
sector earned just five years 
earlier. And by the end of the 
decade, the industry 
could be earning around 
USS10 billion a year in 
foreign exchange. This on 
an overseas promotion 
budget that lags well be- 
hind regional neighbours 
competing for tourist dol- 
lars. Indonesia spent only 
about US$5 million in 
1991 selling "Visit Indo- 
nesia Year," compared 
with US$40 million by 
Malaysia in its 1990 
"Visit Malaysia Year," ac- 
cording to the Tourism, 
Post and Telecommuni- 
cations Ministry. Indone- 
sia's promotional budget 
remained unchanged last 
year. 

Highlighting the fur- 
ther potential for growth 
without massive expenditure, a recent 
survey found 41.7% of tourists chose In- 
donesia after hearing about it from 
friends, rather than through advertising. 

New Tourism, Post and Telecommu- 
nications Minister Joop Ave is a flam- 
boyant and energetic personality, who is 
expected to help raise the industry's pro- 
file. 

Annual growth in foreign visitors to 
Indonesia is running at 24%, well ahead 
of earlier estimates of 15%. Up to 9 mil- 
lion tourists are expected in 2000, mak- 
ing Indonesia the 20th most popular des- 
tination in the world. It is now 28th and 
was 33rd just two years ago. 

Indonesia’s tourist growth is very at- 














Tips from friends bring in the tourists. 


tractive to foreign investors. Hotel devel- 
opment accounted for 48% of the US$8.8 
billion foreign investment approved in 
1990, according to government figures. 
Tourists fall into two main categories: 
the ^weekenders" who come for a few 
days from Singapore, Malaysia and even 
Australia — some of them on a stop-over 
on a longer tour — and the longer 
stayers. Domestic tourism is negligible 
in comparison. 
The country's 
almost 185 mil- 
lion people 
earn on average 
US$650 a year, 
making travel 
an unafford- 
able luxury for 


` "m... 


most. Those who can travel generally 
choose to go overseas. 

Indonesia’s tourism success story is 
not without its problems. The vast ma- 
jority of tourists currently concentrate on 
Bali, Jakarta, Jogjakarta, Medan and Riau. 
Then again, more than one quarter come 
from Singapore, mainly taking the 35- 
minute sea trip to Batam for a quick trip 
and should hardly count as tourists at 
all. Efforts to get more tourists into more 
areas — and spending more money — 
face several obstacles, in addition to the 
need for more marketing. 

Outside major tourist areas, infra- 
structure and reliable supplies remain a 
problem. Transport links around this 
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country of more than 13,000 islands un- 
derdeveloped. “I’ve been thinking of the 
difficulties to reach, for example, the 
Komodo island in Nusa Tenggara,” said 
departing Tourism, Post and Telecom- 
munications Minister Soesilo Soedarman 
recently. The island is home to the fa- 
mous Komodo dragon, a giant lizard 
considered one of Indonesia's unique at- 
tractions. Tourism should reap the ben- 
efits of national efforts to improve air, 
sea and land communications already 
under way. 

Then there is the need for a more 
skilled workforce. Many in the tourism 
industry mean well, but lack the neces- 
sary training to give the kind of service 
international tourists expect. To change 
this, training courses have blossomed 
with government encouragement. There 
are now 60 institutes of hotel manage- 
ment and 31 academies for training staff 
in tourist industry skills. 

According to a recent survey by the 
Central Bureau of Statistics, toursists vis- 
iting Indonesia stay an average of 12 
days, spending US$980 each — includ- 
ing accommodation — 
during their visit. The 
survey found, as to be 
expected, the further the 
distance travelled from 
home, the longer the 
tourist stayed. Dutch 
tourists, for example, stay 
an average 23.5 days. 

Most spending goes 
on accommodation 
(31%), souvenirs and 
shopping (20%), food 
and drink (17.5%), recrea- 
tion and entertainment 
(13.3%) and transport 
11%). 

The biggest spenders 
are tourists from Japan, 
who part with US$1,700, 
and Germans, who spend 
an average US$1,588 dur- 
ing their stay. Visitors 
from the neighbouring oil-rich Sultanate 
of Brunei tend to come for short spend- 
ing splurges: they go through US$356 a 
day, but stay just three days. 

Singapore remains far and away the 
single biggest source of visitors. But at 
26.4% — more than double second- 
placed Japan, which provides 12.9% of 
visitors — this figure is distorted by the 
short trips to Batam. 

Of the other more genuine sources of 
visitors, Malaysia accounts for 11%, Aus- 
tralia 7.7% and Taiwan 7.2%. 

Perhaps reflecting perceptions of In- 
donesia as an easy, well-run destination, 
more than 68% of tourists travel indepen- 
dently, rather than as part of a group. m 
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Cities grow big. 
Jakarta grows green, too. 


J akana today has become one of the fastest growing 
capital cities in the world. We've come a long way since those 
bygone Batavia days. The 638-sq kilometre city is the home 
of 8 millions of people and glitters on the Equator like 
a newly-found jewel. But growth usually takes a dear toll on 
natural growths. Not so in Jakarta 


For years, green has been the colour of Jakarta. 


This year, when the whole country celebrates 
the Year of the Environment, we keep it ever greener 
Yes, we cut down trees; but we plant more in comparison 
And the cool, lush grass has been such an inherent 
feature in every Indonesian home that the ground is 
always greener in this part of the world. 


When you get here, don't just look up at the skyscrapers 
Look around and see just how green a city can be. 
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FAMILY 


PLANNING 


Spreading the Word 


By Margot Cohen in Jakarta 


ost of the nations that flocked to 
Jakarta last September for the 
meeting of the Non-Aligned 
Movement (NAM) had only one thing in 
common: population growth that threat- 
ens their development — not to mention 
the earth’s resources. 

No wonder, then, that family plan- 
ning has emerged as a key component of 
South-to-South cooperation under the 
tutorship of NAM chairman President Su- 
harto, long recognised for his achieve- 
ments in curbing Indonesia’s own birth- 
rate. In showing other countries the way 
to the “small, happy, and prosperous 
family,” rubber-rich Indonesia also 
hopes to prosper, by developing markets 
for locally manufactured con- 
traceptives. 

Indonesia’s Own success is 
well documented. With vastly 
bigger numbers of people, it 
has the highest ratio of contra- 
ceptive use and the lowest 
population increase rate in 
Southeast Asia after Singapore 
and Thailand. The use rate of 
modern family planning meth- 
ods in Indonesia is 47% of mar- 
ried couples, compared with 
30% and 22% in Malaysia and 
the Philippines respectively, 
and its population is increasing 
at an annual rate of 1.7%, com- 
pared with those two neigh- 
bours at 2.5% and 2.4%. 

Goaded by environmental 
concerns expressed at the Rio 
summit last year, some interna- 
tional donors have responded 
eagerly to Indonesia’s initia- 
tives. The Japanese have just 
offered US$500,000 for Indone- 
sia to advise family planning 
programmes in other countries, as yet 
unspecified. And France has committed 
US$] million in the hope that Indonesia 
will help to mobilise population control 
programmes in some former French 
colonies. 

At the end of this month, Indonesian 
family planning officials and French cul- 
tural advisers will depart on a 25-day 
mission to Senegal, Madagascar, the 
Ivory Coast, Laos and Vietnam on a fact- 
finding mission. Cambodia is also on the 
list, but officials are waiting for the situa- 
tion there to stabilise. 

“If something has to be done, it is not 





us [developed countries] who can do it. 
It is the developing countries," says 
Serge Verniau, French attache for techni- 
cal cooperation in Jakarta. 

In Africa, the Indonesians will be 
starting from the ground up. According 
to UN statistics, virtually no one is using 
contraception in Madagascar, a country 
of 12 million with a frightening 3.2% 
population growth. In Senegal, a country 
of 7.4 million, only 2% of couples are 
using modern contraceptive methods. 
And among the 12.6 million people 
living in Ivory Coast, only 1% of couples 
use modern methods. 

In Vietnam, work has already begun. 
This country was the first to forge a bi- 





The emphasis is on small, happy and prosperous families. 


lateral agreement with Indonesia on fam- 
ily planning. Since the signing ceremony 
in April 1992, one study mission has 
been sent to evaluate Vietnam's family 
planning needs. A five-year plan is now 
being formulated, as w ell as a newly de- 
signed supply system for contraceptives. 

The Indonesians have been very im- 
pressed by the high level of Vietnamese 
political commitment to the programme 
says Haryono Suyono, chairman of the 
National Family Planning Coordinating 
Board, newly appointed to Suharto's 
cabinet with the concurrent title of Min- 
ister for Population. 
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Aiming at the top, President Suharto 
will issue letters this month to all non- 
aligned heads of state, asking them to 
follow up on the agreement at the Ja- 
karta summit on the "importance and 
urgency" of the population question. 

Indonesia will also continue to host 
observation-study tours for nations ea- 
ger for a first-hand look at family plan- 
ning activities here. With the help of do- 
nors' funds, Bangladesh has sent 427 
people to listen and learn. In less than 
five years, the contraceptive prevalence 
rate there has jumped to 31%. On the 
other hand, Pakistan, with only 66 par- 
ticipants, has shown little progress, with 
a modern contraception use rate of only 
12% and a population increase rate of 
3.1% compared with Bangladesh's 2.4%. 

Naturally, questions arise as to how 
transferable Indonesia's s population con- 
trol programme really is. “Nobody can 
promise success,” cautions Haryono. 
“You know family planning is very 
touchy. In a country in which tribal ri- 
valry is very strong, maybe we 
have to be very careful.” In In- 
donesia itself the campaign has 
not been as effective on the 
other islands as it has been in 
Java. 

But Aminata Toure, chief of 
information, education, and 
communication at the Senegal 
Association for Family Welfare, 
taking part in the tour, said: “I 
was surprised, maybe shocked. 
It seems that people are obliged 
to adopt family planning,” Col- 
our-coded village maps that 
specify couples’ birth control 
methods would be “impossible 
in my country,” she added. “1 
think that privacy should be 
more protected.” On the other 
hand, Toure said she was very 
impressed with Indonesia's 
family planning field workers 
as well as with the participa- 
tion of Muslim leaders 

Some observers believe that 
Indonesia's global push will 
lead to greater quality of care at home, 
including more information provided on 
contraception options and possible side 
effects. “If they go international, there is 
pressure to improve domestic activities, 
says Firman Lubis, executive director of 
the Kusuma Buna Foundation. 

And successful population pro- 
grammes translate into rising demand 
for contraception. Indonesia is position- 
ing itself to meet that demand, with 10 
local factories, including one giant state- 
owned factory in Bandung, producing 
millions of pills, iUDs, injectable doses 
and condoms each vear. * 
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Can this be true you ask 
yourself? 

Well, the fact is in the last 
ten years, as we' ve become 
Indonesia's leading English 
language newspaper, ‘the world 
has changed. 

Dramatically. 

And to stay in the forefront 
we're planning to change too. 
Because we firmly believe that 
by the turn of the century the 
role of the newspaper will be 
greatly different from the way 
it is today. 

Over the next couple of 
months we'll give you a glimpse 


of how we envision our new role. 





We' re hosting a major 


exhibition of the art of Sumba e 


in Apri and in. May we' re 


organizing a major conference 





Hardly, the stuff of an 


newspaper But then 





we're never "been thatinthe past 
and we | won't be in the future. 


So don't mourn our passing, 


rather look forward to a new 


backed by hard news. 





The journal of Indonesia today. And t o i: 

















aiwan’s personal computer makers 
made their name through imitation, 
selling cheap clones of IBM machines. 

Now they have begun to innovate, too. 
In March, Acer announced an attempt 


to rewrite the rules of the personal compu- 


| ance systems running Windows 


ter game. It has developed a set of chips 
that will enable developers to design high- 
performance personal computers and sell 
them at unprecedentedly low prices. 

To support its product, Acer has heavy- 
weight backing. The chips will be made by 
NEC, Japan's leading semiconductor maker, 
which will also sell them. They will help 
run a powerful operating system, Win- 
dows NT, set for release by US soft- 
ware maker Microsoft this year. 

“In making its chip set available 
to the industry, Acer is taking à 
lead in providing the tools needed 
to help proliferate high-perform- 


NT on the desktop," Microsoft 
chairman Bill Gates says. "We are 
happy to have them on board." 
According to Ronald Chwang, 
president of Acer's US subsidiary, 
" Acer is basically trying to demon- 
strate to the world that it is a com- 
pany which studies the market, 
looks at the technology, then makes 
the right investment to ensure that 
it is a player not only today but also 


By Bob Johnstone 


databases when several users are logged 
on at the same time. 

Such functions are difficult to achieve if 
an operating system is closely tied to the 
hardware on which it runs. A particular 
constraint is the "system bus," the data 
highway that connects a personal compu- 
ter/s microprocessor to such peripheral de- 
vices as memory controllers. 

In the IBM AT personal computer, for 
example, the system bus has a 16-bit ca- 
pacity handling information at speeds up 





tomorrow." Acer America's Chwang (/eft) and Microsoft's Gates. 


The company is aiming to elimi- 
nate the mismatch between the speed of 
Windows NT and the elderly architecture 
of the IBM personal computer. Introduced 


almost a decade ago, the personal compu- 


ter has proved remarkably adaptable. But 
the machine is not up to handling all the 
bells and whistles that Windows NT will 
provide. 

With Windows NT, Microsoft hopes to 
close the performance gap separating, per- 
sonal computers from mid-range and even 
mainframe computers while maintaining 
the ease of use that characterises the 
smaller machines. At the same time, how- 
ever, it will be compatible with Microsoft's 
existing operating system. 

Windows NT — the initials stand for 
new technology — will feature such high- 
level functions as multi-tasking and multi- 
threading. Multi-tasking is the ability to 
handle simultaneously several jobs at once, 
such as word processing and printing, 
while multi-threading helps computer 
servers keep track of changes made to 


to 8 megahertz. That was fine for 1985, but 
today’s microprocessors handle informa- 
tion in 64-bit slices at speeds of 66 mega- 
hertz or more. Moreover, personal comput- 
ers are increasingly being called upon to 
handle such high-performance tasks as net- 
working and video conferences. 

So Acer came up with six chips whose 
key element is a high-speed 64-bit bus. The 
chips are based around a microprocessor 
designed by US-based mips Technologies, 
the fastest commercially available, and 
made by NEC. 

Two teams of engineers worked on the 
project. One team, based at Acer’s US sub- 
sidiary in Silicon Valley, worked with 
Microsoft to write the specifications and to 
create the chip design. Detailed work was 
done at Acer’s Taipei laboratories. 

Microsoft says its reasons for working 
with Acer are simple. “Because we don’t 
understand hardware, and they do,” a 
company spokesman says. “Also, because 
they know how to manufacture chip sets 
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RESEARCH & INNOVATION 
An Ace Up Asia’s Sleeve 


cost-effectively.” This knowledge derives 
from Acer's experience in Taiwan, where 
the company has more than 30% of the lo- 
cal chip-set market. 

Acer is pricing its chip set at US$199. 
This should enable developers to build per- 
sonal computers that will sell for less than 
US$3,500 and offer performance equivalent 
to that of workstations made by US com- 
puter makers Hewlett-Packard and Sun 
Microsystems that cost two or three times 
more. 

Among the developers are NEC and 
Acer, which plans to unveil in May a per- 
sonal computer based on its chip set, at a 
computer trade show in Atlanta. In 
addition to chip sets and personal 
computers, Acer will also sell 
mother boards to other computer 
makers. Acer's Chwang says these 
new products are "a natural exten- 
sion of our current business." But 
they are also a way into the high- 
performance workstation area, 
where the company has not previ- 
ously participated. 

Chwang sees the market for the 
new chip set developing in two 
phases. In the first year, he says, 
customers will be mostly software 
companies wanting to convert their 
programs to Windows NT and 
firms seeking the most effective 
system on which to run their busi- 
ness software. He says the results 
of the developers' efforts will start to be- 
come visible in the second stage. 

“You're going to see some very exciting 
applications," Chwang predicts. 

That remains to be seen. The MIPS chip 
will have to catch on in preference to an 
offering by Intel of the US, the 64-bit 
Pentium. The Intel chip was also designed 
to be fast enough to run Windows NT. 

Intel, however, has only just announced 
the Pentium. And though the company 
says it is gearing up to produce it in huge 
quantities, it is not clear when volume pro- 
duction will begin. 

For now, Intel president Andy Grove 
does not appear to consider the Acer alli- 
ance a threat. "It's a competitive world," 
he says. "We've lived with real or potential 
threats ever since we've had our architec- 
ture." 

It could be that the two types of chip 
will co-exist. Either way, Acer is ready: the 
company has also developed a Pentium- 
compatible version of its chip set. Li 
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When you 


put yourself EMENT EMI 


at risk in today’s stormy business 
climate, its good to know that 
we're behind you. 

Swiss Life is the world’s leading 
international network of life in- 
surers. Wherever there's business 
to be done, employee benefit plans 
to be prepared, people to be in- 
sured, you'll find a member of the 
Swiss Life Network, also through- 
out the EC and in Eastern Europe. 
We provide multinationals with 
first class employee benefit plans 
as well as the information vou 
need to control benefit levels and 
achieve significant fi- 
nancial savings. And 


we're there at once 


THE RIGHT DECISION 


when vou need us. 









You'll find 
agniunmy,. your Swiss 
Life Network Partner understands 
the pressures you face. He'll meet 
your most demanding insurance 
needs with solutions backed bs 
our immense international exper- 
tise and the local, personal and 
flexible response you expect. 
Plus, highly competitive invest- 
ment returns. 

Thats when the Swiss Life Feel- 
ing, the quiet certainty that 
you've chosen the right insurance 
partner, begins to grow on you. 

Call Swiss Life 
Zurich (+411/284- 
3797) or your local 
Network Partner 
today - we won't let 


you down. 
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Jardine Life Assurance Limited 


Group Department 

25rd Floor, Harcourt House 
39 Gloucester Road 
Wanchal 

Hong Kong 

Telephone: «852/861 4000 
Telefax: «552/865 6837 


G2 KUO HUA LIFE 


SF, 42, Sec. 2, Chung Shan N.Rd. 
Taipei / Taiwan R.OX 
Telephone: +8862/562 1101 
Telefax: +8862/551 6010 





BANGKOK LIFE 
ASSURANCE LTD 


B. B. Building, 11-12th Floor 
54 Sukhumvit 21 Road 
Bangkok 10110 / Thailand 
Telephone: «682/260 7766 
Telefax: «662/260 7740 
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Cheng Yu-tung has brought focus to New World's portfolio of hotels, port operations and television. 





COMPANIES 


After flirting with overseas expansion, Hongkong conglomerate 
New World Development is refocusing on China. Through smart 
deals, it has built huge land holdings. Now it is poised to profit. 


By Henny Sender in Hongkong 


mong the many maps that have 
taken over the office of New World 
Development finance director Alex 
Chow is one of Canton. Orange and blue 
lines have been penned in to mark the new 
metro lines, and circles indicate where 
New World intends to build. The circles 
are everywhere. 

One of the biggest is in the southwest 
corner, just where the metro will end. 
There, New World is in the final stages of 
negotiating with the district authorities for 
what will be a huge residential complex 
totalling 14 million square feet in floor area. 
To begin to visualise what that adds up to, 
imagine 10 Repulse Bays and eight Ex- 
change Squares, to cite two of Hongkong’s 
most ambitious residential and office com- 
plexes. 

Now visualise this: 





a USS$1.2 billion 


project that will turn 80 hectares of Pe- 
king’s Chongwen district, long an area of 
decrepit housing, into one of the capital's 
most prosperous. On completion, the de- 
velopment will include 1 million square 
feet of commercial space. The deal, a joint 
venture of New World and local Chinese 
interests signed on 6 April, will be the lar- 
gest property project undertaken between 
Peking and Hongkong companies. 

These plans are only the latest in what 
amounts to a reorientation of New World 
from far-flung projects to those nearer at 
hand — namely in China. It is not the only 
Hongkong group to redirect its gaze north- 
wards; and, to be sure, hundreds of Hong- 
kong-based companies, big and small, are 
betting on the China boom. But none has 
pursued its vision of the mainland market 
as far and as cheaply as New World. 

“In the past, China needed Hongkong,” 
says finance director Chow. "But we are 
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China Savvy 


shifting from Hongkong to China because 
now, Hongkong needs China." China, in 
turn, is revitalising the fortunes of com- 
panies like New World. 

Through its diversified interests (see 
chart) New World already benefits from 
China's surging growth (nearly 13% last 
year, and more in the south). It operates 
hotels in China and is part owner of Asia 
Terminals, one of three operators of Hong- 
kong's container port, a major conduit for 
Chinese goods. Now, though, it also has a 
far more direct stake in the fortunes of 
Hongkong's huge neighbour. 

Among the British colony's large deve- 
lopers, New World has the most extensive 
property holdings in China. It has only 6 
million square feet in its Hongkong land 
bank, not much by local standards. But in 
China, the company has accumulated a to- 
tal attributable land holding of more than 

5 million square feet and total floor area 
of about 48 million square feet. 

It has secured all this for less than 
HK$100 million (US$12.8 million). And 
while others are still signing letters of in- 
tent, New World is way beyond that stage. 
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“They have stronger options with less capi- 
tal than any of the rest of us,” admits one 
major Hongkong developer. 

It was only when New World reported 
its half-year results on 25 March (see chart) 
and disclosed details of its China land bank 
that many analysts were alerted to the 
magnitude of New World’s holdings. The 
same announcement that disclosed the 
figure of 25 million square feet listed 
projects at various stages of negotiation 
that would swell the total to 10 times that 
amount. 

“They have the biggest committed 
land bank in China,” enthuses Peter 
Churchouse, at Morgan Stanley Asia. “And 
how much did they pay for it?" 

New World has gone through several 
metamorphoses in the last few years. Re- 
cent history has been more turbulent for 
the group than at any time since founder 
Cheng Yu-tung incorporated New World 
in 1970 and listed it in 1972. (The Cheng 
family retains 37% control.) 

Cheng’s son, Henry, assumed responsi- 
bility for the group's direction in January 
1989. From that date — and until the fa- 
ther apparently reasserted control — the 
group went on a HKSII billion acquisi- 
tions binge. This include the purchase of a 
stake in Asia Television, one of Hong- 
kong's two TV stations; an abortive attempt 
to buy Wing On, a local department-store 
group; and a massive outlay of capital to 
acquire the North America-based Ramada 
chain of hotels. This last cost US$540 mil- 
lion, 50% more than the chain's net asset 
value. 

New World was becoming a conglom- 
erate with assets all over the globe. 
The group, according to a critical re- 
port released by Schroder Securities 
(Hongkong) in January 1992, “com- 
mitted most of its resources to some 
low-return investments rather than 
replenishing its land bank." 

Today, New World is much 
more focused, concentrating its 
cross-border activities almost en- 
tirely on China. It plans to invest up 
to 20% of its assets in China during 


the next few years, a strategy twice which owns 16 hotels worldwide 

as ambitious as that of many other — ® 100% of Ramada International Hotels & Resorts, 

so-called China plays, including which operates 101 hotels worldwide 

Sun Hung Kai and Hutchison 
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yielding assets and restructuring 
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cluding Ramada. » 59% of Hip Hing Construction (builder) 
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developers to set a tentative foot in 
newly opening China. It began ne- 
gotiations on its China Hotel in Can- 
ton in 1978-79. “Both father and son 
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course, China begins to kick in. 
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Henry Cheng: the son drew criticism. 


have a lot of respect in China," notes fi- 
nance director Chow. "They have built up 
a lot of influence, especially in Canton." 

Since then, the corporate strategy has 
become multi-faceted. The China Hotel is 
now one of eight New World hotels in 
China. Their importance, however, has be- 
come dwarfed by plans on the drawing 
board for property development, 80% of it 
residential and 20% commercial (including 
such projects as the World Trade Centre in 
Tianjin). Soon there will be several retail 
undertakings, all of them across the border 
in cities including Peking and Wuhan. And 
finally, there is infrastructure. 

The company is already pocketing tolls 
from the eight kilometres of the Canton 
Northern Ring Road that is open (thereby 
leapfrogging Gordon Wu's Hopewell 
Holdings, which has been planning roads 
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> Hongkong investment properties totalling 
4.4 million square feet gross floor area 
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in China for longer). New World has other 
highway projects, among them the newly 
completed Shenzhen-Huizhou Expressway 
(on the way to Swatow) and the Canton- 
Zhuhai Expressway. 

Partly as thanks for their support of the 
sometimes problematical roadworks, the 
Chengs have been invited to help build 
and operate power plants in south and cen- 
tral China. These projects, such as the 
Zhujiang thermal power station in 
Guangdong, adjoining Hongkong, are vir- 
tually an invitation to profit. The company 
calculates the payback period on such in- 
vestments at a mere five years. (This is be- 
cause the government guarantees both use 
and a margin above cost. Risk-averse bank- 
ers love to finance power projects.) 

"Those who are first in the gate get the 
most favourable terms," notes K. L. Wong, 
a CS First Boston (Hongkong) investment 
banker who has raised money for the 
group for many years. "The Chengs con- 
tinued with their Chinese investments 
through June of 1989 [following the Peking 
massacre]. The Chinese do not want fair- 
weather friends, even with money. They 
appreciate that relationship and confi- 
dence." 

Cheng has long cultivated ties with re- 
gional authorities in his capacity as part- 
owner of Sociedade de Turismo e 
Diversoes de Macau. This conglomerate, 
headed by casino magnate Stanley Ho, 
holds a monopoly over gambling and tour- 
ism-related services in Macau, the Portu- 
guese enclave near Hongkong. 

Perhaps because of this, New World 
does not seem to have the difficulties in 
China that beset many of its com- 
petitors. ^We have never had a deal 
fall through," claims Chow. 

Most important, New World has 
kept itself free of the reversion 
clauses that allow local governments 
to take back land when a developer 
fails to finish a project in a timely 
fashion. This gives the group a flex- 
ibility not afforded many others: if 
the market appears saturated, it can 
hold off adding to supply. Also, un- 
like some others, New World is for- 
tunate in that the local district as- 
sumes responsibility for relocating 
tenants from land already in use, 
sparing the outside construction 
company one of the thorniest and 
most delicate drawbacks of building 
in China. 

Moreover, New World has only 
to bear construction costs; the land 
is supplied by its local joint-venture 
partner. This leaves little burden for 
the company, which claims that 
presale deposits (anywhere from 
10% to 40%) finance the entire cost 
of construction. And in China, there 
are no restrictions on when 
preselling may begin. "In Hong- 
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Vietnam welcomes foreign visitors bearing gifts, especially ones 
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AID 


Vietnam’s impoverished economy is poised to enter a period of 
rapid growth if multilateral aid resumes. But can it cope with all 


that kindness? 


By Murray Hiebert in Hanoi and 
Susumu Awanohara in Washington 


After spending more 
than two years in Viet- 
nam looking for business 
opportunities, the Hanoi 
representative of a giant 
South Korean firm is in 
no doubt about what the country requires. 
“For foreign investment to take off, you 
need better roads and ports, more reliable 
electricity and telecommunications,” he 
says. “On this, Vietnam is still very poor.” 

The development of Vietnam's infra- 
structure cannot be done by foreign com- 
panies, according to the Korean business- 
man, who declines to be named. “This 
needs huge amounts of capital, which only 
the international financial institutions can 
provide,” he says. 





Those institutions stand ready to an- 
swer his call. Since the late 1980s, the IMF, 
World Bank and Asian Development Bank 
(ADB) have been sending teams to Vietnam 
to prepare their plans for the day that mul- 
tilateral project lending, stalled since 1979, 
can resume. 

Vietnam’s long wait may end soon. 
During a series of IMF meetings starting on 
28 April, board members will discuss 
whether to resume aid to Vietnam. Some 
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that help things to go faster. 








of the most powerful members of the fund 
— France, Japan, Germany — have said 
they intend to push for the recommence- 
ment of aid. But the most powerful of all, 
the US, has not officially changed its oppo- 
sition to such a move. America has still not 
exorcised the ghost of the Vietnam War 
and it now has a president, Bill Clinton, 
who was alleged during last year’s election 
campaign to have avoided being drafted 
into the war. Despite this, there have 
been signs that the US administration is 
changing its stance not only on the ques- 
tion of aid to Vietnam, but also on the trade 
embargo that has been in force against the 
north since 1964 and against the whole 
country since 1975. 

But Washington may now harden its 
position at the IMF, following newspaper 
reports about the discovery of secret Viet- 
namese documents purportedly showing 
that Hanoi may have lied to the US in the 
1970s about how many American prison- 
ers it was holding (see box, p. 72). 

Even if the US blocks multilateral aid at 
this latest meeting, as it has for the past 
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four years, it still looks as if 1993 will be 
the year when Vietnam is allowed fully to 
rejoin the world economy. Clinton may 
well decide not to renew the trade embargo 
in September. And the UN Development 
Programme (UNDP) and the World Bank 
are preparing to sponsor a meeting of aid 
donors to Vietnam, due to take place in 
Geneva in the last quarter of the year. 

But the IMF meeting is seen as the cru- 
cial first step. “Access to IMF resources 
would serve as a catalyst for the flow of 
capital from other sources,” observes Erich 
Spitaeller, the IMF's resident representative 
in Hanoi. “It would help reassure inves- 
tors that the country was embarked on the 
right economic path.” 

It is hard to underestimate the effects 
on Vietnam of a resumption of multilateral 
aid and an expansion of trade. Decades of 
war and Soviet-style central planning 
beggared the economy. The US ban on 
Vietnamese trade and aid, designed to 
pressure Hanoi into accounting for Ameri- 
can servicemen missing in action, hobbled 
the country’s attempts to escape from 
poverty. 

Since 1986, however, Vietnam's leaders 
have embarked on a series of radical re- 
forms, which, as in China, are designed to 
modernise the economy while preserving 
the dominance of the Communist Party. 
Farm output is growing, privately owned 
factories are springing up and foreign in- 
vestment is flowing in. 

Yet Vietnam's infrastructure, social as 
well as physical, is in tatters. Without bet- 
ter roads and plentiful supplies of electric- 
ity, private investors will find it hard to tap 
the country's highly educated workforce 
and its oil wealth. So aid and more trade 
could provide a shot of adrenalin. 

The country's leaders regard foreign aid 
as indispensable to meet their economic 
goals. Premier Vo Van Kiet told the Na- 
tional Assembly last December that the 
government wants to double living stand- 
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Vietnam is ill-equipped for major projects. 


ards by 2000. This, he said, would require 
investment of US$4 billion a year in order 
to achieve annual GDP growth of 9.5%, 
while the population is growing at a rate 
of 2.2% a year. Half that money is expected 
to come from inside the country and half 
from outside — much of it in the form of 
government assistance. 

But not everybody regards aid as essen- 
tial. After all, observers note, Vietnam's 
economy managed to grow 8.3% last year, 
a sharp increase from 4.7% in 1991. Annual 
inflation has fallen from 680% in 1986 to 
18% last year. The currency has stabilised 
and official reserves are growing. Even Vi- 
etnam’s trade deficit virtually disappeared 
in 1992. Not bad for a country that one 
year earlier had suffered the sudden disap- 
pearance of US$1 billion of annual Soviet 
non-military aid, as well as the continued 


On the Right Track 
is 








% of GDP 
10- 





GDP growth i Inflation Fiscal deficit 

8- 8 Hu 
4,000- 

6- 
6,000- 

T 8,000- 

2- i 10,000- 

0- ERN. o —M 00 . 

'90 '92 87 ‘89 ‘91 End-'86 





22 APRIL 


1993 








N3HOF* QuvYHH379 





rising, inflation and the fiscal deficit have dropped. The currency 
balance 
Dong/US$ 






| 
'88 


US trade embargo. 

Even a few foreign-aid officials and 
Vietnamese technocrats wonder whether 
the country needs huge amounts of addi- 
tional financial assistance from overseas. In 
the first 11 months of last vear, Hanoi re- 
ceived US$300 million in aid from UN 
agencies and other donors. Then in No- 
vember, Japan pledged Y45.5 billion 
(US$390 million), partly to pay off the Japa- 
nese portion of Vietnam's arrears on 
US$4.6 billion of convertible-currency debt. 
If aid from multilateral institutions were to 
start up, the total inflow would probably 
rise to more than US$1 billion a year. 

Such sums would keep aid officials 
busy for years. "The World Bank is always 
looking for new clients and trying to push 
money on them," argues an American 
working for an international financial insti- 
tution in Washington. "But Vietnam can 
push domestic reform further without mul- 
tilateral aid. It might even be good for Viet- 
nam not to have access to aid," he says. 

But most local officials and foreign ob- 
servers disagree. "Vietnam is on the verge 
of a great leap forward," argues a British 
official with an international aid agency, 
“but it hasn't leapt forward yet. It is still a 
poor country and has accumulated arrears. 
It needs assistance. The question really is 
the pace at which aid can be absorbed." 

One businessman who concurs is John 
Brinsden, the representative in Ho Chi 
Minh City of Britain's Standard Chartered 
Bank. "The first US$3 billion in infrastruc- 
ture development will encourage more for- 
eign investors," he says. "We'll see a snow- 
ball effect once they know a bridge won't 
collapse or that they'll have a hospital for 
their expatriate staff." 

Hanoi lacks the resources needed to 
upgrade the country's infrastructure to the 
level required by investors. Although the 
telecommunications network is being mod- 
ernised with earnings from long-distance 
calls, Hanoi needs grant aid or soft loans to 
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tackle most of its other infrastructure bot- 
tlenecks. 

Transport is a key area. Vietnam re- 
quires at least US$3 billion merely to pre- 
vent a further deterioration of its roads, 
ports, rail network and inland waterways. 
Another US$4 billion would be needed to 
upgrade these facilities to cope with the 
level of traffic anticipated by 2000, says 
Dao Xuan Lam, director of the Transport 
Engineering Design Institute, which has 
studied the country’s transport needs. 

An inventory of Vietnam's infrastruc- 
ture makes dismal reading: 
> Roads. Only 10% of Vietnam's 105,000 
kilometres of roads is paved. Roads around 
major cities have not been maintained and 
Highway One, the country's north-south 
artery, has only a single lane in each direc- 
tion. About 830 of the country's communes 
cannot be reached by road. 
> Bridges. At least one-third of Vietnam's 
bridges need major repairs or should be 
replaced, Lam's study says. 
> Ports. The cargo-handling equipment in 
the country's two major ports — Saigon in 
the south and Haiphong in the north — is 
run down. Haiphong has difficulty receiv- 
ing large vessels because the country lacks 
dredgers to clear silt from the harbour. 
> Electricity. Energy poses another diffi- 
culty, particularly in Ho Chi Minh City, 


Vietnam’s Aid Needs 


Plugging 
The Gap 


Vietnam’s communist 
leaders have seen 
what China’s economy 
has achieved in the 

t decade and want 
to emulate it — their 
GDP growth target is 9.5% a year until 
2000. One World Bank official feels this 
target is “a bit ambitious, but not off the 
wall.” 

For their part, economists at the 
World Bank and IMF believe a more con- 
servative 8% expansion rate would be 
more likely for Vietnam over this period, 
according to unpublished documents 
obtained by the REVIEW. Both institutions 
assume there will be a resumption of 
multilateral aid this year and that the US 
trade will eventually be lifted. 
But although they agree on the likely 
pace of the economy, they differ on the 
amount of aid that will be needed in or- 
der to grow by 8% a year. 

The bank reckons the so-called re- 
source gap (the amount of money re- 
quired from aid donors to reach a given 
economic growth rate) will rise from 
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where electricity demand is growing 10% 
a year. The city suffered brownouts four 
days a week between March and June of 
last vear. Hanoi loses a quarter of its elec- 
tricity because power lines have not been 
maintained. 

> Social welfare. The government can no 
longer afford to finance the country's so- 
cial programmes. Morale has plummeted 
among poorly paid teachers, and large 
numbers of children have dropped out of 
school. Hospitals do not have enough 
drugs and equipment. 

Lack of resources is not the only reason 
why the physical fabric of Vietnam's 
economy is so badly frayed. In the first 
flush of optimism following the unification 
of the country in 1975, much of the aid 
supplied was squandered on “white ele- 
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US$275 million this year to US$869 mil- 
lion in 1997 (see chart). The fund is pro- 
jecting a resource gap of US$61 million 
in 1993, growing to US$529 million four 
years later. But the fund expects a much 
larger inflow than the World Bank to 
come from official capital grants — as 
opposed to concessional bilateral and 
multilateral aid which comprises the re- 
source gap. 

Both agencies are forecasting a simi- 
lar increase in foreign direct investment 
over this period — from US$270 million 
this year to US$640 million in 1997 — 
while disagreeing in their forecasts for 
trade. Both foresee that Vietnam's trade 
deficit will increase over the next few 
years. But the bank expects it to grow to 
US$1.3 billion by 1997, while the IMF is 
looking for a trade deficit of US$515 mil- 
lion by then. 

These differences are more than a 
question of arithmetic. Sources close to 
the IMF say that the World Bank's pro- 
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phant" projects. A paper mill at Bai Bang 
in the north, supplied in the early 1980s 
with Swedish aid, ran out of raw materials 
and had to import them from abroad. 

The Soviet Government helped build 
the Xuan Hoa industrial city, 30 kilometres 
from Hanoi, but failed to attract much in- 
vestment. These days, officials describe the 
city as "dying." The 3.2-km Thanh Long 
bridge near Hanoi is hardly used because 
it is located on the west side of the city and 
most people want to head east. 

Vietnam is having a hard time learning 
from its mistakes. A current project to build 
a 1,500-km electricity line costing US$500 
million raises disturbing questions about 
whether Vietnam is equipped to handle 
new aid. Construction of the line, from Hoa 
Binh power station near Hanoi to Ho Chi 
Minh City, was begun early last year, even 
before a feasibility study had been com- 
pleted to see how long the north would 
have an energy surplus to send to the 
south. The project has been plagued by cor- 
ruption and strong domestic opposition. 

“It’s a misconception of this one-party 
state to think you're dealing with a mono- 
lith,” says a foreign economist. “In this pe- 
riod of transition, there are many centres 
of power and influence.” 

To avoid similar problems with credits 
from the international financial institutions, 


jected resource gap grows too rapidly for 
Vietnam's good. Too large a capital in- 
flow could revive inflation and create 
bottlenecks in the economy, they say. 

A number of things could upset the 
institutions’ forecasts. Vietnam's oil ex- 
ports, which reached about US$780 mil- 
lion last year, 40% more than the 1991 
level, could grow even faster than peo- 
ple expect. A consortium of Western oil 
companies has recently won the right to 
develop the highly promising Big Bear 
field off the coast of southern Vietnam. 

Tax revenue and domestic investment 
may pick up, if only because they are so 
low in the first place. Taxes comprise 
only 15% of GDP and Vietnamese are 
hoarding US$1 billion in gold and hard 
currency, waiting for the introduction of 
capitalist laws in the country before in- 
vesting, says a government economist. 

Whatever the outcome, Vietnam is 
unlikely to join the ranks of Asia’s tigers 
for a good while yet. Fuzzy official esti- 
mates put the country’s living standard 
at US$200 a head, half that of China and 
a third of Indonesia’s. 

Even so, some foreign firms have faith 
in the country. The German car maker 
BMW said on 7 April that it will set up a 
sales network in Vietnam and in 1994 
will start assembling its cars there. 

8 Susumu Awanohara and Murray Hiebert 
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| World. 1 Bank and ADB consultants have 
vorking with Hanoi's State Planning 
ssion to prepare a list of key 
O-that the banks can “hit the 
ning once we're allowed to op- 
first phase of multilateral as- 
ili be spent on upgrading the 
tructure. Nobody knows 
will be spent on after that. 
re is a lot of separate, iso- 
ls and wishes,” says a Viet- 
ment economist. "We 
master plan indicating 
most important to the 





that the country lacks 
igers to set priorities 
and formulate and execute projects. "We're 
desperately short of capital, but in my 
opinion our biggest difficulty is the lack of 
economic know-how,” says Nguyen Thanh 
Bang of the National Institute for Scientific 
and Technological Forecasting. 

During the decades of war, most re- 
sources were ploughed into training mili- 
tary officers, and when peace finally came, 
most bureaucrats went to the former So- 
viet Union to learn socialist economics. It is 
only in the past few years that international 
agencies have been educating officials 
about how free markets work. 

Foreign specialists give high marks to 
Vietnamese technocrats for their willing- 
ness to learn. “I have not found any other 
country where participants come from 
such senior levels, where they are so highly 
motivated and attend [classes] so regu- 
larly,” says Vinyu Vichit-Vadakan, a pri- 
vate consultant from Thailand who trains 
Vietnamese officials for the World Bank. 
Even ministers have attended entire 
courses. 

The list of economic achievements is al- 
ready considerable. Agrarian reforms have 
enabled Vietnam to become a big rice ex- 
porter. Financial reforms have stabilised 
prices and the currency. The economy has 
received US$1.2 billion in foreign invest- 
ment and boasts one of the most liberal 
investment codes in the developing world. 

“If you look at all of the economies making 
the transition from planning to the market, 
Vietnam stands out as one of the most suc- 
cessful,” says a World Bank official. 

But the country still has a long way to 
go. Hanoi has to grasp the nettle of its loss- 
making state enterprises. More reforms are 
required before Vietnamese have confi- 
dence in the banking system. And capital- 
ist laws need to be introduced and en- 
forced to persuade local businessmen that 
the authorities will not at some point con- 
fiscate their enterprises. 

“The bureaucracy is still half way be- 
tween a command economy and the free- 
market system," says a European econo- 
mist with an international institution in 
Hanoi. The question is: can foreign aid 
carry it the rest of the way? " 
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Ready to Help 


Agencies prepare their menus of projects 


If the Clinton adminis- 
tration allows the IMF to 
normalise its relations 
with Hanoi, a host of 
new aid and credit op- 
tions would open up to 
help launch Vietnam's economy onto its 
next stage of development. Economists ex- 
pect that an IMF-funded economic restruc- 
turing programme will be followed by 
loans from the World Bank and the Asian 
Development Bank (ADB) as well as from 
major bilateral and commercial creditors. 
Once the IMF board agrees to restore 
Hanoi's eligibility for lending from the 
fund — it was suspended in 1985 after 
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Hanoi fell into arrears with the institution - 
the previous year — Vietnam would beal- | 
lowed to settle its US$140 million debt to 
the IMF. France's Banque Francaise du 
Commerce Exterieur has already prepared = 
a bridging loan for Hanoi, while France, 
Japan, Sweden and Australia have pledged 

to help Vietnam settle this debt. 

After these arrears are repaid, Hanoi 
would become eligible for new credits 
from the IMF at near-market interest rates. 
At the same time, the IMF is likely to begin 
working with Vietnamese officials and the 
World Bank to develop a structural adjust- 
ment programme that would include long- 
term credits. The fund may provide US$50- 
100 million a year in loans. 

Vietnam's normalisation of relations 
with the IMF will also be followed by meet- 
ings to reschedule the country's outstand- 
ing hard-currency debts, which totalled 
US$4.6 billion at the end of last year. Most 
foreign creditors have been unwilling to 
provide new credits to Vietnam until the 
old debt is rescheduled, though a few 
countries such as Japan have broken ranks 
and resumed lending. 

Washington's green light would also 
open the door for the resumption of 
concessional loans from the World Bank 
and the ADB. The World Bank, which can 
be expected to supply US$300-350 million 
a year in soft loans, has been studying aid 
priorities in the fields of energy, transport, 
irrigation, telecommunications and water 
supply. 

The ADB is engaged in similar prepara- 
tions and will probably lend Vietnam 
about US$200-250 million a year. In north- 
ern Vietnam, it is planning to lend money 
to repair the dyke protecting Hanoi from 
flooding and to modernise the capital's 
electricity grid, says Richard Vokes, the 
ADB's economist on Vietnam. 

In southern Vietnam, the ADB plans to 
help upgrade the Saigon port, rehabilitate 
Ho Chi Minh City's water supplies and 
refurbish Highway One, the country's 
main north-south road. The bank is also 
preparing a project to help train teachers 
and improve school buildings. 

Among bilateral donors, Japan will be 
the biggest, providing US$300-400 million 
a year, followed by France with US$60 mil- 
lion and Sweden with US$50 million. The 
US is said to be studying the possibility of 
providing US$25 million a year, mainly in 
technical help through the US Agency for 
International Development, though agency 
officials decline to confirm this. 

B Murray Hiebert and Susumu Awanohara 
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In the Family Way 


One thing is booming in Vietnam: its population 


Nguyen Sy Nham and 
his wife, Nguyen Thi 
Nhung, are helping to 
dispel the government's 
dream of doubling Viet- 
nam's living standards 
by 2000. Despite official pleas that couples 
have only two children, Nhung six months 
ago gave birth to their tenth child. 

^| didn't want so many children, but | 
didn't know how to avoid it," Nham says. 
Ironically, his village of Khuong Dinh is 
located in the suburbs of Hanoi, only six 
kilometres from the headquarters of the 
National Committee for Population and 
Family Planning. ^My wife was fitted with 
an intra-uterine device three or four times, 
but she had a negative reaction, so it had 
to be removed," says the farmer, who is 
struggling to support his family by raising 
rice and vegetables on a 360-square-metre 
plot of land. 

But problems with intra-uterine devices 
and lack of knowledge about how to avoid 
pregnancies are only two causes of Viet- 
nam's exploding population. Other impor- 
tant factors are the strong Confucian pref- 
erence to have boys to carry on the family 
name and the desire by farmers to have a 
large number of workers, says Mai Ky, the 
minister in charge of population and fam- 
ily planning. A programme to curb the 


Ghosts at 
The Feast 


Vietnam's chances of 
seeing an aid break- 
through at the forth- 
coming IMF meeting in 
Washington appear to 
have dimmed. On 12 
April, American newspapers reported 
that a "top secret" Vietnamese docu- 
ment, uncovered in a Moscow archive, 
suggests that Hanoi held 837 more US 
prisoners of war in 1972 than it then ac- 
knowledged. The report, called a “fabri- 
cation" by Hanoi, prompted a renewed 
call for Vietnam to give a complete ac- 
count of US prisoners of war and serv- 
icemen missing in action. 

The French, joined by the Japanese 
and Germans, may still persuade mem- 
bers of the IMF board to resume aid to 








people boom is one key area where foreign 
aid can go a long way. 

The population growth rate of 2.2% an- 
nually makes Vietnam the world's seventh- 
fastest-growing nation. At this rate, the 
population, estimated at 71 million by the 
end of last year, will exceed 80 million by 
2000. 

Alarmed by this prospect, the ruling 
Communist Party central committee in 
January passed a resolution warning that 


Vietnam’s population growth rate, % 
3.0- 
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Vietnam. But the US is now likely to re- 
sist such a move, unless President Bill 
Clinton's special envoy, retired general 
John Vessey, can quickly turn around the 
situation. Vessey is due to visit Hanoi 
before the IMF meeting. 

The Vietnamese document in ques- 
tion, handed over to Washington by 
Moscow, was purportedly written in 
1972 by Gen. Tran Van Quang, the 
deputy chief of staff of the North Viet- 
namese Army at the time. US adminis- 
tration officials are currently evaluating 
the document and a State ent 
spokesman said on 12 April that Vessey's 
"first order of business" in Hanoi would 
be to discuss the matter with his hosts. 

The White House has stressed that 
"the President is determined not to move 
forward on normalisation with Vietnam 
until there is a full accounting" of pris- 
oners of war and soldiers missing in ac- 
tion. 

Before the Vietnamese document 
came to light, observers in Washington 
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the country faced disaster unless further 
steps were taken to rein in population 
growth. It increased by 250% Ky's 1993 
budget to promote family planning, but he 
still receives only 10 US cents per capita. 
Many neighbouring countries spend 
roughly six times that. 

In the late 1980s, only 38% of the cou- 
ples in child-bearing years used modern 
contraceptives, and four-fifths of these 
used intra-uterine devices. Only 1% used 
condoms and 0.9% used birth-control pills. 
To help the country expand the produc- 
tion of contraceptives, the UN Population 
Fund provided US$4 million to build a 
condom factory in Ho Chi Minh City in 
1989 and has begun supplying pills. 

Overall, the UN fund is providing 
US$25 million to Vietnam in 1992-95, its 
third-largest budget after China and India. 
The government is also talking to the Asian 
Development Bank about lending Vietnam 
money to provide credits to families who 
follow the government's exhortations to 
have no more than two children. 

Despite years of war and international 
isolation, Vietnam has made considerable 
progress in family planning, particularly in 
urban areas. According to the country’s 
1989 census, the fertility rate for women 
aged 15 to 49 fell to 3.8 births per woman 
in 1985-88, down from a rate of 4.7 in 1980- 
84. Ky says the government hopes to re- 
duce the annual population growth to 1.7% 
by the year 2000. 

“The target is attainable, but only if 
foreign aid to expand the availability of 
contraceptives is forthcoming,” says Anil 
Deolalikar, a consultant to the World 
Bank. m Murray Hiebert 


saw three options for the US at the IMF 
meeting which begins on 28 April. First, 
it could try to prevent the fund from nor- 
malising relations with Vietnam as it has 
done since 1989; second, it could allow 
aid to resume by not opposing the move; 
third, it could reverse its position and 
support a change in the fund's policy. 

American businessmen, legislators 
and administration officials have ex- 
pressed increasing concern that US com- 
panies are losing out to competitors in 
Vietnam. 

Many US executives are against lift- 
ing the ban on multilateral aid before 
they are able to operate in Vietnam. They 
want the US trade embargo against 
Vietnam lifted before, not after, the IMF 
resumes its aid programme. But French 
diplomats have told the White House 
that the US could make a similar 
argument to lift the trade embargo once 
the IMF board normalises ties with 
Vietnam, sources say. 

m Susumu Awanohara 
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“gorporate earnings were not 
s n Now Thai stock prices are 
eis hurt b y confusion caused by well- 
^ meaning attempts to modernise the mar- 
ket and accommodate growing interest 
from abroad. Ironically, the changes have 
left many foreign investors afraid to take 
the plunge on the Bangkok bourse. 

The problem stems from two unrelated 
developments late last year. First, the 
government proposed allowing foreigners 
. to invest legally in Thai stocks without 
being restricted by foreign-ownership lim- 
its, as is now the case for many issues. Sec- 
ond, the Stock Exchange of Thailand 
opened its Securities Deposit Centre last 
September. This replaces physical delivery 
of scrip with computerised account- 
balancing; the shares themselves are held 
by the centre. 

While applauded in themselves, both 
moves have caused difficulties for foreign 
investors. The former slashed the premi- 
ums investors had paid for the limited 
number of foreign-designated shares, caus- 
ing significant paper losses in many cases. 
And the latter has caused foreign investors 
who buy locally registered stocks, long a 
common (though illegal) practice, to lose 
dividends and worry that they could lose 
other entitlements, such as rights shares. 

The net effect, says lain Donnachie, 
sales director for Hongkong broker Asia 
Equity, is that "several large offshore insti- 
tutions are downsizing their exposure to 
the Thai market pending clarification" of 
the authorities’ intentions. 

Most listed companies limit the 
proportion of shares foreigners may hold. 
For Thailand's banks, for instance, the 
ceiling is 25% of equity. When this is 
reached, additional overseas demand usu- 
ally makes foreign-held shares more ex- 
pensive than local ones (though they carry 
equal rights). 

Because foreign demand for many blue- 
chip Thai companies has outstripped sup- 
ply, overseas investors have for several 
years tried to circumvent these limits. They 
do this by buying local shares through Thai 
nominees, an illegal practice the authori- 
ties have winked at for fear of driving 
away investors. Brokers conservatively es- 
timate foreigners recently held 10-15% of 
market capitalisation in foreign shares, and 
perhaps another 10% in local shares. 

Last year, however, the Securities and 
Exchange Commission (SEC) sought ways 
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stockmarket rules confuse foreign investors 


to overcome these problems without alien- : 
ating foreigners. It proposed what is nick- | 
named a Mexican Trust (after a similar sys- | 
tem used in Mexico), which would hold | 


and manage shares bought bv foreigners, 


collecting entitlements such as bonus | 
shares and dividends. Foreigners could le- | 
gally buy the more-liquid local shares at - 
local market rates, sacrificing only voting | 
rights, which would either be nullified or - 


accrue to the Thai manager of the trust. 
Reactions to the plan have been mixed. 


Some foreign fund managers are willing to 
forfeit voting rights; others not. Many are - 
not permitted to buy shares devoid of vot- | 
ing rights. Nonetheless, because some for- | 
eigners construed the SEC proposal as a 
green light to own local shares, the premi- | 
ums on foreign shares quickly shrank, to a _ 


rough average of 10-20% from 20-30%. 


Around the same time, however, the | 
new depository system was creating other | 
problems. These affect foreigners who (il- _ 
legally) buy local shares and collect entitle- - 


ments through nominees, usually the cus- 
todian bank or even the broker. The new 
system demands full disclosure at book- 
closing time of the ultimate beneficiaries of 
bonus issues and dividends. Apparently 
following legal advice, at least three custo- 
dian banks (Chase Manhattan and Citibank 
of the US and Standard Chartered of Brit- 


ain) have refused to continue acting as - 


fronts. 
Asia Equity's Donnachie reports that, as 


a result, some of his clients have lost divi- - 
dends and are increasingly wary about | 
buying local shares. Likewise, they shun : 
foreign shares, whose premium they could - 


lose if the Mexican Trust is instituted. 
Responding to complaints by Don- 
nachie and others, Prasarn Trairatvorakul, 


deputy secretary-general of the SEC, gave a _ 
clear indication that the authorities would | 
continue allowing foreign involvement in | 
local shares. Going as far as he could with- - 
out actually saying the law would not be - 
enforced, Prasarn told an audience of in- - 
"It is not worthwhile at all to | 
disrupt the market by trying to be perfec- | 
. We take a pragmatic point of | 


vestors: 


tionist . . 
view.” 


Prasarn, though, admits that after | 
months of study, “we have not found any | 
solution" to the threat of falling premiums | 


on foreign shares. And he indicated that, 


because of legal difficulties, the Mexican | 
Trust idea might be superseded by some | 
other vehicle with the same goal. The SEC © 
chief said the commission wants something : 
in place by vear's end. E 
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Nith the Oldies 


Japan’s recession takes toll on ‘lifetime’ employment 







-t wasn't easy street by far, but white- 
-collar workers in Japan had little to com- 
W plain about before the country's slug- 
-. gish economy caught up with the corpo- 
= rate sector in the past two years. If they 
worked long and hard on the job and did 
"whatever was asked with few questions, 
. companies would eventually reward them 
* with promotions and salaries that buy a 
- decent slice of the good life. 
^. For many mid-level managers today, 
however, the Japanese version of the 
= American Dream doesn't work any longer. 
_ Hailed as the movers and shakers behind 
-Japan's corporate success in the 1980s, they 
|. are now having to come to terms with be- 
ing considered by their companies as over- 
: "paid, unproductive and nonessential. 
~. With companies focusing on their bot- 
.. tom lines in the country's worst recession 
< in two decades, customary big bonuses are 
out and redundancy drives are in. Nippon 
. Telegraph & Telephone (NTT), for example, 
- plans to lay off 2,000 mid-level managers 
< “this year. It aims to reduce the number of 
< these workers by 25,000 by 1997. 
“NTT is one of the 40-50 major companies 
-. jn Japan that have announced redundancy 
< plans for white-collar employees. More cut- 
backs to this group are being made quietly 
cC by many other companies. 

Although the number of white-collar 
jobs likely to be eliminated in the next two 
or three years is small compared with the 

^ Japan's total workforce of 62.5 million, ana- 
< lysts say the social implications are far- 
S reaching because an important implied 
contract between companies and workers 
chas been broken. In previous hard eco- 
omic times, they point out, women, part- 
ime and blue-collar staff got the axe, not 
white-collar employees. 
^Most salarymen have taken for 
- granted that they will stay until retirement 
-and have endured low wages for decades 
- . fora good promotion later,” says Etsusuke 
Matsuda, an analyst at Salomon Brothers 
:-. Asia in Tokyo. “But the rules of the game 
. have changed." 

Some analysts expect the layoffs to have 
a lasting negative effect on the near-legen- 
dary commitment of the Japanese worker. 
“It used to be life centring around the 

^ firm,” says Mike Naldrett, an economist at 
© Kleinwort Benson International in Tokyo. 


























“A bright young guy put in 10-15 hours a _ 


|... day in exchange for the stability of 20-30 
- years. Now that they see a 50-year-old be- 
“hing sacked, it may take away the incentive 






to work hard.” 

Moreover, what happened to a 56-year- 
old marketing manager at Pioneer Elec- 
tronic Corp. could occur to any Japanese 
salaryman. The manager, who joined Pio- 
neer in 1956, was told on 28 December 1992 
that “there is no job available to match your 
salary level” and that he would be laid off 
with retirement benefits on 31 January. 
Having only four more years to go before 
his official retirement, the man, who asked 
not to be identified, says he was devas- 
tated. “Why me?” he asks. 

The worries about job stability that the 
retrenchments have caused within Japan's 
workforce are not likely to end soon. 


ii 55 years & above 
lili 30-54 years old 


I 15-29 years old | 





White-collar employees need to get used 
to the idea that they can lose their jobs, 
says Yukio Noguchi, an economics profes- 
sor at Hitotsubashi University. "It's a long- 
term trend" that will not go away when 
the economy picks up," he explains. Sev- 
eral factors cloud the employment pros- 
pects of Japan's salarymen: 

> Concerned by forecasts that Japan 
would have a labour shortage of up to 2 
million workers by 2000, companies hired 
as many employees as possible. As a result 
of this hiring binge, personnel costs soared 
to 16.1% of revenue in second quarter of 
1992 from 13% in first quarter of 1989, ac- 
cording to the Ministry of Finance. 

> To cut their personnel outlays, compa- 
nies are mostly laying off older staff. Not 
only are these workers more expensive, 
they are generally less productive. In Ja- 
pan's bottom-up consensus system, the job 
of many managers is simply to approve or 
disapprove proposals by junior staff. 
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> In the 1960s and 1970s, staff made re- 








dundant by sunset industries were quickly 
absorbed by new ones. As Japan's fast- 
growth industries matured in the 1980s, 
they created new jobs for managers mov- 
ing up the corporate ladder by setting up 
subsidiaries. The diversification spree of 
the past decade, however, has ended, and 
many companies are struggling to make 
their subsidiaries profitable. 

>» Many of Japan's 53 million males born 
in the post-World War H baby-boom pe- 
riod from 1947-51 are now in mid-level and 
senior management positions. Under Ja- 
pan's traditional seniority system, 
salarymen, capable or incapable, can only 
move up, and the baby boomers have 
turned their companies' pyramid-shaped 
power structures into inverted ones 
overladen with managerial layers. 

When Japan enjoyed strong economic 
growth, the top-heavy power structure was 
tolerated by companies because of the con- 
sensus that life-long employment and the 
seniority system were good for Japan. 
^When profits plummeted, management 
tried first to raise efficiency and slash the 
wages of directors," says Yasuaki Muto, an 
analyst at Mitsubishi Research Institute. 
"Their last option is to cut senior jobs." 

Once large companies started laying off 
staff, especially division managers at head- 
quarters, the signal was out for others to 
follow. Some analysts see smaller head of- 
fices as an important first step in the much- 
needed reform of mid-level management 
in Japan. Muto says a much more horizon- 
tal command chain is needed by Japanese 
companies. 

Mami Into, an economist at Daiwa Re- 
search Institute, says the country's wage 
system also needs to be modified by ad- 
justing salaries according to merit and not 
only seniority. “This will help to control 
the wage bill and make everyone work 
harder," he says. 

But rapid change may be difficult to 
implement. "Look what is happening in 
Russia," Muto points out. "Too hasty re- 
form is bad for morale." 

To keep morale from tumbling in Ja- 
pan's workforce, some industry officials 
suggest a slow transitional period. "We are 
against sacking people," says Hiroyuki 
Kawaguchi, deputy secretary-general of 
the Japanese Trade Union Confederation. 
“We think companies should allow senior 
employees to take long holidays of a year 
or more to acquire new skills or to refresh 
themselves." 

Such a benign course of action, how- 
ever, may be asking for too much from 
cost-conscious companies. Professor 
Noguchi says white-collar workers "must 
change their mentality that the company is 
everything and should train themselves to 
adapt their skills to the changing environ- 
ment." Sound advice, but too late for man- 
agers who have already been sacked. — 
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The comple hide on oil refinery, 
naphtha cracker ethylene plant, will 
be built on a gr man-made islands 


near Mailiao, Yun ounty, in western 
Taiwan. Other heavy industries have been 
invited to occupy adjoining islands and a 
swathe of nearby coast (see map). 

Formosa Plastics, already Taiwan’s larg- 
est private employer and biggest exporter, 
will dominate the domestic market in pet- 
rochemicals once the project is completed. 
Moreover, its location — opposite China, 
on the other side of the Taiwan Strait — 
will enable it to serve hundreds of custom- 
ers that have decamped from Taiwan to 
southern China and Southeast Asia. 

Wang's 29 March announcement that 
he was going ahead with the plan defied 
sceptics who once doubted he was serious 
about making such a massive commitment 
to Taiwan. For several years, he had talked 
of building a similarly large project in 
China itself. 

So what tipped the balance? “The 
change of government [on 1 March] has 

. made all the difference,” says Wang's son, 

. Winston, senior vice-president at Nan Ya 

. Plastics Corp., a key member of the group. 
President Lee Teng-hui, who visited the 

Site in January, and Premier Lien Chan 
have both taken a personal interest in see- 
ing the complex built, says the younger 
Wang. 

More tangibly, Formosa Plastics and the 

government struck a deal on cost sharing, 
with the company agreeing to fund much 
of the zone's infrastructure in return for 
long-term, low-cost financing of US$5.4 bil- 
_ lion. In addition, the company has secured 
-a five-year tax break, water supplies at low 
rates and government agreement to fund 
-port development and other costs. 
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. Market prospects also played a part. 
Formosa Plastics expects strong global de- 
mand for petrochemicals in the late 1990s. 


By going ahead now, it hopes to head off 
Japanese or South Korean competition. "If 


we can build our cracker very soon, it will 
exclude additional competitive invest- 
ments in mainland China or Southeast 
Asia," says a company official. 

Known locally as the sixth naphtha 
cracker project, the USS9.5 billion proposal 
is much larger than was planned two years 
ago. Company officials say the greatly in- 


Plastics Platforms 





creased scale, which the 
government approved 
in January, was made 
necessary by the high 
infrastructure costs that 
Formosa Plastics will 
bear. 

The cracker itself is 
now three times larger than earlier pro- 
posed. It will produce 1.4 million metric 
tonnes of ethylene annually for use in mak- 
ing plastics. The naphtha, meanwhile, will 
be supplied by a 300,000-barrels-per-day 
oil refinery costing US$3.5 billion. 

This will be Taiwan's first privately 
owned refinery and will increase the na- 
tion’s refinery capacity by 50%. It will also 
enable Formosa Plastics to compete with 
state-owned Chinese Petroleum Corp. in 
supplying refined products to the domes- 
tic market. The refinery company, to be 
called Formosa Petrochemical Corp., will 
be wholly owned by Formosa Plastics. 

Given the size of the project, the fear 
that Wang might take his investment to 
China, as so many other Taiwanese indus- 
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trialists have done, had become a major z 
concern for Taipei. The governme 
strongly opposed such a move. But Y 
hinted late last year that a deal might b 
the works: the government might 2 
him to invest in China if he went ah 
with his plans for Taiwan. 

Also last year, Wang returned Bon a 
China trip to announce he was cancellinga 
naphtha cracker he had proposed to build 
in Xiamen, having failed the reach agree- _ 
ment with the Chinese. Simultaneously, 
however, Wang declared he was discuss- - 
ing another proposal to supply products © 
exclusively to China's domestic markets; if 
approved, this plant would be built on the — 

Yangtze River near Shanghai. This is a — 
smaller scheme than that now proposed in . 
Taiwan. Like another proposed project in | 
Guangdong province, it would begin with - 
downstream processing, though an indus- © 
try source says both could later include 
upstream plants such as a naphtha cracker. 

Because of opposition from Taipei, For- < 
mosa Plastics has been handling the plan- 
ning of its China projects from its US of- 
fices. Company sources say the timetable — 
for the Yangtze project will therefore de- ` 
pend on the profitability of the group's 
naphtha cracker at Point Comfort, Texas, 
which is due to open this summer. The 
U5$1.9 billion complex, under construction 
since 1988, includes a 680,000-bpd naphtha 
cracker and downstream facilities. 

In Taiwan, meanwhile, among issues 
Formosa Plastics still must settle with the 
government are a formal transfer of land 
rights to the west-coast site and the re- 
moval of fish ponds from nearby 
coastal areas. Ownership has been 
promised verbally, but so far no 
documents have been signed, ac- 
cording to a company official. 

Besides consuming large amounts 
of ground water needed for indus- 
trial use, the fish ponds have low- 
ered the water table and caused land 
to sink at the rate of several centime- 
tres annually. Despite protests from 
fish pond owners, company sources 
say both issues should be settled 
quickly, and that reclamation work to form 
the artificial islands should begin in late ~ 
April. Plant construction could begin in .. 
1994 and is expected to take five to six ^ 
years. p 
Many financial aspects of the project... 
are still unclear. Given Taiwan's interest. 
rates, currently around 8%, "low-cost" fi : 
nancing may not be much or a bargain. 
Bank of Communications, the govern- 
ment's infrastructure-financing arm, will 
syndicate loans antong 30 local banks, but 
says details have still to be finalised. Ac- 
cording to a financial analyst, the only 
way for Formosa Plastics to obtain financ- 
ing at less than 7% a year will be for the 
government itself to provide most of the 
funds. E 









75 





Bu u zi | N E s s 











POLICIES 





Boosters' Bonanza 


Japan's deft stimulus tries to please investors 


By Jonathan Friedland in Tokyo 


f anyone doubted that Japan's Ministry 
| of Finance was still in the driver's seat 
when it comes to economic policy, they 
- need only consider the Y13.1 trillion 
.(US$117 billion) stimulus package an- 
nounced on 13 April. It is cunningly crafted 
to boost the beleaguered Japanese 
economy without pushing government fi- 
nances into the red and without opening 
up a Pandora's Box of income-tax cuts de- 
manded by politicians. 
^. p Private-sector economists say the 
- amount of fresh infrastructure spending in 
the package is about ¥7 trillion, with 
much of the remainder having little 
immediate impact. But they reckon 
this infusion will help the economy 
to ride out the current downturn, 
which the government is hoping 
will end in the second half of this 
year. The Finance Ministry is betting 
that the package will strengthen the 
hand of Prime Minister Kiichi Miya- 
zawa on his Washington visit, 
which began on 15 April. 

Ministry officials calculate that 
the spending package, the largest 
ever, will add ¥12.2 trillion to GNP in 
the 12 months from the date of its 
implementation, due to begin in the 
middle of the year. This amount is 
equivalent to 2.6% of nominal GNP 
in the fiscal year to the end of March. 
“We are quite confident this will contrib- 
ute to the achievement of sustainable eco- 
nomic growth," says a senior official. 

The government stands by its forecast 


3 of 3.3% GNP growth in the year to next 
=> March, compared with estimates of 0.9% 
> last year, but private economists are scepti- 


t cal of this projection. Jesper Koll, econo- 








.'. mist at S. G. Warburg Securities in Tokyo, 


‘believes that the plan will add 1.3% to GNP 
growth, putting the total for the fiscal year 
- ata still meagre 1.5%. Patricia Kuwayama, 
vice-president at Morgan Guaranty Trust, 
reckons that the new spending will add 
1.5% to GNP and that, as a result, Japan will 
see growth of only 1% for the year. 

One of the factors that is difficult to es- 
timate is the package'S effect on sentiment. 
This could be powerful if the stockmarket 
is any guide. The Nikkei stock average 
surged 4.3% to 20,740 on 13 April, its high- 
est level in a year, on optimistic expecta- 
tions about the stimulus plan. Since 5 
March, the Nikkei has gained 24%, gener- 
ating trillions of yen in additional wealth. 

Japanese investors would take heart if 





the package was received well overseas. 
US officials, who were in Tokyo to attend a 
meeting of the Group of Seven industrial- 
ised countries, gave the plan a cautious 
welcome. US Secretary of State Warren 
Christopher called it a "useful first step" 
towards reviving the Japanese economy. 
There are, however, a number of factors 
that could play havoc with the govern- 
ment's rosy assumptions. The first is a 
stronger yen, which has risen from ¥124.75 
to the US dollar to Y113 this year. For every 
Y10 appreciation against the dollar, GNP 
growth is cut by 0.3%. In addition, the 
yor s surge has pinched manufacturers’ 


Bigger Numbers 





profits, already squeezed by weak domes- 
tic demand and high costs. 

“We are fearful that if the yen continues 
to appreciate, it will blunt the effect of the 
stimulus package,” says Ministry for Inter- 
national Trade and Industry (Miti) vice- 
minister Noboru Hatekayama. 

A second factor is a by-product of the 
Ministry's reliance on public-works spend- 
ing for growth. A ¥10.7 trillion emergency 
stimulus package in August 1992, which 
was similar to the new one, failed to spur 
personal consumption or private capital 
spending. Any durable recovery would 
depend on their revival. 

Even though a huge sum of money was 
disbursed, the last package "didn't have a 
major positive impact during the first three 
months of 1993, when capital spending and 
personal consumption fell off the cliff,’ 
says Peter Morgan, chief Tokyo economist 
for Merill Lynch. 

That is why some Liberal Democratic 
Party members have argued for ¥3-4 tril- 


lion of cuts in personal income taxes to be 


included in the latest plan. They believe a 
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bigger chunk of take-home pay for the av- 


erage family would do more to help Ja- 
pan's economic prospects than infrastruc- 
ture spending. - 

The Finance Ministry, having struggled 
during the 1970s and 1980s to curb public- 
sector debt, has held the line for the time 
being. But analysts believe that political 
pressure for tax cuts will mount anew if 
the economy remains sluggish. 

Finance Ministry officials maintain that 
this package will have a wider impact on 
consumption than the last such measure. 
One reason, they say, is that the Japanese 
economy now appears to be less weak than 
it was in the second half of last year. 

To make sure the slight and uneven 
growth momentum is maintained, Finance 
Ministry officials say, a supplementary 
budget to finance the package will be put 
before parliament in order to see its pas- 
sage by the end of May. The package con- 
tains a commitment to undertake 75% of 
all new public-works spending al- 
ready budgeted for the current fis- 
cal year by the end of September. 

As was the case with the last 
package, the new spending meas- 
ures will be financed by a combina- 
tion of transfers from local govern- 
ment and from postal savings, as 
well as through the issuance of con- 
struction bonds. If the package re- 
lies heavily on bond sales, this 
would indicate "the government's 
firm commitment to reflation," says 
Warburg's Koll. 

Roughly Y4.2 trillion of the 
stimulus package will come in the 
form of new loans from government 
financial institutions. But private 
economists disagree with govern- 
ment assertions that these loans 
boost demand. "We've divided the loan 
portion by 10 in terms of its actual stimu- 
lus," says Morgan Guaranty's Kuwayama. 
“It is essentially substituting for lending by 
banks and insurance companies, except at 
lower interest rates." 

Another reason cited by government 
officials as to why this package will buoy 
consumption more effectively than the last 
set of measures is that they have broad- 
ened the scope of spending. In addition to 
building new roads and bridges, the latest 
plan calls for outlays of Y12 trillion for 
"education, research, medical care and so- 
cial-welfare facilities." 

A portion of this money is intended to 
reduce Japan's trade surplus, which to- 
talled US$111 billion in 1992, by paying for 
imports of medical equipment and 
supercomputers, areas where US firms 
remain internationally competitive. "We 
cannot estimate what amount of imports 
will take place as a result of the govern- 
ment procurement plan, but import- 
friendly items are included," says Miti's 
Hatekayama. " 
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“sh since. Alaska's Prudhoe Bay was d 
A up in the 1970s. 

. The agreement, which caps four years 
of negotiations, is to exploit the giant 
Tenghiz oil field in western Kazakhstan. 
With an estimated 6-9 billion barrels of re- 
coverable oil, the field could in time bring 
Kazakhstan riches far in excess of any 
Western aid package for its Russian neigh- 
bour. Even if the lower estimate of reserves 
proves correct, the field should yield at 
least US$114 billion worth of oil over its 
expected 40-year life, based on current 
prices. 

Income from the field will be divided 
20:80, with Chevron getting the smaller 
share. The agreement nevertheless more 
than doubles the oil company's current re- 
serves of 3.1 billion barrels. 

Little wonder, then, that the signing cer- 
emony on 2 April in the Kazakh capital of 
Alma Ata was attended by both President 
Nursultan Nazarbayev and 
Chevron chairman and 
chief executive officer Ken- 
neth Derr. 

The agreement sets up a 
joint venture called Tengh- 
izchevroil to exploit the 
field, which is currently 
operated by Kazakhstan- 
munaigaz, the national oil 
company. The venture is 
owned 50:50 between the 
Kazakh side and Chevron 
Overseas. 

Chevron has promised 
to invest at least US$1.5 bil- 
lion over the next three to 
five years and US$20 billion 
over 40 years. In the first 
phase, the funds will go to- 
wards modernising oil-well 
equipment, completing a 
gas-processing plant for re- 
moving sulphur from crude 
oil and other infrastructure. 
The company will also con- 
tribute US$50 million over 
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five years to Atyrau Oblast, the region en- 
compassing the joint venture, to improve 
medical facilities and drinking-water sup- 
plies. 

Tenghiz began producing oil in 1991. It 
now has a production capacity of 65,000 
barrels a day, but Chevron expects peak 
production to reach 700,000 barrels a day 
by 2010. Reaching that target would more 
than double the state's current output. 

Tenghiz is far from the only major en- 
ergy project attracting foreign attention in 
Kazakhstan. British Gas and Italy's Agip 
signed a deal last year to explore and de- 
velop the huge Karachaganak oil and gas 
fields in the Ural Mountains, also in west- 
ern Kazakhstan. Elf Aquitaine of France 
has meanwhile agreed to explore 19,000 
square kilometres in the centre of the coun- 
try. But the Tenghiz deal promises to be 
the biggest, especially as the field also con- 
tains massive — though as yet unquan- 
tified — natural-gas reserves. 

All oil produced from Tenghiz and the 
nearby Korolev field, which also forms part 
of the agreement, will be exported. At 
present, Kazakhstan's oil reaches world 
markets through pipelines into Russia, a 
holdover of the former Soviet republic's 
erstwhile role as a supplier to the Soviet 
industrial machine. 

Full development of the Tenghiz field 
will require construction of a new pipeline, 
as Russia has recently sharply restricted the 
amount of Kazakh oil it will take. Chevron 
is expected to invest in construction of the 
line, but planning is at too early a stage to 
know whether it would replace or cooper- 
ate with an earlier plan by Oman to finance 
a line through Iran or Turkey that would 
end at the Black Sea, the Mediterranean or 
the Persian Gulf. z 
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AVIATION 


Open 
Skies 


New Indian carrier takes 
on all competition 


— ttl i rep i te I WP NRO IRA A LRP PPP 


By Hamish McDonald in Bombay 


ay alannah tegen ON AEE 


he stewardesses wear navy blue 

skirts and smartly patterned blouses. 

They smile often, help you with the 
overhead lockers and serve lime juice be- 
fore take-off. The aircraft cabin is clean, and 
seats have life belts under them. The ticket - 
has an understated-but-cheeky logo: a = 
windsock in pink and purple candy stripes. ^ 

Something has happened in the skies 
over India in the past year. Where are the 
scowling cabin crews in saris, the mosqui- 
tos? Where is the wait for a stale sandwich, 
the unidentifiable fried food, the water that 
hasn't been boiled, the grime? 

Welcome aboard East West Airlines, the 
leader in a pack of new private carriers tak- 
ing advantage of an open-skies policy an- 
nounced by the government in late 1990. 
The aircraft are not state of the art — early 
models of the Boeing 737 are the favourite 
— and the refreshments simple, but for the 
first time in decades, air travellers in India 
have alternatives to the indifferent service 
of state-owned Indian Airlines. 

Travellers are increasingly flying on pri- 
vate airlines such as East West. If the gov- 
ernment gets around to its planned offer- ` 
ing of 20% of Indian Airlines’ equity this 
year, it may also find that investors have a 
better option in the stockmarkets. 

East West is planning to issue 45% of its 
equity in June to raise Rs 600-800 million 
(US$19-26 million). Managing director 


| Thakiyudeen Wahid says the airline 
| should post a small profit for the fiscal year 


ended on 31 March, its first full year of 


| operation. He expects revenue to total Rs 4 
| billion. By comparison, Indian Airlines is 
| expected to show a bigger loss for the year 


to March than the Rs 2.11 billion loss it 


| reported a year earlier. It has other prob- 
: lems, too. 


The airline tried to tough out a pilot 


: strike in December and January because of 
| pay and safety issues. But it capitulated af- 


ter 45 days following the crash of a 


| Tupelov 154 aircraft leased from Uzbek 
, Airlines to break the work stoppage. 


Because of bad planning, Indian Air- 
lines has a critical shortage of pilots. The 


| carrier's 52 aircraft operate about four 
; hours a day even though nearly half the 


fleet will soon be new Airbus A320s that 
can fly 12-14 hours a day. The limited fly- 
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~~. ing hours mean that co-pilots are not get- 

- oting enough flying hours to upgrade to 

. captain. Meanwhile, pilots are being lured 
away by higher salaries to the new private 
carriers or foreign airlines. 

Indian Airlines cannot keep up in the 
salary bidding for the pilots because 
ground staff would inevitably ask for 

.; more, too. It has about 23,000 employees, 
-. compared with East West's 2,000. Also, the 
-. ground staff are protected by public-sector 
2- labour rules, and many were recruited be- 
~- cause of political patronage or to fill social- 
$ policy quotas. The result is a staff unwill- 
. ing or unable to improve the airline's indif- 
= ferent service. 
- The new operators flourished when the 
government expanded the 1990 decision to 
allow private air-taxi carriers. Initially, these 
carriers were limited to aircraft of up to 50 
.. seats flying on feeder routes. Former civil 
^. aviation minister Madhavrao Scindia, how- 
ever, opened up competition by 
. permitting regular passenger air- 
liners to fly on trunk routes such as 
theone from New Delhi to Bombay. 

East West started in February 
1992 with a single leased 126-seat 
Boeing 737-200. The carrier's start- 
up capital included a Rs 500 mil- 

lion facility from a bank consor- 
tium led by the State Bank of India 
and Rs 400 million from Wahid's 
family group. 

East West has since leased six 
other 737-2005 and three Fokker F27 
Mark 500 turboprop aircraft with 52 
seats. The 737-200s are widely avail- 
able in the leasing market for a modest 
US$250,000 or so a year, providing a cheap 

entry aircraft for the new carriers. The air- 
“craft, however, require a lot of maintenance. 
For its expansion, East West may lease 
Boeing 737-400s, which have 185 seats and 
=> better reliability. Wahid says the airline is 
s. talking to Guinness Peat Aviation and 
^." Boeing about leasing such aircraft this year. 
s. The 737-400 would match the best that In- 
= dian Airlines can fly. 
^. . Wahid believes his airline's strength is 
.. its closeness to the passenger market. Un- 
^ like most airlines that start with aircraft, 
- East West began with passengers. 
© - From Trivandrum in Kerala state, the 
. 41-year-old Wahid was one of the millions 
of Indians who travelled to the Middle East 
. to work. He spent five years employed at 
: trading and industrial training companies 
: in Dubai before setting up a recruitment 
agency there in 1980 that has placed 15,000 
Indians in foreign jobs. 

He set up East West Travel in 1982, and 
the company quickly betame one of India's 
top travel agencies with tie-ups to interna- 
tional airlines. When the travel company 
decided to enter the airline business in 
1991, it had a marketing network in place 
selling about Rs 2 billion in tickets a year. 
East West Travel also has working rela- 


















tionships with other travel agencies and 


agreements with several foreign carriers to 
ferry tourists around India. In addition, it 
is linked to the Atlanta-based Gabriel-II 
central-reservation system. 

Wahid is confident that East West can 
seize market share from Indian Airlines. 
“The Indian market has grown so big," he 
says, "and Indian Airlines have not done 
what they are supposed to have done." 

He points out that most air routes in 
India have inadequate services. "Usually, 
once load factors get up to 75-80%, airlines 
will put on extra capacity to prevent trade 
leaking away," he says. "But because In- 
dian Airlines had a monopoly, they were 
not looking at expansion." 

Wahid also says East West can beat the 
competition from other new private carri- 
ers such as Damanía and Citilink. "Our 
professional background is that we are 
from the travel trade and have established 
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market knowledge, trained people and in- 
frastructure," he says. “It will take time for 
the newcomers to acquire this. Success in 
aviation is marketing." 

East West also rates itself frequently to 
look for improvements, especially inflight 
cabin service. "We try to identify passen- 
gers' needs," Wahid says. "With every mis- 
take, we try to identify our shortfalls and 
correct them." 

Like the other new carriers, East West 
suffers from limited access to airport ter- 
minals. It currently operates out of old 
buildings in New Delhi and Bombay, while 
Indian Airlines uses new terminals in the 
cities for its trunk-route operations. 

The private airlines may also have lost 
some political backing when Scindia re- 
signed as civil aviation minister in January. 
His replacement, Ghulam Nabi Azad, ap- 
pears to be less happy with the idea of 
competition for Indian Airlines. Azad has 
indicated that he might take steps to pre- 
vent the state airline's pilots from being 


poached and to help it keep control of | 


trunk routes. 
Undaunted, Wahid believes the new 


civil aviation minister will persist with the 


government’s open-skies policy. “Indian 
Airlines is declining so fast," Wahid says. 
“He has no choice.” - 
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Attractions of 
Power 


Former Malaysian minister 
to assume key position 
often have second thoughts. But 


P when Tun Daim Zainuddin quit 
Malaysia's cabinet over two years ago, few 
expected him to return. In his seven years 
at the Finance Ministry, the gruff, enig- 
matic Daim appeared to have amassed 
enough influence to relinquish the driving 
seat without disadvantage. He has since 
stressed he is just a “businessman” looking 
after a skein of family companies. But is 
Daim, too, having second thoughts? 
According to ruling-party insiders, the 
government will soon name Daim as the 
key economic adviser to Prime Minister 
Datuk Seri Mahathir Mohamad. Although 
Daim has continued to hold semi-official 
positions — his passport already styles him 
as an “economic adviser to the govern- 


owerful politicians who vacate office 


| ment" — this latest appointment is the 


nearest he has come to a political come- 
back. In an interview with the REVIEW on 
10 April, Daim refused to confirm or deny 
the appointment. 

As finance minister, Daim engineered 
the privatisation of state-owned companies 
and was widely credited for leading Ma- 
laysia out of its 1985-86 recession. He 
stepped down in March 1991 but has re- 
mained one of Malaysia's most-watched 
figures. A friend and confidant of Ma- 
hathir, he has been mentioned by insiders 
within the ruling United Malays National 
Organisation (Umno) as a dark-horse can- 
didate for deputy prime minister. Others 
say Daim nurses higher ambitions. 

Daim's new role is guaranteed to fuel 
such speculation. He will replace Tan Sri 
Raja Mohar, an Oxford-educated econo- 
mist, who is Mahathir's current adviser. 
The post is the highest Daim has accepted 
since leaving the cabinet. He holds several 
titular positions and is treasurer of Umno, 
a position that gives him authority over a 
vast network of companies indirectly con- 
trolled by the party. 

Significantly, Daim is a political ally of 
the current finance minister, Datuk Seri 
Anwar Ibrahim, who is jockeying to be- 
come Mahathir's heir. Anwar is expected 
to mount a bid at Umno's assembly in 
November to topple his chief rival, Deputy 
Prime Minister Abdul Ghafar Baba, for the 
right to succeed Mahathir. n 
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MALAYSIA 
Ekran’s Hainan Project 


Ekran, a building group 
controlled by Sarawak tycoon 
Datuk Ting Pek Khiing, said 
on 7 April it has received 
approval from Chinese 
officials to develop 809 
hectares of beachfront land 
near Haikow city on China’s 
Hainan Island. Initial plans call 
for Ekran to build a 2,500- 
room hotel, a convention 
centre and an 18-hole golf 
course. 


JAPAN 

Toshiba Cuts Lines 
Toshiba said it will drop up to 
38 of its 100 product lines to 
devote more resources to 
strong-growth areas such as 
liquid-crystal displays and 
telecommunications. Products 
targeted to go include home 
electronics and certain 
information systems. Toshiba 
officials estimate the move 
could boost earnings by 

¥20 billion (US$177 million) 
for the year ending next 
March. 


NTT’s New Network 


Nippon Telegraph & 
Telephone said it will spend a 
record ¥45 trillion to install a 
new telecoms network by 
2015. The investment will 
expand fibre-optic lines to 
cover domestic households 
and offer more integrated 
functions, linking telephones, 
televisions, fax machines and 
computers, 


PHILIPPINES 
US Dispute Settled 


Manila moved off the US trade 
blacklist on 6 April by telling 
Washington it will seek to join 
an international convention 
protecting intellectual-property 
rights. In response, the US said 
it will remove the Philippines 
from its list of countries said to 
be violating America’s 1988 
Trade Act. 
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THAILAND 
Highway Toll Pledge 


Attempting to resolve a 
controversy that had worried 
foreign investors, the 
government set the toll on a 
new Bangkok highway at Baht 
20 (80 US cents). This is Baht 
10 short of the amount 
specified in the contract of 
Bangkok Expressway Co., 
which has a 30-year concession 
to build and operate the road. 
But the government said it 
would guarantee that Bangkok 
Expressway, a consortium led 
by Japan's Kumagai Gumi, 
receives Baht 18 from each toll, 
the amount it was to receive 
originally. 


CHINA 
Share Sales Banned 


The State Council banned in- 
house share issues by state 
enterprises until an illicit 
secondary market in such scrip 
is brought to heel. The shares, 
which are supposed to be 
issued only to employees, have 
been traded on kerb markets, 
damping demand for stocks 
on the country's two bourses 
and undercutting government 
bond issues. 


Talks With Boeing 


Peking announced on 9 April 
that it will order US$800 
million in small jets from US 
aircraft-maker Boeing, and 
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New toll may cool Bangkok highway dispute. 


said the two are negotiating 
another deal, at least as large, 
for wide-body craft. Boeing 
hopes the orders will help 
persuade the Clinton 
administration to renew 
China's most favoured nation 
trading status, due for renewal 
in June. 


INDIA 
Lending Curbs Eased 


The Reserve Bank of India, the 
central bank, cut bank reserve 
requirements on 7 April, 
freeing up about Rs 45 billion 
(US$1.4 billion) for lending. 
However, it left the key 
minimum lending rate 
unchanged at 17%. The central 
bank also said it would press 
foreign banks to meet a 
stipulation that they lend 

15% of total advances to 
"priority sectors" such as 
agriculture and small 
industries by 30 June. The 
moves are meant to boost 
lending to private industry, 
especially exporters. 


AUSTRALIA 

Westpac Sells Assets 
Beleaguered Westpac Banking 
Corp., the country's largest 
private bank, said on 13 April 
it has agreed to sell about a 
third of its US assets. Westpac 
said it will sell US$5.5 billion 
in credit commitments at book 
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value to Toronto-Dominion 
Bank as part of plan to slash 
its USS9.8 billion in US assets 
by about 75%. 


SOUTH KOREA 
Airport, Rail Review 


The nation's two largest 
projects — a Seoul-Pusan high- 
speed rail link and a new 
international airport outside 
Seoul — will be scaled back, 
the Transport Ministry said on 
9 April. Citing government 
budget constraints, the 
ministry said it will review the 
projects and probably extend 
their construction. They had 
been due for completion by 
2000 at a total cost of Won 8.1 
trillion (US$10 billion). 


VIETNAM 
Bank of Tokyo Debut 


Bank of Tokyo said it will set 
up à representative office in 
Ho Chi Minh City this year, 
becoming the first Japanese 
bank to operate in Vietnam 
since the communist victory in 
1975. Economic ties between 
Vietnam and Japan have 
improved significantly since 
last November, when Tokyo 
resumed commodity credits to 
Hanoi. Japan buys 80% of 
Vietnam's oil exports. 
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(11 M$ akg (2) US$ an oz (3) US¢ alb (4) M$ a tonne (5) USC a 60 Ib bushel 
(6) US¢ a 56 Ib bushel (7) US$ a tonne (8) PSS1, Me akg (8) S$ a 100 kg (10) US$ a barrel 
11) BWD, Chittagong/Mongla, US$ a tonne Source; Telerate, international Jute Organisation TOffered rate Source: Telerate, Salomon Brothers 





Economic Indicators, Selected Asian Countries 
Australia China Hongkong India indonesia Japan Malaysia 





US$10.99b (Nov) US$46.29b (Sept) US$28.9b (Dec 91) US$5.63b (Jan) US$10.45b (Dec) US$72.17b (Jani US$19.44b (Nov) 
US$16.53b US$40.92b na. US$3.90b US$9.26b US$71.71b US$10.22b 











Exports (6) 





Latest 3 months US$10.65b US$23.21b US$29.79b US$5.06b US$9.45b(8) US$82.99b US$11.11b 
% change previous 3 months +0.6 +3.6 -10.3 +6.9 +115 77 +4.0 


17 203 

















~ Base | Jul 89-Jun 90-100 Jan 1992=100 Oct 89-Sept 90-100/2) — 1982-100 Apr 88-Mar 89-100 1990=100 1990-100 
Latest 3 months index average 107.4 (Jul-Sept) 110.311) (Jan) 131.2 (Dec-Feb) 243.7 (Sept-Nov) 138.7 (Dec-Feb) 105.4 (Dec-Feb) 110.9 {Oct-Dec} 
% change previous 3 months +0.1 na, 42.2 «15 +3.6 $4 i07 
% change year earlier 40.8 +10.3 +9.4 49.3 +74 +14 45.0 








nd other estimates of GDP (GNP in China & Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) To March (5j IMF definition of reserves minus gold except for Singapore (6) fob 
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Stockmarkets — - 


E Kuala L 
Hongkong o 4700 || 85 KLSE Composite tn index - 
Hang Seng index ~ i p CERE 


Composite index 2.500 : 
Led dl Kees PET Ae SRPMS Cm ae i =e d Linde adi 15 
MJJASONDJFMi | MJJASONDJFMA : : 
New York Tokyo 5 Seoul Taipei |. Hongkong gom — Kuala Lumpur singapore 


| Turnover* US$9.7b usse ( US$1.1b US$1.8b || Tumover* — US$304.5m Jm || Tumover* — USSS65.7m. — UB242. 


Manila i Sa Nas © A ________ E Hmi ALl Ordinaries moer — AUE 


| y . 
— index BSE Sensitive index — 3400 |. 


SET Index 5 5 KSE-100 Index 


| | MJJASONDIFMA — || 
Bangkok = Mania | Jakarta ^ Bombay i Karachi — Colombo |. Sydney Wellington 


| index 862.71 1,064.35 || index 30723 — — 2,9109 | index 1,109.64 7.0 | 168870 — 185715 
Turnover * US$82.3m U8$18.3m Turnover * US$12.3m — U$$26.4m || Tumover* — 2.3mshares — US$0.2m Turnover* — US$178.5m — USfi$.3m. 











Interest Rates (96) 


Phil S South Korea Taiwan Thailand Prime interbank interbank Interbank 
lippines ingapore | 12 Apr. lending 1 montht 3 monthst 6 months? 





US$4.78b (Jan) US$39.39b (Nov) US$17.82b (Jan) US$82.31b (Dec) US$21.11b (Jan) 
US$3.59b US$32 88b US$13.99b US$82 40b US$18.06b 





US$2.48b rs 6.19b US$18.25b . US$20.08b US$8.83b 
5.1 42.7 A0 414,5 8.75 
+13.9 We 473 i52 M26. Mod in oM 






1988-100 Sept 87-Aug 88-100 —— 1990-100 19915100 1986-100 South Korea 111120 
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Longterm “Short term TfMonetary Stabilisation Bond (1 year) 
TOtfered rate Source: Telerate and Review Data 


Source: Official statistics 
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KUALA LUMPUR 







eparating the wheat from the chaff on 
«o ww the rumour-flogged Kuala Lumpur 
m Stock Exchange (KLSE) is no easy task. Take 
.the case of Idris Hydraulic, a once-obscure 
financial group owned by well-connected 
-. members of the country's ruling party, the 

United Malays National Organisation 

(Umno). 

Idris shares rose from 99.5 Malaysian 
sen (38 US cents) on 4 March to M$2.92 on 
12 April, and set daily volume records for 

- a single listed company. On 7 April, 214 
. million shares changed hands (in a week 
— when overall market volume averaged 600- 
<< 700 million shares daily, itself a record). To 
be sure, the market is on a strong upswing; 
the value of daily turnover recently exceed- 
-ed that in Hongkong and Sydney. 
^. But Idris’ surge sets it apart. The rise is 
=. tied to rumours that it will soon announce 
< a tie-up with Aokam Perdana, a diversi- 
> fied timber company also tied to ruling- 
-party politicians and one of last year's stel- 
= Jar performers on the exchange. Rumours 
-© say the two plan a share swap that would 
- -value Idris at M$3 per share. 

Shroff can offer one grain of wheat: 
sources in the boardroom of Idris have con- 
firmed that one of the two companies has 
already taken a major stake in the other. 
The sources say that Idris is keen to start a 

—- number of joint ventures with Aokam in 
the timber industry, where prices for tropi- 
- ^; cal hardwood have more than doubled in 
: the past 12 months. 
—. ^ But there are many other rumours 
-about Idris. These include the story that: 
Idris will take over Malaysia's privatised 
> postal system; it will win a huge bridge 
. project in Penang; it will receive a contract 
to help build a M$20 billion international 
airport in Sepang near Kuala Lumpur. And 
there is more. Some say Idris, which was 
“taken over by supporters of Malaysian 
Finance Minister Datuk Seri Anwar 
. Ibrahim in 1991, is about to buy into a local 
. unit of either Hongkong & Shanghai Bank- 
| ing Corp. or Standard Chartered Bank. 
Most of the rumours assume that 
. Anwar is engaged in an unabashed bid to 
- become heir apparent to Prime Minister 
Datuk Seri Mahathir Mohamad. If Anwar 
„succeeds, some say, Idris can expect to re- 
ceive government favours. 

Whether or not Anwar is making his 
moves, the supposition has been enough 
to send the KLSE into a frenzy of specula- 
tion. The ruling party's general assembly, 
which will vote on who gains the top posts, 





























BUSINESS 


-SHROFF 


does not take place until November, but 


speculators in Malaysia and Singapore are. 
already placing their bets on the outcome. 


of the meeting. With precious little real 
news to push stocks in either Singapore or 
Malaysia, political speculation is the best 
game in town. 

Needless to say, Idris company execu- 
tives are trying their best to keep their 
shareholders happy. Stockholders were 
more than a little miffed with Idris’ board 
when the stock sank to a low of 61 
Malaysian sen in September 1992 after an 
earlier raft of rumours regarding prospec- 
tive acquisitions proved false. 


Speculative Binge 


idris Hydraulic’s 
share price 


Average daily turnover, 
Kuala Lumpur Stock 
Exchange 





Apart from the proposed ventures with 
Aokam, managers of Idris have in fact suc- 
ceeded in turning the company around. 
The company returned to the black in 1992, 
posting group pre-tax profits of M$16.3 
million, against a loss of M$10.8 million a 
year earlier. Group turnover rose 13% to 
M$117 million. Future timber operations 
with Aokam should further enhance the 
company's profits. 

Investors eyeing Idris, however, should 
consider whether the recent run-up in its 
share price is sustainable. And while it is 
true that political ties are always an asset 
in Malaysia, it may be best to consider Idris 
a "fast-in, fast-out" stock until the com- 
pany's fundamentals become a little 
clearer. m Doug Tsuruoka 


Ht AMO 


FAR FASTFRN FCONOMIC REVIEW. 





Unruly Divide — 


A s the late American baseball manager 
Yogi Berra observed: “It ain't over till 
it's over.” Well, moves towards the merger 


_of Manila's two bourses to form the Philip- 


pine Stock Exchange (PSE) ain’t over yet; 
they may never be. 

At a ceremony on 7 April that was sup- 
posed to mark the unification of the Makati 
and Manila Stock Exchanges, President 
Fidel Ramos complained that “it has taken 
an awfully long time to unite our stock ex- 
changes, and at great cost to our country 
as a whole.” 

But he appeared to assume that the deal 
was done. True, the PSE was formally in- 
corporated a few weeks ago. But in fact, 
the merger of the two exchanges is far from 
complete. 

The biggest stumbling block remains 
agreeing on a site for the new bourse. On 
20 March, brokers from the two old ex- 
changes split the difference: 87 chose 
Tektite Towers in the Ortigas area of Metro 
Manila; 85 picked a new building that 
Ayala Corp. is rushing to construct in its 
Makati fiefdom. Four of the pro-Ayala 
votes were contested by the pro-Makati 
faction. 

The PSE’s new board sidestepped the 
result of the vote. It took the farcical deci- 
sion on 2 April of declaring the PsE's ad- 


dress as "Metro Manila," with one site to 


be called PsE Ortigas and the Makati site to 
be known as PSE Ayala. 

The board has not decided where it 
should be headquartered. So now the two 
factions are squabbling over which site will 
house the PsE's boardroom, executive of- 
fices and central files. No doubt these will 
be split, too. 

Trading on the two floors of the ex- 
change will not be linked by computer un- 
til Tune, if then. In the meantime, the 
Makati and Manila exchanges are carrying 
on as if the merger had never happened. 
All counters are now listed on the two ex- 
changes, but the local Business Star news- 
paper, for example, continues to publish 
two separate share indices. This simply re- 
flects the fact that some shares are traded: 
on one bourse, but not the other. 

PSE chairman Eduardo Lim has declined 
to comment on the latest controversy, say- 
ing: "All I want is to end these intrigues 
and get the unified exchange to take off." It 
has taken 10 years to reach this impasse. 
Don't hold your breath that there will be a 
breakthrough any time soon. 

m Rigoberto Tiglao 
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‘opean Monetary Sys- 
d its tenth anniver- 
nerally considered 
of a European mon- 
gnments, it seemed, 
past. The turmoil 
wit MS which began last Sep- 
oe témber put. an | end to such illusions. 
ik Nevertheless, some observers see recent 
events as an argument in favour of a fast 
move toward -monetary union” 
between the “hard-core” countries. 

Clearly, the system of quasi-fixed 
exchange rates as it emerged after the 
realignment in January 1987 had become 
increasingly fragile and could be stabil- 
ised only if expectations were strong that 
European monetary integration would 
be realised as envisaged in the Delors 
report. Thus even in an environment 
as favourable as that of the late 1980s, 
Europe’s progress towards economic 
convergence left much to be desired. 























Convergence more difficult 


While the reduction of inflation differ- 
entials has been impressive, persistent 
gaps have remained, causing some cur- 
rencies to appreciate in real terms. And 
although all European countries have 
tried to place their public finances on a 
more stable footing, not all of them have 
succeeded. The gaps between debt-to- 
GDP ratios have therefore widened. 
.. With Europe's growth prospects current- 
. ly rather subdued, convergence will be 
- harder to achieve. 

When launched in March 1979, the 
EMS was supposed to stabilise exchange 
rates, rather than fix them at unsustain- 
. able levels. The tools at its disposal were 
interventions — backed up by financing 
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“The EMS will have 
to become more flexible 


in order to survive.” 





facilities — coordinated economic pol- 
icies, and realignments. Over time, the 
use of these instruments has changed, 
with frequent realignments that fully 
compensate for inflation differentials 
being largely supplanted by monetary 
coordination, using the D-mark as an 
anchor to support dom- 
estic stabilisation efforts 
in the member countries. 


were eschewed altogether. 

This policy was com- EET 
pletely unsuited to cop- 1% pem 
ing with the tremendous E 
asymmetric. shock pro- 
duced by German unifi- 
cation. An appreciation of | 
the D-mark would have œ. 
helped the system adjust - 
to Germany's emergence : 
as a net capital importer. — 90^ 
This policy option was 
ruled out for political 
reasons, leaving the in- 
dividual EMS members with a dilemma: 
a depreciation of their currencies would 
have undermined the credibility of their 
monetary policies. But as their econ- 
omies weakened, it became harder for 
them to keep up with Germany's high 
short-term interest rates. 

The status quo was easily upset by 
political doubts about the future of EMU 
after the first Danish referendum. The 
threat of depreciation added a risk 
premium to interest rates, and when 
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The Commerzbank report — 
on German business and finan C 


COMMERZBANK 


German know-how in global finance 





faith in the viability of the EMS faded 
as Italy and the UK left the exchange- 
rate mechanism (ERM), any negative 
news was enough to put new strain on 
the system. 


But what lessons have we learned for ~ 


the future? Obviously, it becomes more 
difficult to fix parities if the market be- 
lieves that fresh realignments are pos- 
sible or that currencies will leave the 
EMS. Massive shifts in exchange rates 


hamper trade and the deterioration of E 


price competitiveness can pose serious 


Real effective exchange rates vis-à-vis EMS partners 


Ultimately, realignments — io pm 





1988 U 1989 “7990 ~ 199) — - 1992 


problems, especially for smaller countries. 
It is impossible for German interest 
rates to decline fast and far enough to 
accommodate everybody's needs. This 
means that the exchange-rate mechanism 
will have to become more flexible, which 
can easily be achieved using the exist- 
ing rules. A reliable commitment by all 
member countries to greater coordi- 
nation in the area of economic policy 
would be the best way to ensure ex- 
change-rate stability in the future. 


E 





f VIEWPOINT: is presented as a service to the international business and financial community by Commerzbank Economic Research Department, P. O. Box 1005 05, D-6000 Frankfurt am Main I, Germany. 
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ntheory, the value of any given HOW CAN YOU TRUST 
Veri NE Mesme no YOUR UDGMENT, IE YOU 
matter who's giving it to you. CAN'T T UST THE NUMBERS? 


But what about in practice? 





What if the number is from an 
unknown source? Orisa trifle delayed? ( 

Then it's a number that can ruin a a 4 
brilliant decision. A truly unfortunate | 
outcome whose prevention has always » 
been the highest priority at Dow Jones 
Telerate. 

The new Telerate Treasury 500™ 
package, for example, is the exclusive 
provider of Cantor Fitzgerald num- 
bers, the premier pricing source for 
active Treasury issues. And now the 
basic service includes 24-hour cover- 
age of the entire scope of government 
securities, among them Off-the-Runs, 
live basis trading, zeros and agencies. 

But the value of these numbers only 
becomes apparent when youuse them. 

They're live, they're attributable, 
and they're completely tradable. 
There's no need to find out who bid 
what and when. And when you set out 
to analyze the data, you're working 
with real trading prices. 

In addition to Treasuries, we also 
deliver thousands of pages of numbers 
on the foreign exchange and energy 
markets. Numbers worthy of your trust, 
and available to you at the push of a 
button or two. 

That is, if you uncross your fingers. 

For more information, call your local 


Telerate representative. 


LTELERATE 


Dow Jones Global Information 





Telerate is a registered mark of amd Telerate Treasury 500 is à service mark of T elerate Systems Incorporated 
© 199+ Telerate Systems Incorporated. All Rights Reserved. 32004 





CLASSIFIED ADVERTISEMENTS 


A vital 
Communications 
tool for China 


Just Released 


ow you can 
have the China 
Fax and Telex 
Directory, the only 
directory of its kind 
available in the market. 


China Fax & Telex 
| Directory is a vital 
communications tool for 
all China traders, 
| Compiled from our own 
|. database, it provides the 
- most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 





1. Alphabetically listed 

2. Industries Geographically listed 
J. Numerically listed — Fax 

4. Numerically listed — Telex 


You can get this extremely useful book by simply completing the 
order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


Mail or fax to: The China Phone Book Co, Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 503 1526 Tel: 508 4300 


Please rush me copy/copies of the China Fax and Telex Directory 
1993 as indicated: 


Name: 


3 China Fax & Telex Directory 1993 
Price; Hong Kong — HK$190 + HK$25 for postage & packing 
Elsewhere -— US$34 (including airmail postage & packing} 
No, d ee 
Bill me ©] 
iil n ee RENE ERES in payment thereof 


(cheque payable to The China Phone Book Co., Ltd.) 
to my credit card 


wo Í prefer to charge 
(tick one): 


Card No: 
Signature: — 





| Education, Engineering, international 


| Business Opportunities 





World Wide Fund for Nature, one of the largest nature 
conservalion organisations in the world, has a vacancy for a 


WWF COUNTRY REPRESENTATIVE, VIETNAM 









WWF | 
who will be stationed in Hanoi, Vietnam. The function involves management of all |; 
aspects of the WWF presencein Vietnam, including planning, devel opment,implemen- f 
tation and coordination of WWF project activities. | 






Qualifications required: PhD or Msc in natural resource management, environmental. : f oR 
studies or a related field. Atleast 10 years experience in international development and/. DIU 
or conservation management in Asia, preferably Vietnam. Preference will be given to i oe E | 
candidates with good communication and management skills, experience in successful]... 
| team building, and fluency in English and Vietnamese. 









Please send your application complete with CV and photo before 31 May 1993 to Mrs] i : em 
T. Elgersma, WWF International, Av. du Mont Blanc, 1296 Gland, Switzerland. (Fax: foo” 
-44-22-364 53 85) $ 









DEGREE COURSES 
Take a Masters degree in Business | 
| Administration (MBA! entirely at home | 
anywhere in the worid. Also Bachelor's, | 
Masters and Doctorate programmes 
lin Computer Science, Economics, 


OFFSHORE 
COMPANIES 


$ 

$ 
# 
Full Nominee Management, Accounting P 
and Admin sendces avallabie at $ 

reasonable cost with no hidden extras. 

Ready made Companies available. A 
BAHAMAS f 
B. V. ISLANDS f 
f 
f 
/ 
f 
$ 
f 
D 
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| Law, Languages, Sciences, etc. 


| Knightsbridge University, Dept. 
| FERS, Stefansgade 22, Copenhagen 


| 2200, Denmark. fax: «45 31 81 58 14 DELAWARE 


GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
PANAMA 
S. IRELAND 
W. SAMOA 
Other jurisdictions and offshore trusts available 
on tequast. 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER 
Overseas Company Registration a 
Companies House, Ramsay, isle of Man 
Tet 0624 815544 Fay: 0624 015548 
PETER SIDNEY 
72 New Bond Street, London W1Y 8DD 
Tes: 071 355 1096. Fax: 071 495 3017 
DIANA BEAN : 
24 Rallies Place, 26-05 Clifferd Centre 
Singapore 0104 
et [55)535 3382 Fax (65) 535 3001 
STELLA HO 
m 5 Hutchison House, Hong Kong, 
et (852) 522 0172 Fax: (8521 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars. 6 FL, 
Los Angeles. Ca 80067, U.S.A. 
Tel: (310) 5514106. Fax: (310) 5516684 
For U.S:A. Corporations Toll Free 
(1-800 FOR INOS; 
SUNIL BANYMANDHUB 
Les Cascades Guiding. Sth Floor, 
Edith Cavell Street, Port Louis, Bep. of Mauritius. 





Review 
Classified 
Sections 


The classifications available 
in this section are as follows; 
when booking, please state 
your requirements: 


Appointments 
Business Equipment 


Business Services 
Conferences & Exhibitions 


Courses & Seminars 


VÍ Tel: (230) 212 9800 Fax: (236) 2129833 
ECU eanOn 4, _ UK 0800-269900 
Fellowships +, USA 1-800-2834444 


Hotels & Accommodation 
Investment Opportunities 


Notices REVIEW CLASSIFIED 
ene | ADVERTISEMENTS 
Personal | 

Standard Units: 
Property 


1/4 (v) page (230 x 41mm) US$1,771 

1/4 (h) page (120 x 88 mm) US$1,848 

1/2 (v) page (230 x 88 mm) US$3,542 

1/2 (h) page (120 x 183 mm) US$3,69% f 
Full page (230 x 183 mm) USS7,084. 4l "s 


Positions Wanted 
Publications 
Residential Schools 


Universities 
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By Doug Tsuruoka in Bukit Merah 


ew Yoon Tat, a 48-year-old Chinese 

pork seller, is a squat, powerful man 

with the face of a boxer. He is chair- 
man of the Perak Anti-Radioactive Action 
Committee, which has seized headlines 
around the region in an eight-year fight to 
close Asian Rare Earth (ARE), a Japanese- 
Malaysian factory a kilometre from Hew's 
backyard. The factory has been accused of 
illegally dumping radioactive waste on the 
fringes of Bukit Merah, a town of 7,000 
mostly ethnic Chinese residents in the tin 
mining state of Perak, since the early 1980s. 

To this end, Hew has dedicated nearly 
the past decade of his life to collecting peti- 
tions, educating his neighbours about the 
hazards of low-level radiation and filing a 
major suit to shut down the plant, which 
churns out rare earth materials used in col- 
our televisions and Walkman-type cassette 
players. The ARE factory is the only one of 
its kind in Southeast Asia. Part-owned by 
Japan's Mitsubishi Chemical Industry Co., 
it is located in the Kinta Valley, which 
yields not only tin concentrates but also 
monazite, which can be refined into rare 
earth isotopes like thorium. 

The substances, which are greatly in 
demand from Japanese electronics makers, 
can also be used to make fluorescent 
lamps, optical lenses, catalytic converters 
and superconductive material. By the late 
1980s the plant, which is similar to process- 
ing centres set up by the Japanese in China 
and India, was producing 4,000 tonnes of 
rare earth chloride and 500 tonnes of rare 
earth carbonate worth M$30 million 
(US$19.2 million) annually. 

The contamination from such activities, 
say town residents, was widespread. Over 
a four-year period beginning in 1982, 
workers from the factory were seen scat- 
tering radioactive wastes along the road- 
side and in a 20-metre pond near the plant. 
The pond has since been filled and the piles 
of dust removed by factory managers nerv- 
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Hew Yoon Tat 










As Political Activist 


Head of local group leads an eight-year fight 
to shut down a factory accused of dumping 


radioactive waste 


ous about surveillance from local residents. 
But Hew notes that pipes from the plant 
still empty into the nearby Serokai River. 

Hew, an Ipoh-born man of Hokkien 
ancestry who has four children, says ARE's 
managers have never met with local resi- 
dents in the 10 years since the confronta- 
tion began. “They didn't want to talk,” he 
asserts, "they didn't care about our people 
from the beginning." Strange events have 
occurred in recent years, such as a three- 
legged calf that was born in 1988, jungle 
fruit trees that bear less fruit each season 
and a rise in cases of leukaemia. 

The Perak state government has or- 
dered all areas of suspected contamination 
to be sealed. But a debate continues over 
whether radiation is still leaking. 


6 Strange events 
have occurred, 
such as the birth of 


a 3-legged calf e 


The uproar over Bukit Merah is also sig- 
nificant because it quickly won the sup- 
port of scientists and environmentalists 
from Japan who made scores of visits to 
the town to help prepare the case against 
the factory owners. They lobbied with Ja- 
pan's government and business leaders to 
halt the plant's operations and sent spe- 
cialists to scan local radiation levels, which 
were found to be abnormally high. 

Things came to a head last 11 July when 
an Ipoh High Court ordered the facility to 
cease operations. The factory owners, who 
include a heavy mineral supplier called 
BEH Minerals, were also directed to com- 
mence disposal of all radioactive wastes 
stored at the site. 

Hew's triumph, however, was short- 
lived. Mitsubishi successfully appealed two 
weeks later to Malaysia's Supreme Court 
to have the lower court ruling overturned. 
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In setting aside the order, the Supreme 
Court said that it would carry out an inde- 
pendent evaluation of the radioactive 
hazards at the site. It also allowed ARE to 
resume production, pending a final deci- 
sion by the court. 

The case drew the attention of Prime 
Minister Datuk Seri Mahathir Mohamad, 
who noted that any decision to close ARE 
should be based on the judgment of "unbi- 
ased" experts and not those chosen by the 
Perak committee. The prime minister made 
his comments despite the fact that the Su- 
preme Court ruling was publicly con- 
demned by Japan. 

There has been little indication from the 
courts on when their own review of the 
case will be completed. In the meantime, 
the residents note, the plant is still shut. “I 
think there is some problem inside the fac- 
tory," says Hew, "They think it is impor- 


tant to remain closed." 
| mittee in a remote corner of the coun- 
try also shows that popular support 
for such stands is growing despite the occa- 
sional hostility of Malaysia's government: 
Hew was one of three members of the Perak 
Anti-Radioactive Committee who was ar- 
rested under the country's tough Internal 
Security Act in 1987. He was detained for 
two months before being released. 

Such ordeals might have prompted 
lesser men to throw in the towel. But Hew 
shows no signs of giving up. He shows a 
visitor to an unfinished room just inside 
the entrance to his house. Inside is a small 
medical examination table. "I plan to get a 
doctor to treat the children in the village 
who are falling ill," he explains. 

Nearly 4,000 people have left the town 
since the controversy began. The bulk of 
Bukit Merah's residents, however, continue 
to hang on. "Where else will we go?" asks 
Hew. "Your life, your business elsewhere, 
would have so many problems. I will stay 
here." » 


he persistence of Hew and his com- 
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is why our 134,000 employees work in close 


As the world leader in communications 
systems, we are dedicated to bringing people 
together. 

As part of Alcatel Alsthom, we believe that the 
best solutions stem from a combination of global 


experience and local understanding. Which 


partnership with our customers in over IC 
countries. Through Research and Developmen 
we are continually enhancing the capability 
and efficiency of communications networks. 


This includes such advanced services a 


dwide communications. 


'oadband communications, corporate networks, V 
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iobile communications (GSM). 
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Number one worldwide in communications systems. 
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Alcatel n.v., World Trade Center, 

lutions, worldwide. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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Russian Value 

It was gratifying to read your recent article 
about how Samsung was able to use Rus- 
sian technology to get a jump on the Japa- 
nese and American competition [Russian 
Bargains, RESEARCH & INNOVATION, 15 
Apr.] Our institute has been promoting this 
idea in Asia since 1989. 

But your readers should not get the im- 
pression that Russians can only add value 
in expensive development projects. While 
few Asian companies have the financial 
resources of Samsung, we have found that 
cooperation with Russia can be beneficial 


.. for much smaller companies as well. We, 
—. for example, will be realising several soft- 


ware products into the US market via 
Asian partners. Other projects either under 
way or under discussion with organisa- 
tions in Asia include technologies for 
power supply design, laser barcode scan- 
ning devices, data encryption, fingerprint 
analysis, etc. The combination of Asian 
manufacturing and marketing with Rus- 
sian technology is highly symbiotic, espe- 
cially in mass-market goods. 

This is also why we have recently set 
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All AsiaSecurities 
Your Profit Link to the 
Philippine Equities Market 
Like the Philippine Eagle, All AsiaSecurities 
soars through the Philippine Equities 
Market with actionable ideas, accurate 
forecast, efficient execution & settlement, 
and capital strength. : 
"fo access your profit link to the Philippine 
Equities Market, contact: 
Peter Mutuc € Henry Morris 
8175139 8171832 


For more details call: Don P. Calderon 
Managing Director 
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Moscow to make it easier for Hongkong 
firms to start their business in Russia and 
the Commonwealth of Independent States. 
Those who are interested may call and get 
more information from our representative 
in Hongkong, Image Alpha Ltd. (telephone 
511-4211 or fax 507-3335). 
ALEXANDER V. SAPOZHNIKOV 
Head of international Relations 
IPIAN (Russian Academy of Sciences) 
Moscow 


Chun Up | 
In your 4 March editorial [Another Suc- 
cessful Succession], you duly paid hom- 
age to the departing president of South 
Korea, Roh Tae Woo. In so doing, you did 
not adequately take into account the role 
his immediate predecessor, Chun Doo 
Hwan, played in setting a precedent of 
peaceful transfer of power by leaving of- 
fice when his term expired in February 
1988. > 
If Chun had not exhibited the qualities 
of statesmanship by recognising the limits 
of power and had not taken the initiative 
to meet the demands of the people in Ko- 
rea towards the end of his term, the eight- 
point programme for democracy embod- 
ied in the 29 June Announcement would 
not have been proclaimed "to pave the 
way for the free and prosperous Korea that 
stands before us today." At the time of 
Roh’s announcement, in 1987, it was 
widely acclaimed as a brave act on his part. 
But, as once-confidential material has be- 
come public, it is becoming clear that Chun 
was the prime mover in the drama that he 
wrote and had Roh act out. History would 
have been served better had these facts 
been taken into account. 
NACK YOUNG AN 
Department of Political Science 
Georgia State University 
Atlanta 


Don't Call Us 

[ would like to make a comment about 
Rigoberto Tiglao's 25 March article, On the 
Hook. 


The article suggests that Philippine Tel- 
| ecommunications Investment Corporation 


(PTIC) had not paid a loan guaranteed by 
the Development Bank of the Philippines 
(DBP) when it stated that "there appears to 
be no record of the loan ever having been 
paid back." 

We would like to state categorically that 
PTIC has been paying its loans religiously, 
and in accordance with the payment sched- 
ules stipulated in the various loan agree- 
ments entered into by pric. The fact that 


Mm OA F^ O AMTIA IT CO PRR OR A AEE OTME AAS 


the DBP guarantee was extinguished 19 . 
years ago and the DBP loan was fully paid - 
nearly nine years ago may be the reason - 
why your reporter failed to find any 
"record of the loan ever having been paid 
back." 

Furthermore, it is not true that PTIC has 
never filed financial statements required by 
the Philippine Securities and Exchange 
Commission (SEC) since its inception in 
1967. Through our external auditors, SGV 
and Co, PTIC's annual financial statements 
have been filed with the sec. We have also 
submitted to the sEC yearly, the General 
Information Sheet and Minutes of the An- 
nual Stockholders Meeting. For your fur- 
ther information, PTIC has dutifully filed its 
annual income tax return to the Bureau of 
Internal Revenue, thereby complying with 
all governmental requirements. 

RICARDO R. ZARATE 
Corporate Secretary 

Philippine Telecommunications 
Investment Corp. 

Manila 


Royal Pain 

Regarding your 21 January article by Nate 
Thayer [Legal Weapon], it is true that the 
Cambodian people were relieved to think 
that peace has returned after the 23 Octo- 
ber 1991 Paris Accords. Prince Sihanouk 
has taken advantage of this situation to 
pretend that it is he who has brought 
peace. But the people are still worried 
about the possible return of the Khmer 
Rouge to power. 

From 1955 to 1970 Prince Sihanouk was 
in power, and I am a witness to the fact 
that his regime was the most anti-demo- 
cratic in the world. He did not accept plu- 
ralism and did not tolerate any political 
initiative on the part of the Royal Cambo- 
dian government. Many of his political 
opponents were executed. 

One should remember that since 1970 
the prince has always supported the 
Khmer Rouge and he is still its ally. There- 
fore he cannot take Cambodia towards de- 
mocracy. 

LIM KIM YA 

Director 

Moulkhmer magazine 
Paris 





The REVIEW welcomes letters to the editor. Let- 
ters may be mailed to the Editor, Far Eastern. 
Economic Review, GPO Box 160, Hongkong. 
They may also be faxed to (852) 503-1530. Let-: 
ters must include the writer's name and ad- 
dress. All letters are subject to editing for length: 
and clarity. | 
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EDITORIAL 


.— Happy Talk on Hongkong 






an old bulldog new tricks after 
he British have been locked in a 
o. a Peking whose expectation of 
on grew with each new capitula- 
en ise. When Governor Chris Patten 
tried to straighten the backbone of Her Majesty's representa- 
tives, China was enraged. And much of the Hongkong Es- 
tablishment — whose former attachment to London has 
given way to a new-found warmth for Peking — lectured 
. Mr Patten that the Chinese would destroy Hongkong un- 
less the governor gave Peking everything it wanted. 
Peking huffed and it puffed, but the fact that talks resume 
this week shows that China could not blow Hongkong 
down. Back when Mr Patten first put forth what everyone 





concedes is a modest package of political reforms, self-de- | 


scribed Sinologists tsked tsked that his strong line would 
only force China to harden its own position. They were 
wrong. Certainly China stepped up the rhetoric, but its de- 
mand that Mr Patten scrap his proposals before they could 
even think about talking about political development sud- 
denly gave way when the governor was about to submit his 
plan directly to the colony's Legislative Council (Legco). 
The talks have only come about now because he did defy 
accepted wisdom by keeping his bill alive. 

To be sure, we have our doubts about what talks are 
likely to achieve. And Britain gave a little more than we 
would have liked. The fudging of the British position was 
most apparent in the willingness of Mr Patten’s team to 
gloss over the precise role in the talks of Hongkong officials. 
From the beginning Mr Patten said they would participate 
as equal members, with Hongkong people helping to plan 


| ain would surrender, China's sudden willingness to sit : 


| London and the Hongkong governor. The most importa: 
_ thing now is not t 


_ Filipinos working overseas, they account for 90% of all so- 


the future Hongkong. China insists that the talks are be- - 


. tween London and Peking only, and that any Hongkong | 


officials who happen to be at the table represent not Hong- 
. kong but Britain. On the status of these officials, the Hong- 
-= kong Government issued a question-begging press release 
. that said they “will take part in the talks in exactly the same 
_ way as they have done in previous negotiations.” 
. . Still, Hongkong democrats do not seem overly worried 


. about the semantics here. Probably they are more heartened | 
. by Mr Patten’s statements that, in and of themselves, talks | 
have no value. The governor notes that London and Peking | 
. are still far apart on the substantive issues that divide them. | 
In Hongkong such statements are designed to dampen ex- | 
pectations about reaching a reasonable understanding with | 
China any time soon. But they are also a signal to China that | 


Mr Patten will not let the talks become an end in them- jn ; 
_ every other part of Asia. It is not the s 


selves, allowing China to stall indefinitely. 
. We predict that the talks will in the short term result 
only in further acrimony. Peking has not accepted Mr Pat- 





hatever reform package emerges must be passed by Legco. 


-.ten's pledge that there will be no secret side deals or that 


| 


i 
i 
| 
| 
i 


FAR EASTERN ECONOMIC REVIEW t x 


Peking will eventually accept these heresies as well. Where - 


politics. But now the senator has introduced legislation to 
ban women from working as maids overseas. The senator 


Philippines.” It is an economic system whose perverse in- 


COMOMHC 














once China sat on its hands in stony silence and knew Brit- 
the negotiating table represents a new-found respect fi 
nat there are talks. The most importa: 


thing is that both Hongkong people and Peking are begin 
ning to think that Britain means what it Says. e 








opping Filipinas at the border _ up 
he chairman of the Philippine Senate's Foreign Rela- | 


tions Committee, Blas Ople, usually brings to issues- bo 
the kind of horse sense too often absent in Philippine 





T 


notes that while domestics represent only about a fifth of all 


cial and welfare problems. The resolution says that this fact | — 
"distort[s] the image of the Philippines worldwide." : 

No one would dispute Senator Ople's intentions. Philip- 
pine domestics abroad do risk sexual abuse and are often | 
subjected to squalid living conditions. Even in relatively | 
benign Hongkong, the almost 90,000 maids have become. | _ 
the subject of what some local wags have dubbed "ethnic | 
cleansing”: an effort to move them from the city centre; | |. 
where they gather with friends on their one day off on week- | 
ends, to an out-of-sight car park. There are also clear social |. n 
costs. Many of the women have their own children back | | 
home; a number have university degrees. | 












. But legislated barriers to the free movement of labour . 
usually point to a deeper problem for which emigration is 
simply one symptom. As well-intentioned as this law might 
be, Filipinas forced to take work abroad as domestics can- 


not eat good intentions. Those familiar with their.cond 










If the government wants to protect Filipinas from exploi- 
tation, give these women better alternatives at home. Prima- 


ing Filipina domestics that is "distorting the image of the — 


centives give women better opportunities as maids abroad. 
than as workers at home. EP 








Oh yes, and some astronauts landed on the moon. 


WHEN they come to write the 
history of the 20th century, the 
summer of '69 will surely merit 
a chapter of its own. 
The Beatles sang ‘Get Back’ 
on a London rooftop, there was 
a vibrant new President in the 
White House, and the eyes of 
the world were turned skywards 
as Neil Armstrong prepared to 
set foot on the Moon. 
Away from the public gaze, 
rends different band of pioneers 
j 7 dU was preparing to step into the 
ae unknown. "s 


But int this case the destina- 




















"glos was not. à Sea of Tranquility, 
2 — far trom i it. é 
ae a 2m Fifteen’ metre waves and 


e i 
rrgcane. force wands were 


- gas three kilometres below. 
. History records that both 
“sets of men accomplished their 


paceship Apollo, their adven- 


res were la rgely over 


aie inel for ol and : 


missions. For the crew of the 


For the oilmen they hadj just 
gun. In November 19 1970, , BP 





duly announced the discovery 
of their huge ‘Forties’ field. 
Hardly a single day has passed 
since without an act of sacrifice 
or courage on their part. 

Giant platforms, taller than 
Big Ben, have been engineered 
and positioned in the teeth of 
storms. 

Pipelines have been laid for 
hundreds of kilometres beneath 
the waves. 

And of course, new dis- 
coveries made: the ‘M’ fields, off 
England’s North East coast were 
discovered by BP just last year. 


The Beatles never sang 


: together again, Richard Nixon 
= turned out to be, well, Richard 


| Nixon and no astronauts have 


exceeded the achievements of 


|. Neil Armstrong and his men. 


But how magnificently has 
all the promise of that golden 


age been fulfilled, by the North 


|. Sea explorers from BP 
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Offshore Breeze 


With rumours circulating among 
Seoul's stockbrokers and junior bureaucrats 
that President Kim Young Sam may move 
decisively to end the local practice of sav- 
ing and investing through anonymous fi- 
nancial accounts, government auditors and 
prosecutors are worried that wealthy indi- 
viduals — notably politicians, civil servants 
and military officers — are beginning to 
move their money overseas. Although the 
government decided last month against the 
swift implementation of a so-called real- 
name financial system for fear of disrupt- 
ing the country’s early economic recovery, 
Kim's political instincts are thought likely 
to override his policymakers’ caution. 


Preventive Medicine 


The Vietnamese authorities in Ho Chi 
Minh City, apparently alarmed at the rap- 
idly growing number of confirmed cases 
of HIV infection, have mounted a campaign 
in recent weeks to detain and forcibly test 
intravenous drug users and prostitutes. 
More than 80 people are currently being 
held at the Binh Trieu drug rehabilitation 
centre on the outskirts of the city. The 
number of confirmed cases of HIV, the vi- 
rus which causes Aids, has jumped to 215, 
up from only 10 at the beginning of the 
vear. 


Gang Busters 


Manila's recent partial success in hunt- 
ing down kidnap gangs has been largely 
due to the use of Philippine armed forces' 
intelligence units, an army general says. 
The procedure has been for military intelli- 
gence agents to pinpoint the kidnap gangs' 
bases, with the Presidential Anti-Crime 
Commission (PACC), headed by Vice-Presi- 
dent Joseph Estrada, assigned to arrest 
the criminals, he said. However, the 
general said "the PACC is just for show, 
and Estrada is good at that." He also said 
the recent spate of kidnappings were the 
work of ordinary criminals — despite the 
popular belief they were carried out by 
specialist gangs — who realised such 
crimes were easier to execute than bank 
robberies. 


Very Large Plan 

Indonesia is considering the feasibility 
of the government-owned PT PAL shipyard 
building very large crude carriers (VLCC), 
or oil tankers of more than 160,000 dwt, for 
export. The necessary expansion of the PT 
PAL facility in Surabaya to accommodate 
the tankers, which are more than five times 
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larger than anything the shipyard is now 
capable of building, would cost an esti- 
mated US$100-150 million. Indonesia’s 
State Minister for Science and Technology 
B. J. Habibie is backing the plan, which has 
yet to secure presidential approval. The 
VLCC market is currently dominated by 
Japanese and South Korean shipbuilders. 


Unhappy Birthday 


A growing economic crisis and North 
Korea's confrontation with the West over 
its nuclear policy have taken away some 
lustre from President Kim Il Sung's birth- 
day festivities. In the past North Korea im- 
ported special food items, stationery and 
toys before Kim's 15 April birthday. This 
year, South Korean intelligence analysts 
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Kim: no birthday gifts. 


were surprised to note the absence of such 
gifts. Another key indicator of North Ko- 
rea's economic problems is the sharp de- 
cline in oil imports, which now have to be 
paid for in hard currency. South Korean 
analysts estimate North Korea's 1992 oil 
imports totalled 1.35 million tonnes against 
2.54 million tonnes in 1990. 


Prison Reform 


The 1992 US-China memorandum of 
understanding on prison labour is looking 
increasingly frayed. The agreement was 
billed as a solution to the controversial is- 
sue of the export of prison-made products 
from China. But some diplomats in China 
have become increasingly frustrated by 
both a lack of cooperation from the Chi- 
nese side and because Bush appointees in 
the State Department have supported Pe- 
king's efforts to dismiss what it regards as 
a minor issue. The recent confirmation of 
Winston Lord as assistant secretary of state 
for East Asian and Pacific affairs means 
that pressure is likely to grow from the US 
side for a more watertight memorandum 
to be negotiated. 
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PAKISTAN 


The sacking of Prime Minister Nawaz Sharif shows that real 
power in Pakistan lies with the president and the army. But the 
final outcome of the crisis still depends on elections. 


By Salamat Ali in Islamabad 


akistan has seen the curtain fall on 
2 the third act of a political tragi-com- 

edy which began in the mid-1980s. 
In the late evening of 18 April, a solemn- 
looking President Ghulam Ishaq Khan dis- 
missed the elected Prime Minister Nawaz 
Sharif. 

Act I ended five years ago when an ear- 
lier strongman, than president Zia-ul Haq, 
had sacked his prime minister M. K. Junejo. 
Today’s cast of characters, though, recalls 
those who figured in Act II of the drama. It 
was the same Ishaq Khan who abruptly 
intervened in the political process in late 
1990 when he sent then prime minister 
Benazir Bhutto packing. 

In all three cases the incumbent presi- 
dent charged the government with corrup- 
tion, nepotism and maladministration and 
promised fresh elections. The presidential 
actions, though strictly in accordance with 
the constitution, have been described by 


10 


many observers as administrative or con- 
stitutional coups. More significant, each 
sacking of an elected government has 
plunged the country’s politics into deeper 
turmoil. 

On 19 April, the day after he was re- 
moved, Sharif and his allies applied to the 
Punjab High Court to have the dismissal 
declared unconstitutional. A defiant Sharit 
also threatened mass agitation, declaring 
that he would “fight this out in every nook 
and cranny of the country.” A day later, 
Sharif's followers organised a strike in Pun- 
jab, their provincial power base. While the 
strike was only partially successful, it 
marked the beginning of confrontational 
politics among rival parties. 

If he persists in challenging his dis- 
missal, Sharif will be taking on not only 
the president but also the interim govern- 
ment named to succeed him and to con- 
duct elections by 14 July. The president has 
appointed Balakh Sher Mazari, a dissident 
leader from Sharif's ousted coalition re- 
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gime as the caretaker prime minister. The 
other two ministers so far appointed to the 
caretaker cabinet are Hamid Nasir Chattha, 
a former cabinet colleague of Sharif, and 
Faruque Leghari, a member of the oppo- 
sition Pakistan People's Party (PPP) led by 
Bhutto. 

After taking over power, Mazari de- 
clared that his task was to hold elections, 
restore normal working of the administra- 
tion and heal the wounds inflicted by the 
“misdeeds” of the past regime. He also 
pledged to end political "confrontation, 
corruption and deceit." 

[n effect, Mazari was echoing the 
president's charges for dismissing Sharif. 
Yet, while assuming the mantle of a 
"government of national unity,” Mazar 
and his colleagues did not rule out includ- 
ing Sharif's followers in the caretaker gov- 
ernment, an offer Sharif is unlikely to ac- 
cept. 

While it is not unknown in Pakistani 
politics for rivals to become allies, the 
struggle between Sharif and Ishaq Khan is 
too recent to be patched up easily. Al- 
though Sharif began by working closely 
with the president after becoming prime 
minister less than three years ago with tacit 
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backing of the army, the two fell out over 
the crucial issue of sharing power. 

Independent of constitutional formulas, 
real power in Pakistan is shared by a so- 
called ruling troika consisting of the presi- 
dent, prime minister and the military. 

Former strongman Zia, an army gen- 
eral-turned-president, amended the consti- 
tution in 1985 to give himself, as president, 
overriding powers to appoint and dismiss 
the prime minister, the army chief and sen- 
ior members of the judiciary. Zia’s move 
also allowed him to dissolve the legisla- 
ture. The resulting shift from a parliamen- 
tary system of government to one based 
on an executive presidency has led to end- 
less tussles between the president and 
prime minister ever since. 

According to Ishaq Khan, his differ- 
ences with Sharif started over the appoint- 
ment of general Asif Nawaz Janjua as the 
army chief last year and were exacerbated 
by tensions between Sharif and the army 
over the prime minister's interference in 
military affairs. Relations worsened further 
when Gen. Abdul Wahid was appointed 
to succeed Janjua early this year — a choice 
not favoured by Sharif. 

The president said that the point of no 
return was reached when Sharif began 
openly denouncing the presidency in 
February. During his tenure Sharif had in- 
troduced liberal economic reforms. Em- 
boldened by his successes in these areas 
Sharif felt he could get 
the National Assembly to 
amend the constitution so 
as to deprive the presi- 
dent of the special powers 
to dismiss the prime min- 
ister. 

But he ignored the fact 
that his own ruling coali- 
tion was not united while 
the incumbent president 
was an experienced and 
wily politician. As Sharif's 
attacks against Ishag 
Khan mounted, the lat- 
ter's followers began ex- 
ploiting the factional ri- 
valries within Sharif's 
Muslim League party. 

Beginning late last 
month, the president's loyalists succeed- 
ed in bringing about the resignation of 
nearly one-third of Sharif's cabinet. Al- 
though Sharif's camp tried to assuage the 
president by adopting him as their candi- 
date for the presidential election due later 
this year, Ishaq Khan remained unrecon- 
ciled. 

Sharif had also assumed that in his bid 
to cut the president down to size, the op- 
position led by Bhutto's PPP — which had 
long resented the special presidential pow- 
ers — would come to his help. Bhutto who 
had been convalescing since early this year 
after giving birth to her third child in Lon- 
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Ishaq Khan removes Sharif as prime minister. 


don, chose to wait out the battle between 
Sharif and Ishaq Khan. 

Returning home on the eve of Sharif's 
dismissal, she announced that her party 
would not support Sharif's proposed 
amendments to the constitution. While not 
upholding the presidential powers, Bhutto 
declared that the political impasse should 
be solved by fresh elections. 

In addition to constitutional issues, 
other more murky and personal elements 
may have precipitated the action against 
Sharif. In March Janjua's widow alleged 
that her husband had been poisoned to 
death in a conspiracy involving Brig. 
Imtiaz, the intelligence chief and Sharif's 
top adviser Nisar Ali. 

The president, who had earlier advised 
the prime minister to get rid of these two 
aides, asked Sharif to investigate the wid- 
ow's allegation. Sharif did not follow 
through, or so the president implied in his 
18 April announcement. Analysts believe 
this case is likely to pursued by the in- 
terim regime, adding to Sharif's difficul- 
ties. | 

Sharif s Muslim League will go into the 
election campaign with the party hope- 


lessly split and without any guarantee that | 


its erstwhile coalition partners will be of 
any help. In Sharif's political bastion of 
Punjab, his party's provincial legislators 
have begun a move to get rid of their chief 
minister — a Sharif loyalist — which could 





further discredit Sharif's party. 

Likewise, the PPr's credibility has also 
been hurt somewhat — though Sharif's 
ouster has helped it to gain the upper 
hand, at least for the time being. The ppp 
had all along been opposed to the presi- 
dential powers, with Bhutto personally 
suffering under those in 1990. Her support 
for Sharifs sacking under similar condi- 
tions now could be seen as political expe- 
diency by the PPr's allies on the Left. The 
next act of Pakistan's political drama is 
likely to see some prominent power seek- 
ers fall, while the dominant role of the 
army remains intact. 2 
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CAMBODIA 


Vicious 
Circle 


Polls seen as deepening 
national divisions 


By Nate Thayer in Phnom Penh and 
Rodney Tasker in Phum Malai’ 


C ambodia’s UN-conducted May gen- 
eral election is shaping up to be a 
bloody, almost token, affair. The 
Khmer Rouge, a major faction in the peace 
equation, has already opted out of the 
process and is poised to launch a new 
round of guerilla attacks aimed at disrupt- 
ing the poll. The Phnom Penh regime is 
relying heavily on intimidation and its own 
brand of violence to prevail. And, as a re- 
sult of a rising toll of UN casualties and 
threats to electoral workers, the UN Tran- 
sitional Authority in Cambodia (Untac) is 
prepared to concede large tracts of the 
country in the face of growing violence and 
instability. 

Nevertheless, it is clear that Untac is 
determined to go through with the 23-28 
May election. Further, despite the Khmer 
Rouge's opposition to the poll, its fighters 
are unlikely to be able to mount much 
more than a sporadic terror campaign. 

It is equally clear to observers, however, 
that the election is unlikely to produce a 
new government to guide Cambodia out 
of its two decades of violence — and may 
well spark a new civil war. Analysts say 


_ that if Prime Minister Hun Sen's Phnom 


Penh regime wins the election, such a war 
is a virtual certainty. 

The prospect of a victory for the Phnom 
Penh regime — originally installed by the 
invading Vietnamese in 1979 — evidently 
haunts the Khmer Rouge. “The Cambodian 
nation and people are clearly aware that 
elections held in such circumstances would 
only legalise Vietnam's occupation and 
annexation of Cambodia, and would spell 
the death of Cambodia as a nation and its 
people" Khmer Rouge spokesman Mak 
Ben told a 17 April news conference in the 
guerilla-held village of Phum Malai, close 
to the Thai border. 

He said the result of the election had 
already been set to give a 70-80% majority 
to the Phnom Penh "Vietnamese puppet" 
regime. According to Mak Ben, Vietnam- 
ese were still pouring into the country, and 
many were being used by Hanoi as cadres 
under various guises. He also said 1.3 mil- 
lion of the 2.4 million ethnic Vietnamese 
the Khmer Rouge claim are in Cambodia 
were among the 4.7 million voters regis- 
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tered by Untac. 

These figures are disputed by diplo- 
matic sources in Phnom Penh, who 
there are between 500,000 and 700,000 eth- 
nic Vietnamese in the country. In addition, 
Untac says thousands of ethnic Vietnam- 
ese have fled Cambodia after murderous 
attacks on their villages, allegedly by the 
Khmer Rouge. 

One of the main reasons why the 
Khmer Rouge has refused to participate in 
the election, and withdrew its representa- 
tives from Phnom Penh on 13 April, is its 
claim that Untac has failed to verify the 
existence of Vietnamese as “foreign forces" 
in Cambodia. As Mak Ben told the news 
conference, if the Khmer Rouge took part 
in the election it would be "committing 
treason against the nation, selling Cambo- 
dia to Vietnam and be- 
coming its puppet, and 
allowing Vietnam to 
swallow up Cambodia 
forever in accordance 
with its strategic design." 

It remains to be seen 
how violently the Khmer 
Rouge will try to disrupt 
the election. Apart from 
the murders of scores of 
ethnic Vietnamese, eight 
Untac personnel have 
been killed so far, with 
suspicion centring on the 
Khmer Rouge as the cul- 
prits. The Khmer Rouge 
has accused Untac of sup- 
porting the Phnom Penh 
regime, but Mak Ben told 
the news conference: “We 
do not have any policy to do any harm to 
Untac — we need support from the inter- 
national community." 

Untac sources say there is some truth in 
the Khmer Rouge's complaint that it is al- 
ways held responsible for v iolence. For ex- 
ample, while the murder of a Japanese UN 
electoral worker on 8 April was initially 
blamed on the Khmer Rouge, it is now 
thought to have been carried out by others, 
according to Untac's s preliminary investi- 
gation. Untac's electoral officers have hired 
some 50,000 Cambodians to assist them, 
and a number of those who were refused 
this lucrative employment have issued 
death threats against UN personnel. Fur- 
ther, Phnom Penh government soldiers, 
who are often not paid for months, regu- 
larly demand money at gunpoint from 
Untac workers. 

Despite the Khmer Rouge's protesta- 
tions of innocence, however, the REVIEW 
has learned that there is a debate within 
the faction's military and political leader- 
ship over whether to attack UN personnel. 
Sources close to the faction say that while 
Khmer Rouge military commanders have 
proposed such attacks, its president Khieu 
Samphan and other leaders have argued 
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against such à policy. This group fears that 
a campaign against Untac would merely 


sage inc rease international hostility towards the 





pe 4 Rouge, and further undermine the 
factis contention that it alone abides by 
the November 1991 Paris peace accord. 
The Khmer Rouge has already begun a 
military offensive in Cambodia's north and 
northwest, with the key provinces of 
Kompong Thom and Siem Riep now the 
scene of daily attacks that appear to be de- 
signed to isolate the provincial capitals. In 
Siem Riep, Khmer Rouge rockets are now 
within range of the airport, while roads 
linking the two provincial capitals to the 
rest of the country are being systematically 
cut. Analysts in Phnom Penh, however, 
point out that, despite the Khmer Rouge's 
reputation as a ruthless and determined 





The Khmer Rouge is set tío a return to guerilla baction: 


fighting force, it does not appear to have 
sufficient military strength to hold any sig- 
nificant populated areas. 

Nevertheless, the effect of the violence 
on Untac’s ability to organise elections has 
been significant. The 800 Untac volunteer 
workers charged with organising the elec- 
tions in the often isolated rural districts 
were recalled to Phnom Penh after the 
murder of the Japanese electoral officer. In 
ores Thom, Siem Riep, Preah Vihear, 

Kompong Speu and Kompong Cham 
provinces, Untac officials will abandon en- 
tire districts, according to UN officials. In 
these areas, Cambodians intent on taking 
part in the election will have to go to more 
secure areas to vote. 

But despite the general lack of security, 
95% of eligible voters have registered. Fur- 
ther, many analysts are convinced the 
Khmer Rouge strategy is to disrupt, rather 
than halt, the election process in an effort 
to destroy the poll's credibility and thereby 
prevent the formation of a viable new gov- 
ernment. If the Khmer Rouge succeeds in 
this, the election will not usher in a new 
period of political stability but will instead 
serve as the harbinger of a new era of an- 
archy and war. * 
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VIETNAM 


New MIA Row 
Dogs Hanoi 


By Susumu Awanohara in Washington and 
Murray Hiebert in Hanoi 


S President Bill Clinton probably 

thought that sending a special envoy 

to Vietnam to investigate the politi- 
cally charged missing-in-action (MIA) issue 
would help him to make a decision on lift- 
ing the 18-year US trade embargo against 
Hanoi. If so, he was wrong. 

Instead, retired general John Vessey's 
Hanoi trip was soured by the appearance 
of a purported Vietnamese document sug- 
gesting that in 1972 Hanoi held 837 more 
US prisoners of war than it has acknowl- 
edged. The controversy will make it much 
harder for Clinton to approve IMF aid for 
Hanoi, which the US was finally preparing 
to tolerate, if not actually endorse. The IMF 
is to discuss a French initiative for fresh 
funding for Vietnam at the end of April. 

Although Vessey has publicly express- 
ed doubts about the document's authentic- 
ity, a senior European diplomat visiting 
Washington told the REVIEW that even 
were Vessey to convince Clinton that the 
document is a fake, the damage may have 
been done. “A new emotional situation has 
been created and it is questionable that the 
Clinton administration will be ready to act 
in a few days,” the diplomat said. He 
added that Clinton could further anger 
constituencies already upset by his policies 
of slashing the defence budget, closing 
military bases and allowing homosexuals 
to serve in the military. 

“We understand that the prisoners issue 
is a major political problem in the US and 
we don’t want to give the impression that 
we don’t take this into account,” the diplo- 
mat added. But if it is a forgery, “we will 
insist to our American friends that we must 
go forward with the aid,” he said. 

The controversial document, unearthed 
by an Australian researcher in a Moscow 
archive, is supposedly a Russian transla- 
tion of a mysteriously unavailable Viet- 
namese original. 

Tran Van Quang, a former Vietnamese 
general to whom the document is attrib- 
uted, has flatly denied that he authored it. 
Quang told Vessey that he did not become 
army deputy chief of staff until two years 
after the document supposedly was draft- 
ed by him in that post. 

“I don't think that one could draw con- 
clusions about the document based simply 
on general Quang’s statements,” Vessey 
told journalists, though he added that he 
had “no reason to disbelieve” Quang. m 
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By Julian Baum in Taipei 


hould the Taiwanese delegation to 
the talks with mainland China stay 
at Singapore’s most expensive hotel 
and “show off” the island’s wealth? Should 
Taiwan's leading opposition party be al- 
lowed to send an adviser to the historic 
conference on 27-28 April at the Neptune 
Orient Line offices? Should former prime 
minister Lee Kuan Yew, who enjoys good 
relations with both sides, entertain the del- 
egations from Peking and Taipei? 

These are some of the last-minute ques- 
tions occupying organisers of the first high- 
level meeting between unofficial repre- 
sentatives of the two rival Chinese govern- 
ments to be held in Singapore. 

The symbolic significance of the meet- 
ing belies the limited agenda, which in- 
cludes none of the highly charged political 
issues that have kept Taipei and Peking at 
each other's throats since the Chinese civil 
war effectively ended in 1949. Depending 
on one's viewpoint, the event could be a 
first step towards unification or, more 
modestly, the most promising attempt yet 
to alleviate tensions which have kept Tai- 
wan isolated and under siege for most of 
the past 45 years. 

With such unprecedented steps being 
taken to open up communications with 
China, Cheyne Chiu, secretary-general of 
the Straits Exchange Foundation (SEF), 
could hardly be blamed for getting a little 
tipsy in Peking in early April after Chinese 
officials agreed to most of what Taiwan 
wanted during preparations for the Singa- 
pore meeting. 

After all, less than two years ago the 
mainland Chinese government was still 
trying to negotiate with Taipei through 
sundry Taiwanese businessmen and other 
self-appointed intermediaries. At the time 
Peking showed no interest in the quasi-of- 
‘icial foundation which Chiu now admin- 
sters as Taiwan's middle-man for relations 
with the Chinese mainland. 

Peking has since changed tactics and 
'ecognised the advantages of high-level 
‘ontact. The problem for Taiwan has been 
o keep a cool head as it begins what will 
imost certainly become a long drawn-out 
lialogue on cross-strait issues. As an MP 
rom the opposition Democratic Progres- 
ive Party recently recalled, the govern- 
nent still officially maintains that China is 
he No. 1 threat to Taiwan's peace and se- 
"urity. 

But the praise for Chiu's success in lay- 
ng the foundations for talks has been 
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The Narrowing Strait 


Taipei and Peking prepare for unofficial talks _ L 
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unstinting. The agreement to meet in Sin- 
gapore was the first clear sign of coopera- 
tion from Peking since a representative of 
the Chinese Red Cross signed an agree- 
ment on Jinmen Island for the repatriation 
of illegal immigrants from Taiwan in Sep- 
tember 1990. 

China has also shown that it is willing 
to make an early start on improving com- 
munications, Chiu’s mainland counterpart, 





Lee's Peking overtures raise no alarm. 


Tang Shu-bei of the Association for Rela- 
tions Across the Taiwan Straits (Arats), 
agreed in Peking to some rudimentary ar- 
rangements for document verification and 
registered mail transactions to be signed in 
Singapore. He has even indicated that Pe- 
king is willing to set up a framework for 
routine consultations. 

"Of course this is a breakthrough after 
more than 40 years," said a cabinet-level 
official in Taiwan. "But we need to cool 
down the public's expectations. This meet- 
ing will be strictly unofficial, it's not a gov- 
ernment-to-government negotiation and 
no policy matters will be discussed." 

Still, there is no doubt that the govern- 
ment is involved. The chairman of the SEF, 
businessman Koo Chen-fu who will head 
the Taiwan delegation in Singapore, is a 
member of the standing committee of the 
ruling Kuomintang (KMT), while Secretary 
General Chiu is a close confidant of Presi- 
dent Lee Teng-hui. 

Both men are capable of discussing the 
larger issues of Taiwan's international sta- 
tus and its demands that Peking renounce 
the use of force against the island. Koo's 
counterpart at the Singapore meetings will 
be Arats chairman Wang Daohan, former 
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mayor of Shanghai and an adviser to the 
Shanghai government. 

In Taiwan's legislature, debate on the 
talks has subjected the government to con- 
flicting pressures. A handful of pro-unifi- 
cation MP's from the ruling KMT want to 
expand the agenda in Singapore to include 
an immediate lifting of the ban on direct 
trade and transportation. Pro-China legis- 
lator Lee Ching-hua accused the govern- 
ment of dragging its feet on establishing 
direct airline and telecommunications links 
and denied that China's long standing de- 
mands for such links posed any problems 
of security or national dignity. 

“We should consider our business and 
industrial enterprises and think about our 
military veterans who have to sleep in the 
Hongkong airport,” advised Lee. The re- 
mark was a reference to veterans of the 
Chinese civil war who now frequently fly 
to the mainland to visit relatives but have 
to transit through Hongkong where they 
lack entry visas. 

Counter-arguments came from opposi- 
tion MP Chen Shui-bien. “The most im- 
portant issue is national security not per- 
sonal convenience,” Chen declared. “Until 
China gives up its threats of violence 
against Taiwan, then we can't talk about 
direct links.” Chen also questioned the le- 
gal standing of any agreements signed in 
Singapore, saying that treaties with other 
governments must be approved by the leg- 
islature. He warned officials not to over- 
reach their authority. 

Despite the fiery speeches from media- 
conscious politicians, the public mood has 
been remarkably trustful of the govern- 
ment. Few observers are voicing concerns 
that President Lee would sell out the is- 
land in talks with the communists, as 
oppositionists have often charged in the 
past. The transparency of the meetings, the 
supervisory role of the legislature and the 
press, and the simple agenda apparently 
have been reassuring. 

Sceptics can still be found, however. 
“We have to deal with mainland China 
carefully, step by step,” said Wu An-chia, 
convener of the mainland affairs research 
team at National Chenchi University’s In- 
stitute for International Affairs. China has 
not yet fulfilled the terms of an agreement 
signed three years ago at Jinmen on repat- 
riating illegal immigrants, according to 
Wu, with over 1,000 detainees still waiting 
to be picked up. 

“If mainland China wants to have good 
relations with Taiwan, they should show 
sincerity in carrying out this agreement, 
then we can proceed with others,” he com- 
mented, Wu also recalled Mao Zedong's 
advice about signing agreements with the 
KMT. “As long as we have the strength,” 
Mao once said, “then all the treaties signed 
with the KMT can become waste paper.” 
Taiwan hopes this dictum is not guiding 
Mao's successors. 1 
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VIETNAM 

Investment Test Case 

An overseas Vietnamese 
businessman from Canada 
who was arrested three 
months ago on charges of 
evading taxes totalling Dong 
48 million (US$4,570) has been 
acquitted by a court in the 
central Vietnamese province of 
Khanh Hoa, Thanh Nien 
magazine reported. The case of 
Vimar Nguyen, who had 
invested in a rattan processing 
factory, prompted widespread 
concern among, foreign 
businessmen because he was 
the first overseas investor to be 
arrested and tried in Vietnam 
since the country adopted a 
liberal foreign investment law 
five years ago. 





SOUTH ASIA 
US Keeps the Peace 


US officials intervened to keep 
the lid on Pakistan-India 
tensions after the bombings 
that killed some 250 people in 
Bombay last month. 
According to press reports in 






Christopher warns Islamabad. 


Washington, US diplomats in 
New Delhi told the Indian 
Government that even if they 
were victimised by foreign 
forces, they should respond 
through the international 
community rather than 
retaliate on their own. US 
officials said there is no 
evidence that directly 
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implicates the former Pakistan 
government in the bombings. 
US Secretary of State Warren 
Christopher told a Pakistani 
envoy in early April that the 
US will closely watch to see 
whether Islamabad cooperates 
in investigations of the 
bombings. 


THAILAND 
Ambassadors for Anand 


Former prime minister Anand 
Panyarachun was the guest of 
honour at an unusual party in 
Bangkok on 16 April. Eight 
Bangkok-based ambassadors 
united to host the party in à 
Bangkok hotel for Anand 
shortly before he was due to 
appear in a criminal court on a 
charge brought against him by 
a former Supreme Court 
judge. His hosts were 
ambassadors from the US, 
Japan, Britain, Australia, 
Germany, Russia, Canada and 
New Zealand. The diplomats 
were careful to avoid any 
implication that they were 
interfering in Thailand's 
internal affairs by saying the 
party was intended to show 
their respect for Anand as a 
Thai statesman. Anand is 
accused of official misconduct 
by effectively preventing the 
promotion of former Supreme 
Court judge Pravit Khamparat 
during his second term as 
prime minister in 1992. 








INDONESIA 
Aircraft Deal Cut Back 


Indonesia has shelved plans to 
buy 100 additional British- 
made Hawk jet fighter /trainer 
aircraft because of lack of 
funds, Minister of Research 
and Technology B. J. Habibie 
announced on 17 April. 
Indonesia is currently 
negotiating to buy 24 Hawks 
for £500 million (US$770 
million) from British 
Aerospace (BAe). One 
condition for the purchase is 
that BAe help the state-owned 
Nusantara Aircraft Industry 
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Anand has an unusual party. 


(PTN) acquire British official 
airworthiness certificate for the 
I"TN-made CN-235 commercial 
transports, which Indonesia 
hopes would boost its 
marketability. 





CHINA 
Nuclear Tibet 


The Washington-based 
International Campaign for 
Tibet (ICT) charged Peking 
with violating Tibetans' 
“stewardship” of their land in 
a report on nuclear weapons 
and waste on the Tibetan 
plateau. The 64-page report 
cites eyewitness accounts of 
Tibetans poisoned by 
unregulated dumping of 
nuclear waste and uranium 
mines near nuclear research 
facilities. Prisoners in Tibet's 
extensive gulag were forced to 
do dangerous construction jobs 
at nuclear missile sites, the 
report adds. 


Tycoon Arrested 


Yu Zuomin, head of China's 
richest village, was arrested for 
harbouring criminals, 
according to the official 
Xinhua News Agency. Yu, 
who is concurrently local party 
chief, parliamentary deputy 
and chairman of 
Daquiuzhuang's corporate 
investment arm, is accused of 
shielding murder suspects 
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from arrest. A three-day 
standoff pitted Daqiuzhuang 
villagers against hundreds of 
police dispatched from nearby 
Tianjin to apprehend the 
suspects in February. After 
Yu's arrest, China's official 
media reprinted Hongkong 
press accounts that deplored 
the notion that wealth and 
power were above the law in 
nouveau riche enclaves like 
Daqiuzhuang. 





MALAYSIA 
Work for Vietnamese 


The Malaysian Government 
has said it will allow skilled 
Vietnamese refugees to stay 
and work in Malaysia for up 
to two years. The move 
follows a series of peaceful 
demonstrations by some of the 
9,000 Vietnamese boat people 
who are still being held in a 
camp on the outskirts of Kuala 
Lumpur. About 1,000 began 
protesting and going on 
hunger strike on 7 April 
demanding to be allowed 
asylum as economic refugees. 
A senior government official 
said the proposal was to allow 
those who were skilled 
workers and professionals, 
such as doctors and 
accountants, to stay on. The 
government says there are 
some 14,000 Vietnamese 
refugees still being held in 
Malaysia. 
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CONVENTIONAL 
SHIPMENTS 
ARE BEING 

CONSOLIDATED 

ON THE GROUND 
YOUR UPS 
SHIPMENTS ARE 
ALREADY 
IN THE AIR. 





Prod: Asia, 
UPS planes do something very important every day 
They take off on schedule. 
Worldwide Expedited Package Service from UPS 
ensures the packages they carry 


will arrive in the USA or Europe, faster, 
more economically and more predictably 
than with conventional airfreight. 
So, call UPS and leave the conventional behind. 
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As sure as taking it there yourself. 


“While some 
watch Asia’s economic 
transformation from 
the sidelines, 
REVIEW readers are 
its driving force.” 





To get 
rich is 
glorious.’ 


Deng Xiaoping 
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A Promise Kept 


Clinton presses Japan on trade, meets election pledge 


By Susumu Awanohara in Washington 


U S President Bill Clinton has been ac- 





cused of backpedalling on some pre- 

inauguration promises. As Japanese 
Prime Minister Kiichi Miyazawa found on 
his first visit to Washington to meet the 
new president, there are some pledges he 
intends to keep in full. 

Clinton’s determination to stick to his 
November pledge that “foreign policy will 
come into play . . . as it affects the 
economy" was starkly in evidence at the 
16 April meeting. The US leader reit- 
erated at a news conference that eco- 
nomics, which had been overshad- 
owed by security concerns during the 
Cold War, must now be given "an ele- 
vated attention." The crux of the prob- 
lem, he said, is "the simple fact . . . 
that it is harder to sell in Japan's mar- 
ket than in ours." 

In talks that focused almost exclu- 
sively on trade issues, Clinton and 
Miyazawa disagreed sharply on "re- 
sults-oriented" trade negotiations, 
particularly those setting numerical 
targets for Japanese imports of US 
goods. With the US apparently ready 
to push for more such quotas and Ja- 
pan firmly against the idea, the dis- 
sension at the one-day Washington 
meeting looked like the first skirmish 
in a what promises to be a long strug- 
gle. 

Asian diplomats have been follow- 
ing the talks closely, wary of the im- 
pact worsening trade relations be- 
tween the two countries, which ac- 
count for 40% of the world Gpp, could 
have on the already strained global 
trading system. Some have drawn 
crumbs of comfort from the fact that 
many US officials regard Japan as a 
unique case and therefore will not de- 
mand results-oriented deals from 
other Asian trading partners. 

Despite the dissension, there was some 
satisfaction among Japanese officials that 
Miyazawa was as blunt as Clinton in their 
alks, responding forcefully in public and 
»rivate to US criticisms. According to Ja- 
zanese Deputy Chief of Mission in Wash- 
ngton Hiroshi Hirabayashi, the two coun- 
ries now have a "normal relationship" like 
hat which exists between the US and Eu- 
'ope. "In the past, we tried to contain prob- 
ems and not expose them," he said. "This 
ime we said what needed to be said." 

Asia scholar Robert Scalapino says that 
‘as long as there are issues that require 
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close US-Japan cooperation — such as aid 
for Russia or North Korean nuclear deve- 
lopment — the US-Japan relationship will 
hold." "There won't be a divorce," he 
added. 

The two leaders did agree on the need 
to create a new framework to address 
"structural and sectoral issues" in US-Ja- 
pan trade before Clinton attends the Tokyo 
summit meeting of the G7 advanced in- 
dustrialised countries in early July. 

The Japanese prime minister also con- 
ceded that the consistently large US-Japan 





Tough talk behind the smiles in Washington. 


trade imbalance was unsustainable and 
agreed on the need for a new framework 
for trade talks that would replace both the 
Structural Impediments Initiative (Sil) ne- 
gotiations and the moribund Market-Ori- 
ented Sector-Specific (or "Moss") talks 
used by previous administrations. 

For his part, Clinton said he wanted a 
framework to deal with structural differ- 
ences “which make it difficult for us to ever 
meet," such as those in patent and anti- 
trust laws and rules governing financial 
services. The framework must also focus 
on sectors in which there are access prob- 
lems for US exporters, including motor ve- 
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hicles and parts, electronics, supercom- 
puters and semiconductors, he said. 

Some Clinton administration officials 
complain that the sii talks have merely ex- 
acerbated US-Japan trade tension without 
producing measurable results. Japanese of- 
ficials, on the other hand, feel that US busi- 
nesses have underutilised opportunities 
created by the sii talks. They also argue 
that the US Government was never serious 
about structural reforms it undertook to 
implement, such as cutting the budget defi- 
cit, increasing industrial competitiveness 
and improving education and training. 

As Japanese Ambassador to Washing- 
ton Takakazu Kuriyama put it, “structural 
problems on both sides will continue to 
remain on our bilateral agenda” whatever 
the new framework will be called. 

But it is the sectoral talks which prom- 
ise to be the hottest immediate area of disa- 
greement between the two trading 
partners. Citing the “successful” US- 
Japan semiconductor agreement 
which provided for a 20% share of the 
Japanese market for foreign-made 
products — a target which was 
reached in the last quarter of 1992 — 
Clinton said: “I think when we focus 
on specific areas . .. we tend to make 
progress.” 

Miyazawa however reiterated Ja- 
pan's strong opposition to such agree- 
ments. He said that solutions to trade 
problems must be sought "based 
upon the principle of free trade" and 
"cannot be realised with managed 
trade nor under the threat of unilater- 
alism." 

The Japanese position has found 
adherents among both US economists 
and some US officials who oppose 
market share targets on the grounds 
that they are difficult to set in any con- 
vincing manner and that they pro- 
mote cartels and help particular US 
companies rather than stimulating 
overall competition. Some US critics 
of targeted trade also believe it can 
strengthen the power of Tokyo's eco- 
nomic bureaucrats. 

Whatever its immediate results, 
Miyazawa's visit served to speed for- 
mulation of the Clinton administra- 
tion's Japan policy, which has been slow to 
coalesce and even now is not fully defined. 
An inter-agency group led by Deputy 
Treasury Secretary Roger Altman and As- 
sistant Secretary of State for East Asian and 
Pacific Affairs Winston Lord worked out a 
position which stressed the importance of 
Japan's counter-recessionary macro-eco- 
nomic policy but also stressed sector-by- 
sector talks. US officials also agreed to 
work towards regional economic and se- 
curity forums in the Asia-Pacific aimed at 
managing fractious US-Japan trade rela- 
tions and giving bilateral security ties a 
post-Cold War purpose. x 
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Malaysia's King Azlan Shah inspects a parade; Thailand's King Bhumibol helped stop bloodshed last year. 


ASIAN ROYALTY 


Thrones That Count 





While Western monarchs have fallen like ninepins, a handful of 
their Asian counterparts still guide their countries’ destinies. But 


will their successors be able to repeat the performance? 


By Rodney Tasker in Bangkok, 
Michael Vatikiotis in Kuala Lumpur 
and Robert Delfs in Tokyo 


m It was King Farouk of 
| Egypt who rather pro- 
| phetically said: "Soon 
j there will only be five 
B kings left in the world, 

EM four in a pack of play- 
ing cards and the monarch of England." 
That was more than four decades ago, and 
Farouk was himself toppled in early 1952 
in a coup by Gamal Abdel Nasser, then a 
young colonel. 

Over the past couple of centuries, mon- 
archies especially in the Western world 
have indeed collapsed like a pack of cards, 
whether through revolutions or modern 
political realities. Britain’s Queen Elizabeth 
has remained — though even her position 
is not as secure as it was a few years ago. 
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In stark contrast, several Asian monar- 
chies have managed not just to survive, but 
to remain in the thick of events. Indeed, 
royalty-watchers elsewhere can look to 
Asian rulers as among the most politically 
influential monarchs left on the world stage 
of thrones. 

The place of monarchs looks secure so 
long as their subjects view them not as his- 
torical anachronisms but as significant 
forces for reform. Just one year ago, for 
example, Thailand’s King Bhumibol Adul- 

yadej won plaudits for intervening almost 
singlehandedly to resolve a bloody battle 
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in the streets of Bangkok between the mili- 
tary and pro-democracy demonstrators. 
Paradoxically, though, the power and in- 
fluence of monarchs could turn out to be 
one of the weaker points in the Asian po- 
litical equation. Even in Thailand, the mon- 
archy could become a liability if royal pres- 
tige and influence becomes a substitute for 
developing more broadly based political 
institutions. 

Apart from Thailand, the most viable of 
the constitutional Asian monarchies are 
those in Japan and Malaysia, while the sul- 
tan of Brunei survives as a Middle East- 
style absolute monarch. The absolute mon- 
archies of Nepal and Bhutan became con- 
stitutional ones in 1990 and 1969 respec- 
tively; the kings of those two remote and 
impoverished lands wear their crowns 
rather uneasily. Emperor Akihito of Japan, 
the current King Azlan Shah under Malay- 
sia’s unique rotational system and the king 
of Thailand enjoy constitutional powers no 
more or less than the remaining European 
monarchies. Yet there the similarity ends. 

Whereas European monarchs are large- 
ly allowed to remain as pomp-and-circum- 
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stance sideshows presiding over stable po- 
litical systems, Asian kings still have to 
prove their worth. Unlike the hordes of 
tourists who gather outside Buckingham 
Palace in London to catch a glimpse of the 
British queen, Malaysians, Thais and 
Japanese tend to regard their sovereign 
more pragmatically, which can sometimes 
make the monarch vulnerable to the va- 
garies of political trends. 

The one Asian country where the insti- 
tution of monarchy clearly overshadows 
the personality of the incumbent ruler is 
Japan, home of a more than 1,300-year-old 
imperial dynasty whose inc umbents were 
perceived as gods at least until the end of 
World War II. A Japanese royal wedding 
can still boost the economy — that at any 
rate seems to be the hope of Finance 
Ministry officials who decided to issue a 
special gold coin to celebrate the engage- 
ment on 12 March of Crown Prince Naru- 
hito to former diplomat Masako Owada. 
But nearly 50 years have passed since the 
late emperor Hirohito resolved a conflict 
within the country’s war cabinet by going 
on the radio to announce that Japan's 
struggle with the US had "not necessarily" 
turned out to its advantage. 

In Malaysia the relationship between 
the institution of monarchy and the some- 
times erratic behaviour of royal persons, 
has become one of the key political issues 
of the day. The Malaysian king is one 
among nine sultans in the Malaysian fed- 
eration — a country with more hereditary 
rulers than any other — whom the govern- 
ment under Prime Minister Datuk Seri 
Mahathir Mohamad is trying to bring 
down to size by scrapping their immunity 
from legal action. Thailand's s king is a dif- 
ferent case again. 

A direct parallel can be drawn between 
the Thai king and his s Spanish counterpart, 
King Juan Carlos. In 1981, six vears after 
his fragile ascent to the Spanish throne af- 
ter the death of dictator Gen. Francisco 
Franco, Juan Carlos single-handedly and 
peacefully defused an attempted military 
coup. The Spanish people have admired 
and revered him ever since. Bhumibol — 
who became king in 1946 and who quali- 
fies as the world's longest-reigning mon- 
arch — gained great acclaim for stepping 
in to stop troops battling students who 
were calling for the overthrow of the 
Thanom Kittikachorn dictatorship in 1973. 

The king's personal popularity was en- 
hanced even more by his intervention to 
resolve the political conflicts of the past 
year. In May 1992 he effectively prevented 
further bloodshed after three violent days 
on Bangkok streets by summoning to the 
palace former army chief and then prime 
minister Suchinda Kraprayoon and the 
main pro-democracy leader Chamlong 
Srimuang. He then exhorted them on tele- 
vision to reach a compromise. The follow- 
ing month the king again intervened, more 
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indirectly, by ignoring the proposal for an- 
other military-backed leader to become 
prime minister. Instead, he endorsed the 
popular Anand Panyarachun to head an 
interim administration before a September 
general election. 

Bhumibol's widespread popularity has 
been achieved by dint of his own enlight- 
ened personality rather than any constitu- 
tional power. But the success of the monar- 
chy under one man obviously does not 
guarantee its continuing influence, or even 
its survival in a different political context. 
This is why royalty-watchers in Asia tend 
to be preoccupied with two issues aside 
from the short-term fortunes of individual 
monarchs — the question of who pays the 
bills to support w hat can sometimes be a 
very expensiv e institution and the question 
of succession. 

The fact that none of the three Asian 
constitutional monarchs have any official 
powers beyond endorsing prime ministers 
and cabinets does not necessarily mean 
that their services come cheap. In the same 


royal upkeep. The king has state assets, as 
the embodiment of the nation, and his own 
personal properties, paying taxes on his 
own income. Then there is the Crown 
Property Bureau which also contributes to 
palace expenses. The bureau is one of the 
country's biggest property owners and has 
substantial shares in prominent Thai com- 
panies, such as Siam Commercial Bank and 
Siam Cement. 

In Japan, government expenditure on 
the monarchy is inflated by the costs of 
supporting an elaborate bureaucracy that 
looks after the affairs of the imperial house- 
hold and seeks to ensure that everything 
about the emperor, from his personal life- 
style to the contents of his remote ances- 
tors' graves, is shielded from too much vul- 
gar curiosity. The Imperial Household 
Agency, which employs a staff of over 
1,000 officials, has an annual budget of 
Y10.24 billion (US$93 million) while impe- 
rial court expenses cost another Y7.56 bil- 
lion. Over and above this, the emperor and 
his immediate family are given an essen- 





Emperor Akihito and Empress Michiko during a visit to Shanghai. 


way that Britons grumble about a civil list 
which helps to keep a queen often dubbed 
as the world's richest woman, the cost of 
the monarchy can be a touchy issue, espe- 
cially if it goes with an extravagant life- 
style. 

Malaysian rulers, pampered first by 
their British colonial patrons and sub- 
sequently by successive Malay-dominated 
governments, have grown used to official- 
ly-funded opulence. The civil list expendi- 
ture for all nine monarchies runs to about 
M$200 million (US$77.5 million) annually. 
The sultan of Johor alone receives a 
M$28,000 monthly stipend. 

The Thai monarchy, on the other hand, 
costs the people nothing, at least directly. 
There is no fixed public budget for the 
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tially tax-free salary, which has been set at 
¥290 million since 1992. 

Apart from the running costs of the im- 
perial household, the question of who pays 
for some of the religious ceremonies asso- 
ciated with the emperor has become a sen- 
sitive question in Japan. When Akihito was 
enthroned in 1989 the government nar- 
rowly avoided a major row over the ques- 
tion of whether taxpayers would be billed 
for a series of elaborate Shinto ceremonies 
that some critics thought were inappropri- 
ate in an era of secular monarchy. 

In the end the government was forced 
to distinguish desti between the costs of 
public events, such as the new emperor's 
coronation ceremony which was funded 
from the government budget, and semi- 
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secret rites held within the palace grounds 
that were paid for by the imperial house- 
hold. 

Financial issues certainly do not threat- 
en the stability of the Japanese monarchy, 
which was given a new lease of life after 
World War Il when US military com- 
mander Douglas MacArthur opted to re- 
tain the emperor as part of a secret deal. 
Under this arrangement, the US occupa- 
tion authorities drafted a new “peace con- 
stitution” that described the emperor as a 
“symbol” of the nation rather than as head 
of state. But money, or at least the costly 
lifestyles of monarchs, has emerged as a 
highly emotive issue in Malaysia, where 
the sultans seem to be fighting a losing bat- 
tle to protect their powers and privileges. 

Until the 1980s the Malaysian monar- 
chy flourished in its modern context, cour- 
tesy of British colonial administrators who 
had set up a system in which the nine sul- 
tans elect one of their own to be king for 
five years on a rotational basis. The rulers 
still see themselves as indispensable sym- 
bols of Malay culture and identity. But 
their present opulent and remote image is 
a far cry from their pre-colonial role and 
status. “There was never any feudal sys- 
tem in the Malay peninsula,” asserts Prof. 
Shahril Thalib of the University of Malaya. 

The past decade has seen Malaysia's 
rulers buffeted by political moves to reduce 
their influence. In 1983, the Mahathir gov- 
ernment succeeded in limiting their power 
of endorsing legislation. Earlier this year 
the sultan of Johor's alleged assault of a 
school hockey coach gave the government 
an opportunity to remove the absolute le- 
gal immunity of the rulers. 

Observers believe the Malaysian mon- 
archy has run up against the emergence of 
a powerful national political elite, which 
no longer needs the symbolic prop to cul- 
tural identity offered by the rulers. “They 
feel they are the real rulers of the country 
now,” argues social commentator Chandra 
Muzaffar. 

In the wake of this year's successful at- 
tempt by the Mahathir government to cut 
the rulers down to size, many Malays think 
the institution will never be the same again. 
One member of a ruling family observed: 
“We have made mistakes. We have to go 
back to the people. We may have over- 
looked a few things — overlooked the peo- 
ple.” Some feel that the rulers may now 
work to build supporting institutions. 

One view is that the rulers will begin to 
act more as a coordinated pressure group. 
They may also adopt a more religious 
stance since all rulers are the titular heads 
of religion in their states. A bigger ques- 
tion, however, is whether the social and 
cultural roots of respect for the rulers are 
being eroded. A new era, with a reduced 
status, may be in line for the sultans. 

Mahathir has repeatedly stressed that 
his government has no intention of doing 
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away with the institution of the monarchy. 
But he has also said he cannot speak for 
the future generations of Malaysians. 
"Some time by the middle of the next cen- 
tury — if not before — I am sure we shall 
be a republic," said a Malay businessman. 

In Thailand, the issue of the future of 
the monarchy, which embraces the succes- 
sion question, may hold the key to political 
stability. Bhumibol, whose Chakri dynasty 
goes back to the late 18th century, has 
emerged as probably the most potent po- 
litical force in the land, despite constitu- 
tional inhibitions limiting his role to a neu- 
tral head of state. Apart from his recent 
political interventions, the king is respected 
as a tireless worker dedicated to uplifting 
the rural poor. The 65-year-old monarch 
spends most of his time travelling around 
rural areas from his four regional palaces 
initiating small programmes to help farm- 
ers and villagers better their lot. 

Apart from his common touch, Bhumi- 
bol's image as "father of the nation" has 
kept Thailand on course during political 
upheavals. Although he has been careful 
to remain politically neutral, he has quietly 
gathered considerable influence whenever 
government leaders sought his advice. 
None of the coups that have taken place 
since he became king in 1946 could have 
succeeded without his tacit blessing. In- 
deed those in 1981 and 1985 failed because 
the coup leaders did not find royal favour. 
In 1987, after a nationwide poll, he became 
“King Bhumibol the Great" — the first 
member of his family to be granted the ti- 
tle since the dynasty began in 1792. 

The king’s central role in the destiny of 
Thailand has been achieved through his 
personality, rather than his institutional 
role. As Thai Farmers Bank President 
Banthoon Lamsam told a recent business 
conference: “The monarchy works here 
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because the king acts not only as a figure- 
head but as the leader of the largest no- 
name party. It is the party of people who 
have no bargaining power in society.” 

At the same conference Chulalongkorn 
University’s leading academic Sukhum- 
bhand Paribatra, himself related to the 
royal family, agreed that the king has been 
able to act as an unchallengable force in 
Thailand’s troubled politics, in part be- 
cause of the peaceful coup of 1932 which 
created a constitutional monarchy. But at 
the same time he warned of over-reliance 
on the king as a political referee, and hinted 
that the future after Bhumibol might not 
be so rosy. 

“The moderating role of the king is a 
blessing,” Sukhumbhand said. “But over- 
dependence upon this role is a sign of po- 
litical immaturity — and potentially a very 
dangerous one at that.” Concluding his 
speech, Sukhumbhand sounded an alarm: 
“The question of perhaps the most crucial 
importance is; how far and for how long 
the monarchy will be able to play this mod- 
erating role.” 

Without spelling it out, Sukhumbhand 
was probably referring to the question of 
royal succession. The king's eldest son, 
Crown Prince Maha Vajiralongkorn, 40, is 
heir apparent. According to palace law he 
will be the next monarch, but a constitu- 
tional amendment in the 1970s allows for a 
female to succeed to the throne. That 
would mean Princess Maha Chakri Sirind- 
horn, one of the king's three daughters — 
the eldest, Ubol Ratana, married an Ameri- 
can and lives in the US. 

The crown prince often represents his 
father at functions at home and abroad. 
Although his public image has been im- 
peccable during the past few years, he still 
attracts some scrutiny among Thais, not 
only as the heir apparent but because he 
has four sons and a daughter by a second, 
unofficial, consort, Yuwatida Surasawadee. 
His official wife is Princess Soamsawali, by 
whom he has one daughter. 

Sirindhorn, who has substantial aca- 
demic qualifications, is widely popular, 
perhaps more so than her elder brother. 
During a press gathering at his residence 
in Bangkok in January, he felt obliged to 
deny rumours that he was connected with 
illegal business, and accused unnamed 
people of using his name for their own 
gain. 

The future of the Thai throne is perhaps 
the most interesting focus among all the 
Asian constitutional monarchies. It also has 
an essential bearing on the country's des- 
tiny. Japan's imperial throne is bound to 
remain intact, whoever sits on it. And the 
Malaysian ruler system will probably con- 
tinue, however much it is watered down 
by politicians. Whatever the fate of mon- 
archs elsewhere, the royalty of Asia seem 
destined to help guide the lives of their 
subjects for generations to come. * 
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ASIAN ROYALTY 


Pomp and Peccadilloes 


Princely lifestyles come under closer public scrutiny 


——— ~ 


| Some of them are the 
very models of modern 
monarchs. Others are 
pampered princes. One 
or two have estab- 
lished genuine reputa- 
tions in the arts or sciences, while their 
counterparts elsewhere have trouble living 
down their playboy images and show their 
human weaknesses all too transparently. 
The Asian royals are as diverse as their 
teeming subjects. 

The monarchs of Thailand and Japan 
are renowned for their simple and some- 
what austere lifestyles. In both cases royal 
rectitude has served to bolster the prestige 
of monarchy while creating a sometimes 
embarrassing contrast with the all too com- 
mon failings of politicians. The Malaysian 
sultans, by contrast, are credited with more 
than their share of high-living. Extravagant 
royal lifestyles, in fact, are one of the key 
reasons why the position of the monarchy 
in Malaysia has become a popular bone of 
contention. 

Out of the M$200 million (US$77.5 mil- 
lion) civil list provided by the government, 
the sultans are expected to fund the up- 
keep of their palaces and pay for entertain- 
ment and travel. However, in the case of 
the Negri Sembilan ruler, the government 
allocation comes on top of an already size- 
able corporate holding. The Negri royal 
family has interests in at least 13 compa- 
nies. 

Unsurprisingly, the public has come to 
question the lavishness of their lifestyles. 
"The sultan of Pahang spends an average 
4,000 per day on maintaining his 200 
" the News Straits Times reported re- 









centiWlihe newspaper went on to claim 
that thé Sujtan’s polo ponies were fed an 
expensive dat of barley, wheat, oats and 


apples and kept in air-conditioned stables 
"so they do not fall ill due to temperature 
changes." 

In Malaysia’s strict Muslim society, sto- 
ries of royal peccadilloes, gambling and 
drinking have a very negative impact on 
the people. One royal family was said to 
turn its palace into a casino on special oc- 
casions. Several of the rulers are known to 
be frequent visitors to the casinos of Aus- 
tralia and the US. One sultan is said to have 
had his gambling debts — amounting to 
some M$68 million — paid by the govern- 
ment. 

The sultans' involvement in business is 
another talking point, though there are his- 
torical reasons for this. After independence, 
with the new stress on enfranchising the 


Malays with economic power, the rulers 
became the focus of economic as well as 
cultural patronage. “The Malays welcomed 
the rulers into business because it brought 
Malays into business," said a senior Umno 
politician. Much of their capital came from 
large tracts of royal land which could be 
sold for development. Much of the busi- 
ness was conducted through intermediar- 
ies, many of them Chinese. 

In modern times, some of the rulers 
have entered corporate life. The Negri 
Sembilan royal family is one of the most 
active. Their network of some nine major 
companies, encompasses 
manufacturing, media 
and aviation. One com- 
pany, Melawar Corp., is 
bidding for the country’s 
fourth commercial tele- 
vision sta- d 
tion. E 
An- 
other area of royal busi- 
ness activity is arms pro- 
curement. A company 
known to be associated 
with the sultan of 
Pahang is the commer- 
cial agent for Russian 
fighter aircraft the Ma- 
laysian air force is think- 
ing of buying. 

If ostentation is the 
keynote in Malaysia, 
pomp and circumstance 
are visible in Thailand 
only when King Bhumi- 
bol performs ceremonial 
duties. When he is not 
wearing uniforms or cer- 
emonial clothes, he usu- 
ally wears a jacket over 
an open-necked shirt. 

The king is also an ac- 
complished player of the 
saxophone, clarinet and 
piano. Dixieland jazz, 
blues and light music are 
his main forte, and after 
a jam session in the US some years ago 
with the Benny Goodman band, Goodman 
remarked: "Presently his majesty is the 
king of Thailand, but if ever he were to be 
jobless | would hire him as a member of 
my band." The king has composed several 
numbers one of which, Blue Night, featured 
in the Broadway musical Peepshow. 

Bhumibol is also a keen yachtsman, 
photographer, painter and "ham" radio 
enthusiast. 
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Malaysia's king of golf. 


The lifestyles of Thai Crown Prince 
Maha Vajiralongkorn and his sister Prin- 
cess Maha Chakri Sirindhorn are, however, 
markedly different. He lives in his own pal- 
ace in Nonthaburi, just outside Bangkok, 
while she stays with her parents in their 
Chitralada Palace in the capital. The crown 
prince makes his own social forays from 
his palace, while his sister is never seen 
socialising on her own. 

The crown prince is very much a mili- 
tary figure and, as an army general, is usu- 
ally surrounded by senior members of the 
army. He is also said to be a skilled pilot, 
who has flown air force fighters. 

Sirindhorn, like her brother who is two 
years older than her, makes frequent over- 
seas trips, mostly to represent the Thai 
throne in royal visits. At home she is seen 
promoting projects to enhance Thai cul- 
ture, particularly cottage industries and the 
visual arts. 

Behind the moat and 
tree covered ramparts of 
Tokyo's imperial palace 
compound, the Japanese 
royal family lives in 
Western-style quarters 
with some Japanese-type 
rooms. Empress Michiko 
raised eyebrows in the 
Imperial Household 
Agency (IHA) when she 
insisted on having a 
working kitchen in- 
stalled in their residence. 

Emperor Akihito eats 
both Western and Japan- 
ese food. Unlike his 
father, who abjured 
alcohol, Akihito occa- 
sionally has a beer or a 
whisky before dinner. 
Crown Prince Naruhito 
is reputed to drink heav- 
ily — his nickname 
Uwabami (literally “big 
snake”) refers to his 
whisky-drinking capac- 
ity. 

The Japanese royals 
are musicians too: the 
emperor plays cello, 
Naruhito plays viola and 
the empress harp and 
piano. The crown 
prince's chamber music 
group actually recorded 
a compact disc, but the iHA ruled that it 
could not be distributed to the public at 
large. 

Following in the steps of his father who 
established a reputation as a marine biolo- 
gist, Akihito has published several dozen 
specialist papers in the Japanese Journal of 
Ichthyology. He is a specialist in gobies, a 
species of small fish. 

m Rodney Tasker, Michael Vatikiotis 
and Robert Delfs 
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ASIAN ROYALTY 


Emperor’s 
Minders 


Japanese agency keeps 
public at a distance 





| In sharp contrast to the 
British royals, Japan's 
imperial family has 
managed to avoid gen- 
erating even a breath 
of scandal. While this 
no doubt reflects the character and tradi- 
tions of the world’s oldest royal dynasty, 
information about the emperor is filtered 
to the public with exceptional — some say 
obsessive — care. The Imperial Household 
Agency (IHA), which is responsible for all 
official matters concerning the emperor 
and his family, is by far the most inaccessi- 
ble of all government organisations in Ja- 
pan. 

The iHA's ideas of what constitutes un- 
favourable coverage of royal affairs con- 
tinue to puzzle the media — including 
those journalists who operate within the 
charmed circle of its permanently accredit- 
ed press club. For example, the IHA briefly 
restricted access to the palace to all news 
photographers in 1990 after one of them 
snapped the new wife of the emperor's sec- 
ond son arranging an errant lock of hair on 
her husband's head while the two were 
preparing to pose for a more formal pic- 
ture. 

IHA officials do not only bully the 
media, but also exercise considerable influ- 
ence over affairs of the imperial household 
itself. Both the director-general of the IHA 
and the grand steward sit on the Imperial 
House Council, whose other members in- 
clude the prime minister and representa- 
tives of the imperial family, parliament and 
the Supreme Court. Major issues concern- 
ing the imperial family, such as the mar- 
riage of the crown prince, require the 
unanimous consent of all members of the 
Imperial Council. 

Former diplomat Masako Owada, who 
will marry Crown Prince Naruhito on 9 
June, was rejected six years ago as a royal 
bride by a previous IHA director-general 
because of a family business connection. 
Owada's grandfather, Yutaka Egashira, 
served as senior director and later presi- 
dent of Chisso Corp. — a chemical com- 
pany which was involved in a pollution 
scandal caused by the dumping of mer- 
cury in Minamata Bay in western Kyushu 
during the 1950s. 

Egashira himself, however, was a 
banker who joined Chisso to help recon- 
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struct the company only after the scandal 
broke. The problem was resolved naturally 
when a new director-general was appoint- 
ed in 1988. 

Another important key to the IHA's 
power is the distinction between its “pub- 
lic’ divisions and the oku, or “inner,” sec- 
tions. f tae IHA’s public posts are 
filled by offiGiatS'sécgmded for up to three- 
year terms from other ministries. The oku, 
in contrast, is composed of those who deal 
directly with members of the imperial fam- 


ily 





In the past, IHA members with direct 
access to the emperor were even able to 
use their positions to influence the deci- 
sions of elected government leaders. "The 
oku is strong," said a government official 
who worked for the IHA during the reign 
of the late emperor Hirohito. "When they 
say that 'the Exalted One" says this or said 
that, then not only the omote [the IHA's 
public divisions], but also cabinet mem- 
bers and even the prime minister must 
obey." 

Under Hirohito members of the former 
nobility held many 
oku positions, but 
under Akihito this 
has changed. The 
new emperor re- 
moved most mem- 
bers of the former 
nobility from the 
IHA when he as- 
cended the throne 
in 1989, in part be- 
cause of their re- 
puted hostility to 
Empress Michiko, 
the first commoner 
to marry an heir to 
the imperial throne. 

By contrast with 
the oku, officials 
staffing the IHA's public divisions enjoy less 
power and, by all accounts, do not always 
appreciate having to spend two to three 
years within the confines of the imperial 
palace. ^A course in court manners at the 
IHA is not really on the mainstream for ad- 
vancement," one former IHA official com- 
mented. 

One result of the IHA's protective atti- 
tude to the imperial household is that the 
emperor and his family have largely failed 
to capture the imagination of the Japanese 
public. This lukewarm support may, how- 
ever, be the best possible state of affairs, 
say some supporters of the monarchy. 

“People who are indifferent about the 
emperor are the ones who really sustain 
this institution," a government official said. 
“If there were overwhelming public sup- 
port for the emperor, then there would also 
be intense opposition. With our history, it 
would be a serious problem if interest in 
the imperial family became too strong," he 
explained. m Robert Delfs 





Owada will marry 
Prince Naruhito. 


Lord of the 
Rigs 


— | Few monarchs any- 
where in the world 
today actually rule 
their countries. The 
sultan of the tiny 
state of Brunei does. 
Resisting the regional trend towards di- 
minishing the role of monarchy, Sultan 
Hassanal Bolkiah is shoring up his po- 
sition as a ruling sovereign by deploy- 
ing culture and religion to ward off pos- 
sible threats to his position. 

When the sultan celebrated 25 years 
on the throne in October 1992, he 

ded through the streets of Brunei's 
capital Bandar Seri Begawan in a gilded 
chariot drawn by a team of men and 
flanked by spear-bearing retainers. The 
chariot and the regalia conceded little 
to the modern age, for 
this oil-rich state is 
governed by royal 
decree, its 300,000 
people are without 
legislative representa- 
tion and no elections 
have been held in 30 
years. The sultan is 
prime minister and 
the cabinet includes 
two of his brothers. 

In the early years 
of his reign, the young 
sultan cut a dashing 
image — mainly on 
the polo field. He also 
bought fashionable 
hotels and depart- 
ment stores in Lon- 
don and Singapore, and spent months 
at a time overseas. His wealth — esti- 
mated at US$37 billion by Fortune 
magazine — probably makes him the 
richest man in the world. His subjects 
also have little to complain about, given 
Brunei's US$18,500 per capita income. 

Perhaps conscious of the threat to his 
image at home, the sultan adopted a 
more conservative tack in 1990. To face 
the challenges of the coming century, 
he told his subjects in July 1990 that they 
must have their own "philosophy" 
based on a creed emphasising the link- 
age between the Malay identity, Islam 
and the monarchy. 

The Malay Muslim Monarchy (MIB) 
concept set the stage for Islamic con- 
servatives to gain the upper hand in 

overnment. Brunei watchers say the 
chief architect of the new conservatism 
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is Education Minister Pehin Dato Abdul 
Aziz. Under his guidance, MIB has been 
introduced to the school curriculum 
and strict observance of Islamic laws 
has been tightened. 

Little is known about the precise 
content of MIB, though it seems to be 
aimed at reinforcing loyalty to the 
crown. As Deputy Minister for Reli- 
gious Affairs Pehin Awang Yahya Ibra- 
him recently told a seminar on MIB, Bru- 
nei's rulers "being the highest strata of 
society and the most powerful, have the 
full right to control the country." 

This emphasis on loyalty to the 
crown may be more important than the 
religious conservatism implied by MiB. 
Close watchers of the political scene in 
Brunei argue that the sultan has not sur- 
rendered entirely to the ulama, or coun- 
cil of Muslim clergy. Instead, he is try- 
ing to balance the need for economic 
diversification away from oil with the 
need to guard against social and po- 
litical change that could threaten popu- 

lar support for the 
throne. 

The sultan is said 
to be particularly 
concerned that exter- 
nal influence will 
encourage Bruneians 
to question the mo- 
narchical system. 
Equally, events in 
neighbouring Malay- 
sia must also be a 
concern. The recent 
limits on the Malay 
rulers' legal immu- 
nity by the Malaysian 
Government has al- 
tered public percep- 
tions of the monar- 
chy. "This will have 
significant implications for Brunei. The 
ruler will have to take stock," a local 
source said. 

The sultan has shown himself adept 
at preserving the centuries-old supre- 
macy of the monarchy by blending an- 
cient cultural concepts of regal power 
with modern theories of ideology and 
social control. Should such cultural and 
religious bulwarks show signs of buck- 
ling, however, the sultan has a 900- 
strong private army recruited from 
former British Gurkhas and a 800-man 
regular British Gurkha battalion to bol- 
ster Brunei's 4,500-strong armed forces. 
In addition, economic peace-of-mind is 
provided by the foreign-managed, Lon- 
don-based Brunei Investment Agency, 
which handles most of the state's large 
but unpublished financial reserves. 

m Michael Vatikiotis 
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cani y 
Asia’s Labour Pains -* 


new-found prosperity, one factor in this 

equation remains largely hidden. This is 
the role of illegal workers in the more dy- 
namic economies of the region. The 
number of illegals in Japan and the newly 
industrialised countries of East Asia has 
skyrocketed in the last decade, going from 
less than 200,000 in 1980 to as many as 2-3 
million today, with most of these illegal 
workers being supplied by their less-well- 
off neighbours. To the people from these 
poor countries a chance to work abroad 
may not mean the proverbial pot of gold. 
But it holds out the vision of enough 
money for a happy family to own its own 
home, have a big car and savings to last a 
lifetime. 

Against this dream, the risks of illegal 
passage to a country such as South Korea 
or Japan must thus be considered a rela- 
tively minor gamble. Usually no further 
incentive is needed. For many of these 
workers come from countries where jobs 
are scarce and opportunity, for all practical 
purposes, non-existent. Quite simply, 
many have no choice if they are to feed 
their families. 

In the beginning the flows may be small 
enough that all involved simply prefer to 
ignore the situation. But the increasing 
level of illegal immigration is raising 
thorny issues for both the home and recipi- 
ent countries alike. Increasingly, recipient 
countries wonder how they can get at the 
problem of large numbers of foreign 
illegals on their shores without harming 
their economies. And countries sending 
these workers are likewise becoming sensi- 
tive to the plight of nationals working over- 
seas, especially illegals, who are much 
more easily exploited. 

Although numbers are for obvious rea- 
sons hard to come by, the figures we do 
nave are staggering. Tiny Singapore has 
anywhere between 200,000-300,000 un- 
documented workers, the bulk of whom 
are Malaysians from over the border. This 
s on top of about 30,000 Indians, 
Malaysians and Chinese who are being as- 
similated. Some 60,000 of Singapore’s un- 
locumented workers come from the Phil- 
ppines, Sri Lanka and Thailand and are 
«nown to be in Singapore mostly as maids 
y construction workers. 


i n the midst of an East Asia bursting with 
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The illegal flow to Malaysia has been 
similar. In the peninsula alone, nearly 
470,000 such migrants declared themselves 
during an amnesty that ended last sum- 
mer. In addition, there exist roughly 
140,000 Indonesians living illegally in 
Sabah and another 10,000 such workers in 
Sarawak. Back in Southeast Asia, Thailand 
is today home to some 200,000 illegal 
workers, of whom some 110,000 are Bur- 
mese there who have been granted “open- 
door" work permits. 

To the north, 1992 figures from South 
Korea put the number of illegals there at 
46,000, of which the largest group were 
Filipinos (17,650), Chinese (9,737) and 
Nepalese (5,000). Taiwan has within its 
borders some 60,000 illegal workers from 
countries as diverse as Bangladesh, Iran 
and the Philippines. Indeed they have even 





6 The old focus on 
the Statue of 
Liberty has been 
replaced by the 
mightier Statue of 
the Yen o 





formed an organisation demanding that 
their status be legalised. 

Perhaps not surprisingly, the biggest 
appetite for illegal workers is in Japan, fed 
by estimates suggesting that nearly 2.7 mil- 
lion foreign workers will be needed by the 
turn of the century to meet the labour gap. 
In 1992 Japan’s illegal population was esti- 
mated at nearly 280,000, or only half the 
shortfall in the labour market. Indeed, the 
Tokyo Chamber of Commerce and Indus- 
try is now lobbying for an open quota of 
600,000 jobs for foreigners in 1993. 

What these Asian numbers indicate is 
that the region’s migrants are no longer 
opting for the four traditional destinations 
of the past — the US, Canada, Australia 
and New Zealand. Not only is it easier and 
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cheaper to get into other Asian countries, 
the payoff may even be better. Thus has 
the previous focus on the Statue of Li 
been replaced by the mightier Statue of the 
Yen. 


rom the point of view of the newly 
industrialised countries at the receiv- 


ing end of this flow, they could 
hardly have hoped for a better, cheaper, 
more dependable or abundant supply of 
labour. Lacking valid visas and work per- 
mits, Asia’s illegal workers are forced to 
accept unequal wages, Asia’s long work- 
ing hours and of course no social security 
coverage. As many as 100 workers can eas- 
ily be housed in dormitory conditions be- 
hind a modest factory. The flows within 
the region are facilitated by Asian cultural 
and economic ties, not to mention a net- 
work of clandestine recruiters and organ- 
ised crime that manages to sneak people 
through even the strictest ports of entry. 
As for the illegals, they hope to make it big 
by responding to the sales pitch "Able 
Hands in Foreign Lands" (which, interest- 
ingly enough, is a promotional theme used 
in the Philippines Overseas Employment 
Agency brochure). 

What can be done? So long as the newly 
industrialising economies are unable to re- 
locate labour-intensive industries abroad, 
the flows of illegals will likely increase. The 
only thing that would stem these outflows 
would be an improved economic condition 
in the countries now exporting workers, 
such as Thailand or the Philippines. This, 
of course, is impossible without a much 
higher level of foreign investment. 

As for recipient countries now wrestling 
with the problem of a growing illegal 
population on their shores, one suggestion 
might simply be to give out more legal 
work permits — though if this were not 
extended to unskilled labourers it would 
hardly diminish the flow. Similarly, these 
countries might choose simply to legalise 
the illegals already in place, which would 
at least have the virtue of recognising the 
realities of the domestic labour shortages 
that brings these people there in the first 
place. Right now the debate appears to be 
between legal employment of foreigners 
and comparable treatment with locals. 
Why not both? a 
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INDONESIA 


Velvet Fist 


Jakarta opts for subtlety in its efforts to subdue Timor 


By Margot Cohen in Dili, East Timor 


hen the East Timorese 

need a break, they tune in 

to a comedy show on the 
local government radio station 
called Don't Laugh. The humour 
leans heavily on wordplay, with re- 
curring references to being killed or 
stepped on. But while the govern- 
ment allows such jokes in the local 
Tetum language and Bahasa Indo- 
nesia, it forbids the use of Portu- 
guese — the language of the former 
colonial power. 

“We wouldn't understand. What 
if they insult us?" says Ari Helmon 
Silalahi, the Sumatran-born pro- 
gramming director at Radio Re- 
publik Indonesia in Dili. 

There is little enough for the 
Timorese to laugh about in any lan- 
guage 17 years after Jakarta annexed 
the former colony — and 16 months 
after Indonesian troops shot dead at 
least 50 Timorese at Dili's Santa 
Cruz cemetery — as a miasma of suspi- 
cion, fear and frustration permeates daily 
life. 

With the capture and continuing trial of 
former Revolutionary Front for an Inde- 
pendent East Timor (Fretilin) leader Jose 
Alexandre ^Xanana" Gusmao and elabo- 
rate ceremonies to mark rebel surrenders, 
Indonesia is anxious to show that anti-inte- 
gration sentiment has been wiped out. 
"There is none. I'm confident of that,” East 
Timor's Governor Abilio Soares says. Yet a 
recent surge of Fretilin violence appears to 
undermine such claims, as do a wide range 
of interviews conducted during a week- 
long visit. 

While some Timorese have high expec- 
tations over a new round of talks between 
Indonesia and Portugal that were sche- 
duled to start in Rome on 20 April — even 
though diplomats say they see little pros- 
pect of any breakthrough — the fighting 
continues. 

On 17 March, Fretilin guerillas am- 
bushed a military vehicle in the eastern 
town of Los Palos, killing two soldiers and 
two Javanese students. Breaking with tra- 
dition, the military quickly confirmed the 
attack, counting on sympathy for the stu- 
dents’ deaths. On 19 March, six soldiers 
were killed and one badly wounded in an 
early morning attack in lliomar village. 
Other attacks have been reported, but not 
confirmed. 

The incidents fanned speculation in Ja- 
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The military have other uses for chicken blood. 





karta that Xanana's successor “Mauhunu” 
favoured a more aggressive military strat- 
egy than his predecessor's softer approach, 
with its stress on international diplomacy. 
^Xanana was a patient man. Mauhunu is 
impatient," a 22-year-old self-described 
Fretilin cadre said in late March. "This year 
fighting [will] happen everywhere." 

The military, however, moved swiftly 
to suppress any upturn in resistance. 
Mauhunu, nom de guerre of Antonio Gomes 
da Costa, was captured in a cave in the 
Ainaro district on 3 April. His replacement, 
Konis Santana, is reportedly also operating 
in Ainaro. 

In an interview held outside Dili, a man 
calling himself a "regional coordinator" for 
Fretilin said that rebel military units were 
stepping up the fight. He 
spoke of upcoming attacks 
in ^small places where we 
can get out easily." How- 
ever, as the young cadre 
admitted, Fretilin had diffi- 
culty acquiring weapons 
and had resorted to using 
bows and arrows in some 
districts. Military estimates 
put Fretilin's arsenal at 
about 100 firearms. 

In addition, clandestine 
networks seem to be strug- 
gling to regroup. A youth 
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loitering near the Santa — Xanana's television appeals eastern route to Baucau 
Cruz cemetery claimed he — disappointed his backers. and that soldiers manning 


was the leader of “Juventude Timor Leste,” 
which counts 700, mostly students 14-years 
old and above, in its ranks. "We have al- 
ready got a letter from the forest telling us 
to stage a demonstration," he said. When 
asked if he was worried that the Santa 
Cruz massacre may be repeated, he replied 
that ^we do not hesitate." 

Such bravado may be seen partly 
as a result of Xanana's subdued 
stance during his trial. "I think eve- 
ryone in East Timor feels disap- 
pointed with Xanana," a taxi driver 
said. First on television, and then in 
the military's travelling video 
shows, villagers were treated to the 
sight of Xanana speaking in favour 
of integration and asking his follow- 
ers to help the government develop 
the province. They listened as the 
military painted him as a godless 
philanderer, a man with 10 wives, 
caught in his underwear in a bunker 
with a bunch of condoms but no Bi- 
ble or rosary. 

This attempt to undercut support 
for Fretilin has further frayed the 
fragile strands of Timorese society 
itself. Given these deep political and 
ethnic rivalries, it has not taken 
much for the military to encourage 
the Timorese to turn each other in. 

“It’s this business of spies, spies, 
spies," said one resident. "In every 
catechism class it is sure you will have a 
spy." At Dili's Hotel Turismo, the base for 
visiting reporters and diplomats, one em- 
ployee said that at least 10 plainclothes se- 
curity personnel keep an eye on guests and 
monitor their telephone calls. 

Nevertheless, the military is making an 
effort to appear less intimidating. Despite 
the recent incidents, the military remains 
committed to disbanding the East Timor 
Field Military Operation — known as 
Kolakops — later this month following the 
expected conclusion of Xanana's trial. 

The 10 battalions reported to be operat- 
ing in the province are due to be gradually 
withdrawn at the rate of two every six 
months. 

In Dili, uniformed soldiers shop for sou- 
venirs to take home, with 
traditional swords in 
fringed scabbards a popu- 
lar choice. Other keepsakes 
included children's T-shirts 
featuring a soldier strad- 
dling a map of East Timor 
flanked by tribal figures 
waving an Indonesian flag. 
Observers note that the 
number of uniformed, 
armed troops has dropped 
in Dili over the past few 
months, that there are no 
more checkpoints on the 
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guardposts or patrolling the roads wave 
and smile at passing vehicles. 

Others say this image is deceptive as it 
masks an unobtrusive, but still powerful 
military presence. "We're never allowed to 
wear uniforms when we travel,” said one 
soldier on his way to Los Palos following 
the 17 March shooting. The soldier also 
said that he has been stationed for nearly a 
year in a village where his unit eats and 
sleeps in Timorese homes. The armed 
forces have also attempted to make use of 
traditional culture — or at least selectively 
chosen elements of it. 

Top Timorese officials and church lead- 
ers were particularly, if privately, disturbed 
by the rash of “blood oaths” staged by mili- 
tary personnel in the weeks following 
Xanana's capture. Throughout the prov- 
ince, groups of people have been sum- 
moned to drink goat or chicken blood in 
front of officials as a mark of allegiance to- 
ward the Indonesian republic. 

East Timor's traditional blood oaths ac- 
tually involve exchanging human blood — 
with both sides participating — though the 
military has recently switched from blood 
to betel nut, reportedly copying a Fretilin 
ritual. 

The military considers participants in 
the "oathing" ceremonies as “surrendered 
rebels," though observers identify many of 
them as newly released detainees, relatives 
of 1970s Fretilin cadres or ordinary civil 
servants. 

As insurgency and counter-insurgency 
reshapes cultural traditions, the Timorese 
struggle to maintain their bearings. “I see a 
people in search of their own culture. They 
themselves do not know what their culture 
really is. This is a trauma for them," was 
how one foreign observer put it. At a Dili 
elementary school, for example, a group of 
12-year olds easily managed a patriotic In- 
donesian song, but when asked to sing in 
Tetum only a third made it through a tra- 
ditional air. 

This may change by the end of the year, 
when local arts, crafts, history and lan- 
guage will be introduced as 20% of the cur- 
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Forging Stronger Links 


Asean moves closer to formalising security ties 


By Michael Vatikiotis in Kuala Lumpur - 


| fter three years of wondering how 
to manage the region's security, 


riculum. From the government's perspec- | 


tive, the most important addition will be 
new textbooks recounting the official his- 
tory of East Timor written by military aca- 
demics in Jakarta. 

The books will also stress the similari- 
ties between Timorese languages and those 
in Java, as well as the links between Java- 
nese and Timorese rulers before colonial 
rule. 

The project has received the firm back- 
ing of the governor, a Timorese, as well as 
high school teachers and principals, almost 
all of whom come from outside East Timor. 
"That way it's clear — we are one race, one 
family,” said H. M. R. Soemardjo, princi- 
pal of a Dili high school where 11 students 
vanished following the Santa Cruz blood- 
shed. L] 





Asean members will sit down in 
May with officials from Japan, the US and 
other "dialogue" partners to hammer out 
the framework for a multilateral security 
forum. 

According to a senior Thai diplomat, 
the gathering scheduled for the third week 
of May in Singapore represents a water- 
shed. "This is the first time senior officials 
from Asean will be taking up the issue of 
regional security," Sarasin Viraphol of the 





Peking's South China Sea claims are on the agenda. 


Thai Foreign Ministry said. 

Asean has until recently chosen to em- 
phasise its role in fostering closer economic 
cooperation among its members, despite its 
origins in 1967 as a primarily political 
grouping. The impetus for a security di- 
mension came from Japan, which proposed 
in July 1991 that regional security could be 
discussed within an enhanced Asean Post- 
Ministerial Conference (PMC) — the regu- 
lar meeting between the six Asean mem- 
bers and Japan, the US, the EC, Australia, 
New Zealand and South Korea that di- 
rectly follows the annual Asean foreign 
ministers' meeting. 

Although originally rejected by Asean, 
Tokyo's proposal was effectively endorsed 
at the 1992 Asean summit, which agreed to 
enhance security consultations within the 
PMC framework. With the change of ad- 
ministration in Washington, earlier US re- 
sistance to multilateral regional security 
arrangements also subsided. 

In a policy speech delivered in Bangkok 
during January, Japanese Prime Minister 
Keiichi Miyazawa outlined his policy to- 
wards Asean, a key element of which was 
“the promotion of political and security 
dialogue among countries of the region." 
Asean officials then held talks in Japan 
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during February at which plans for the 
May meeting took shape. 

As the host and chairman of the Asean 
standing committee this year, Singapore is 
playing down the security dimension of 
the May meeting. When contacted by the 
REVIEW, however, Asean's Secretary-Gen- 
eral Datuk Aijit Singh confirmed that secu- 
rity cooperation will be discussed. “Cam- 
bodia and the situation in Korea will be 
hot topics," another Asean official said. 

Other Asean participants go further. A 
senior Indonesian Foreign Ministry source 
said the plan is to agree in May that this 
year's PMC will focus on regional security. 
Once this is achieved, a way will 
be found to invite Russian and Chi- 
nese delegations for talks with 
Asean on an informal basis. 

Although Japan and other re- 
gional countries outside Asean 
have done much of the prompting, 
there appears to be a consensus in 
the region that Asean must for- 
mally address its own security. 

Thailand and the Philippines, 
in particular, have encouraged 
Asean to think beyond the tradi- 
tional stress on bilateral ties with 
external powers. With the with- 
drawal of US forces from the Phil- 
ippines, diplomats in Manila say the gov- 
ernment is paying more attention to the 
region. 

Equally, Thailand's perception of itself 
as an economic gateway to Indochina and 
Burma has also made it more aware of the 
wider regional strategic picture. “The secu- 
rity situation in Asia is now more complex 
[and] the need for a multilateral forum 
stems from the need to address a much 
wider array of issues," Sarasin argues. 

Chief among these is uncertainty about 
China's growing military strength and its 
claim to the South China Sea, instability on 
the Korean peninsula, the reduction of US 
forces deployed in the region and the fu- 
ture security role of Japan. 

But there are lingering concerns within 
Asean about the implications of this en- 
hancement of the group's regional role. 
Singapore, for example, argues that such a 
move may encourage the US to further re- 
duce its military deployment in the region. 
“The US is now pushing this policy for the 
wrong reasons," a Singaporean defence 
expert said. “It will be a way for them to 
reduce their forces and allow regional 
states to take up the lead . . . They could 
also use the forum to push other issues like 
trade and human rights," he said. a 
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Asian View of Human Rights 
Is Beginning to Take Shape 





eign secretary, said in January that "there is 

no unified Asian view on human rights and 
freedom of the press" because these are Western 
concepts, and Asians are merely reacting to them. 

However, the regional human-rights conference 
held recently in Bangkok in preparation for the UN- 
sponsored World Human Rights Conference sched- 
uled for Vienna in June suggests that an Asian view 
may well be emerging. The subject is controversial 
and Asia is home to quite a few governments that 
have been excoriated for their human-rights record, 
such as China, Burma and Indonesia. 

Indeed, even before the Bangkok conference — 
the first time Asian nations have sat down with one 
another to discuss human rights — got under way, 
Amnesty International issued a warning that cer- 
tain governments, "predominantly in the Asia re- 
gion," will use the world conference to "undermine 
the legitimacy of international action on human 
rights, assert the primacy of economic and develop- 
ment rights over civil and political rights and claim 
that individual human rights are alien to their cul- 
tures." 

Thai Prime Minister Chuan Leekpai, in his open- 
ing address, set the tone for the meeting by assert- 
ing the universality of human rights. But he said 
that the path towards realising the ideals of the 
Universal Declaration of Human Rights "lies 
through economic development, democratisation 
and social justice. In this regard | cannot stress 
enough the importance of the right of the peoples 
and nations in Asia, as everywhere else in the world, 
to develop." 

As a lifelong liberal with long years of involve- 
ment with an international human-rights organisa- 
tion, I certainly do not defend human-rights abuses. 
Yet I cannot help but feel that there is an Asian case 
that is not getting a proper hearing. 

Take development rights. The Universal Decla- 
ration adopted by the UN in 1948 was largely 
drafted by the rich countries of the West and re- 
flected their social, political and 
cultural values. It focused on the 
rights of an individual vis-a-vis the 
state. 

But human beings are not just 
individuals — they are particular 
individuals, who belong to a par- 
ticular family, an ethnic group and 
a country. Ignoring the plight of a 
country and focusing only on indi- 
viduals is the very essence of not 
seeing the forest for the trees. 

That is why the Bangkok Dec- 
laration, adopted on 2 April, pro- 
nounced the right to economic de- 
velopment as “a universal and in- 
alienable right and an integral part 
of fundamental human rights." 


K ishore Mahbubani, Singapore's deputy for- 
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The right to development is not in the Universal 
Declaration, but it has been embraced by Asia and 
the countries in Africa and Latin America when they 
held their regional human-rights conferences. 

The UN recognised the importance of both civil 
and political rights as well as economic, social and 
cultural rights in the 1960s, when it adopted two 
human-rights covenants. Yet the nations of the West 
seem to emphasise civil and political rights to the 
exclusion of all else. The US State Department, for 
example, issues annual reports on the human rights 
situation in countries around the world, but the re- 
ports cover only political rights, not economic, so- 
cial and cultural rights. 

At a time when much of the Western world is 
saying that economic and political reforms go hand 
in hand, it is odd that human-rights activists seem 
to have a blind spot where economic rights are con- 
cerned. It is no coincidence, after all, that those coun- 
tries with the best human-rights records are also the 
most economically developed ones. Promotion of 
economic development will directly help observ- 
ance of human-rights norms in the long term. 

Perhaps what is emerging is not so much an 
Asian view on human rights as a third world view. 
In any event, all three regional groupings, besides 
stressing the right to develop, also put emphasis on 
national sovereignty, an indication that they oppose 
what they see as foreign interference in their do- 
mestic affairs in the human- -rights field. 


enhances the ability of a people to enjoy human 

rights. A free press, for example, is meaningless 
to a largely illiterate population. But when a soci- 
ety's economic development is such that most peo- 
ple can read and write, then that society is in a 
much better position to practise such rights as free- 
dom of speech and freedom of the press. 

Many people in Asia also find perplexing a total 
absence of the concept of responsibility while dis- 
cussing rights. They see the widespread violence 
and crime in major American cities as a sign that 
the US has gone too far in protecting the rights of 
individuals without safeguarding the rights of soci- 
ety as a whole. 

The Universal Declaration says: "Everyone has 
the right to life, liberty and the security of person." 
This, however, has been invoked mainly to restrain 
the hand of government. But the case can be made 
that anyone who lives in a crime-ridden city where 
it is unsafe to venture outdoors after dark is being 
deprived of the exercise of his liberty. Moreover, 
the right to the security of person should include 
the right not to be mugged, robbed, raped, mur- 
dered, accosted, assaulted, humiliated or intimi- 
dated on the streets, sometimes in broad daylight. 
Keeping the streets safe is part and parcel of a gov- 
ernment's responsibility to uphold the human rights 
of its citizens. u 


| t should be obvious that economic development 
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“| turned pickled-vegetables tycoon who 
looks pretty uncomfortable in his 
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tion for keeping his easily rattled car- 


arrots like peace and quiet and 
we don't like to disturb them,” 
says Shohei Hattori, a farmer 


three-piece suit. As president of Osawa 
Kako Co., sales of ¥2.7 billion (US$23.9 
million), Hattori has devised a solu- 


rots and daikon calm. He has built a 
concrete bunker that is consistently 
cooled by snow all year around. 

This kind of practical ingenuity can 
be seen everywhere in Niigata Prefec- 
ture, a mountainous region known for 
its rice, its ski slopes and the Joetsu 
Shinkansen, the world’s most consist- 
ently empty bullet train. Just take the 
used-car dealers in Niigata City. They 
do not think too much about the 
Northern Territories dispute that kept 
Russian President Boris Yeltsin from 
visiting Tokyo last year. They are too 
busy festooning their lots with tiny 
Russian flags in a bid to draw in the 
sailors and smugglers from nearby 
Khaborovsk. 

This traveller, however, was more 
concerned with rice; specifically the 
views of those who ferment, bake, 
cook, pound and otherwise synthesise 
the stuff into everything from sake to 
shampoo. If there was ever a rice-related 
industrial revolution, Niigata is its Detroit. 

The makers of mochi, the glutinous rice 
patties held in unfathomable esteem by 
most Japanese, have come up with rice 
pounders that use electricity instead of el- 
bow grease. Rice crackers, or senbei, manu- 
facturers have devised assembly lines that 
cook, cut, and flavour the little devils in a 
manner that would have made Henry 
Ford proud. Farmers use the highest of hi- 
tech equipment on plots hardly big enough 


| to hold a one-car garage. 


Predictably enough, Niigata is the 
heartland of rice chauvinism in Japan. Pre- 


^| fectural denizens claim that their koshiltikari 
rice has the finest texture, flavour and 
| aroma in the land. Sake makers assert their 


national pre-eminence (Niigata people, are 
after all, among the heaviest drinkers in 
Japan). The senbei and mochi makers are, 
of course, the best at their craft. 

Niigata farmers do not much like the 


-1 idea that Tokyo will probably soon replace 


a total ban on imports with a Gatt-ap- 
proved tariff system. "We will do anything 
to stop market opening," asserts Tomo- 


.| yasu Watabe, boss of the local agricultural 
co-op branch in Yunotani, a town of 478 
| farming households. "If farming deterio- 


rates, the village may disappear, he ex- 
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Making mochi the traditional way. 


plains. “We cannot be persuaded by politi- 
cians' arguments that Japanese farmers can 
survive once the market is opened." 

Unfortunately, it may be a moot point. 
Farming is already well on the way out in 
Yunotani, a one-street hamlet that plays 
host to six hot springs and is girded by 
hills on both sides. Only 21 households still 
make a full-time living from the land and 
only three of those solely produce paddy. 
The average size of a farm plot in Yunotani 
is 0.6 hectare, hardly big enough for a good 
soccer game. 

Few voung people around these parts 
are interested in staving on the land; pre- 
fecture-wide, only one person for every 251 
families takes over the farm. By the year 
2000, reckons the Ministry of Agriculture 
and Fisheries, more than half of Japan's 
farmers will be 65 years of age or older. 


till, the co-op chief's desire to fight 

on against the odds gets ready justi- 

fication from the likes of Hideo 
Takahashi, a managing director at Sato 
Food Industries, a mochi and cooked rice 
manufacturer situated in the industrial 
wastelands near Niigata City. Unlike 
Watabe, whose views and lifestyle appear 
firmly rooted in the past, Takahashi over- 
sees a state of the art production line that 
cranks out 80,000 single-portion servings 
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of cooked rice daily. 

Although his product is sold for a 
modest X150-170 a serving and stays 
"fresh" at room temperatures for six 
months to boot, Takahashi insists that 
people would know immediately if 
foreign rice were used. “It isn't just the 
taste," he says, eyebrow cocked. 
"They'd know because Japanese rice 
feels differently in the mouth." 

That is not to say that Sato Food is 
not hedging its bets; the company has 
dispatched executives to Thailand to 
search for the next best thing. After all, 
Japanese rice sells for seven to eight 
times the price of foreign rice and even 
the proudest upholders of the true 
faith take note of the impact on profits 
during these recessionary times. 


he senbei makers have gone one 
step further. Late last year, they 
suffered shortages of the low- 
priced glutinous rice used in arare, the 
bite-sized half moons that are served 
alongside beer in Japan. This was the 
result of bad weather coupled with the 
Agriculture Ministry's practice of tak- 
ing paddy out of service to keep rice 
prices high. So the senbei makers be- 
gan importing rice starch on an "ex- 
perimental" basis from Thailand, China, 
Australia and the US. Although they pay 
lip service to the qualities of home grown, a 
little prodding produces a different result. 
“It’s just a matter of time,” says Isamu 
Sato, a manager at senbei maker Kameda 
Seika as he walks amidst assembly lines 
that jostle little crackers into brightly col- 
oured bags. "Personally, I think the quality 
of foreign rice is just fine for our purposes." 
Although he's not as sure about the 
quality factor, Takeshi Kazama is also ea- 
ger to give imports a try. Kazama is the 
president of sake brewery Tamagawa 
Shuzo, the 18th in a family line that has 
run the firm since the 17th century. 





Kazama says that brewers like himself | 


m———— Td 
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“look forward to buying good quality rice | 


from abroad. Rice is about 50% of our cost 

of production, so cheaper rice would have 

a good impact on our profit margins." 
Kazama is a practical person in the best 


Niigata tradition. He keeps his rice wine - 
fermenting in a snow cavern — sake does | 
not like the vibrations thrown off by refrig- | 


erators any more than carrots do. With 
senbei, sake and probably mochi men 


ready to try imports, liberalisation is, as. 


Isamu Sato puts it, only a matter of time. 8 


Jonathan Friedland is a REviEW correspondent 
in Tokyo. 
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CONSERVATION 


An Elephantine Task 


Urgent measures are necessary to save the Thai elephant 


By Rodney Tasker in Bangkok 


t defies the imagination. A tour of Thai- 
land without seeing one elephant, or at 
least knowing you could if you wanted 
to. But such a bleak scenario may be a real- 
ity within 10 years or so on current trends. 

The main problem is that elephants in 
Thailand are becoming unemployed and 
unhappy with their diet, and those allowed 
to roam free are finding less grass growing 
under their feet. With fewer logs to move, 
or work of any kind in the rural areas, the 
tuskers are being brought to town to be- 
come giant clowns for tourists, or kept in 
private zoos. 

That may sound attractive enough for 
tourists who just like to watch the beasts 
performing for them. But it is playing 
havoc with the genetic cycle. Elephants, 
like humans, need space and solitude in 
which to carry out their reproductive ac- 
tivities. 

“More effective conservation measures 
must be implemented as soon as possible 


30 


if wild elephants are to survive in Thailand 
beyond the next decade,” says Mattana 
Srikrajang, a biologist who works with the 
Royal Forestry Department's wildlife con- 
servation division. 

Mattana estimates that the current ele- 
phant population in Thailand is down to 
1,975 in the wild, with 2,938 domestic ani- 
mals. The term wild means those elephants 
surviving in seven elephant ranges and 47 
protected areas — encroaching on Thai- 
land's 74 national parks and 34 wildlife 
sanctuaries. A domestic elephant is one 
which has to work for his living, either 
shifting timber for illegal loggers, perform- 
ing for tourists, or acting as a good-luck 
symbol for Thais who crawl under their 
bellies for Baht 20 (US$0.80) a throw to 
"make merit." 

For 700 years the Thai elephant has 
been synonymous with the Thai culture. 
The beasts have been employed in war, 
charging into battle with similar elephant- 
mounted Burmese invaders from the west. 
They have been used for transport in tricky 
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jungled areas and, of course, to help the 
logging industry. Traditionally, they have 
also been used in royal ceremonies: the 
white elephant, which is a beast with un- 
clear physical attributes rather than any 
unusual colour, is automatically donated 
to the king. 

Now, Mattana laments, the elephant 
population is rapidly diminishing. In 1984, 
she says, there were 20,000 elephants work- 
ing in transport in northern Thailand alone. 
The Thai government's nationwide ban on 
logging in 1989 certainly did not help, forc- 
ing elephants employed in the industry 
into the hands of illegal loggers or to be 
transported to neighbouring Burma and 
Laos where logging is still allowed. 

“The big problem now is human en- 
croachment," Mattana complains. She re- 
fers to infiltration of official conservation 
areas by Thais setting up agricultural ar- 
eas, building homes or cutting down the 
bamboo plants which are the elephant's 
favourite food. Elephants on average eat 
120 kg of food a day, spending as much as 
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18 hours daily eating to fill their vast 
frames. Apart from the fact that encroach- 
ment leaves smaller areas for the wild el- 
ephants to roam, and diminishing fertile 
ground for food, it also deters the beasts 
from reproducing. 

One enlightened area of Thailand for 
propagating the elephant is Surin province, 
on Thailand's northeastern border with 
Cambodia. The governor there offers Baht 
7,000 to an owner of a male elephant 
that sires a baby, and Baht 4,000 to the 
mother. But these feeble moves do little to 
prevent the whittling away of the ele- 
phant population. “We need only large 
areas and food," says Mattana. "If we man- 
age this, there will be no problem." She 
winces at the thought of more and more 
elephants being taken to the towns, par- 
ticularly Bangkok, to perform for tourists. 
She also bewails the fact that some el- 
ephants are being transported to foreign 
circuses to be taught such tricks as tug-of- 
war or playing football. "How demean- 
ing," she sniffs. 

Another problem is that domesticated 
elephants cannot be easily set loose in na- 
tional park areas, such as Khao Yai, near 
the Cambodian border, and Omkoi-Mai 
Tuen wildlife sanctuaries. Elephants that 
become used to domestic life cannot walk 
long distances and climb hills like their 
wild brethren. And the young elephant 
training centre in Lampang, run by the 
government's Forest Industrial Organisa- 
tion, is currently a haven for only some 100 
elephants. 

Something obviously has to be done to 
preserve the Thai elephant, and quickly. 
The World Wildlife Fund and other simi- 
lar organisations pump money into 
Mattana's operations, but she says one of 
the main problems is to educate people — 
Thais and foreigners alike — about the 
plight of the Thai elephant. She wants to 
see a comprehensive census of elephants 
in Thailand and their distribution through- 
out the country, which at the moment is 
mainly in the north and western regions of 
Thailand. And she would also like the ele- 
phants' five main conservation areas to be 
enlarged. 

In the towns, the elephants are fed 
roots, leaves and bananas. But for them, 
this is like going to a fast-food restaurant, 
hardly equivalent to getting their staple 
diet. Occasionally an elephant will become 
annoyed enough to pick up a tourist with 
his trunk and thump him to the ground, 
sometimes killing him. Given the Thai el- 
ephant's current badgered and ill-fed ex- 
istence, it is difficult to blame him. The 
mission of Mattana and the small group of 
concerned officials and other elephant- 
devotees with her is approaching elephan- 
tine proportions. i 


Rodney Tasker is a Review correspondent in 
Bangkok. 
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Tigers at 
Bay 


By Jayanta Sarkar in Calcutta - 


Eminent conservationists from several 
countries and international agencies at 
a recent seminar on tigers sponsored by 
the Indian Government put pressure on 
the Chinese participants to stop using 
tiger bones in the preparation of certain 
medicines and wines, besides their 
more regular application in aphrodisi- 
acs. "You cannot eliminate an animal 
species just for the sake of dubious ben- 
efits of some human beings," the Chi- 
nese were told. 

But Gui Xiaoje of China's Forestry 
Department and other members of the 
Chinese delegation gave no indication 
that they were impressed by the pleas. 
The seminar was told of a tiger farm 
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Targeted by poachers. 


that has been set up near Peking and of 
the research being done in China on ti- 
ger genetics. But little was said about 
these developments. 

The new interest in tigers is not lim- 
ited to China. Taiwan and South Korea, 
too, use tiger bones for making certain 
types of wines. Sex stimulants prepared 
with specks of these bones are being 
regularly marketed in many countries. 
As a result bone prices have skyrock- 
eted and sell for between US$50 and 
US$140 a pound depending on size. 

The three-day meeting was arranged 
to mark the 20th anniversary of the 
launching of Project Tiger, an Indian 
programme to save the animal from 
extinction. Five years earlier, in 1968, 
India had changed its national animal 
from lion to tiger. In 1972, it had en- 
acted the Wild Life Protection Act. 

The Indian delegation had reason to 
be specially concerned at the new men- 
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ace to the beleaguered species. India to- 
day is the home of most of the world's 
dwindling tiger population. Some of its 
other habitats are Burma, Bangladesh, 
Malaysia, Nepal, China, Indonesia and 
Russia. 

Medicines made with tiger bones 
have been claimed to be particularly ef- 
fective in the treatment of rheumatism, 
heart ailments and liver disorders. 
Other parts of the tiger, too, are of value. 
Tiger skins, a long-time favourite of the 
rich, are riding a boom. Even its teeth, 
nose and claws are drawing unsus- 
pected patrons. And tiger dung is be- 
lieved by some to be useful in curing 
alcoholism. 

The suppliers of all these items have 
but one source: poaching. West Bengal's 
exclusive Royal Bengal tiger has proved 
to be a favourite with these clandestine 
traders. Poaching, the spread of human 
habitation into the Sundarbans, the 
marshy delta of the Ganges, and the de- 
struction of the beautiful mangrove for- 
ests that once covered 
2 the region have to- 
gether pushed this 
very special class of 
tigers into a last-ditch 
battle for survival. 

The state's highest 
ranking forestry offi- 
cial, Kalyan Biswas, 
does not consider it 
to be a lost cause, 
however. "One good 
thing has been that 
the people living on 
the fringe of the for- 
ests, who had always 
been the poachers' 
accomplices, are re- 
fusing to be used just for a pittance,” he 
says. But, he warns, poaching is becom- 
ing better organised and international- 
ised. There have been instances of heli- 
copters being used in sanctuaries by 
these operators. “It is not an easy fight,” 
he observes. 

For some time, Project Tiger seem- 
ed to be working well. India's tiger 
population kept rising, albeit slowly, 
throughout most of the 1980s. But of 
late the situation has changed. Some 
experts relate this latest development to 
the burgeoning trade in tiger carcasses. 

Their numbers had risen from 3,015 
in 1979 to 4,334 when the last official 
census was taken in 1989. But since 
then, there has reportedly been a sharp 
drop, at least in some reserve forests or 
Project Tiger sites. * 


Jayanta Sarkar is a contributor to the 
Review in Calcutta. 
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- The Mercedes-Benz S-Class. 


BANGLADESH iram Motor Co Ltd, 77, Kakrail, Ramna, Dhaka 1000, Bangladesh. Tel: (2) 402464 * BRUNEI Jati Transport Sdn Bhd No, 55, 3% km, Jalan Gadong Bandar Seri Begawan 3180 
Brunei Darussalam. Tel: 02-443412 + HONG KONG Zung Fu Company Ltd Bonaventure House 91 Leighton Road. Tel: 8957338 * INDONESIA P.T. Star Motors Indonesia JI. Letjen S Parman 
79B, Slipi, Jakarta 11420. Tel: 021-5673721 * JAPAN Mercedes-Benz Japan Co Ltd. SVAX TT Building, 3-11-15 Toranomon, Minato-ku, Tokyo 105, Japan. Tel: (3) 35783270 * KOREA Han Sung 
Motor Co. Ltd. 112-1, Banpo-dong, Seocho-Ku, Seoul 137-044, Korea. Tel: (02) 532 3421 * MALAYSIA Cycle & Carriage Bintang Berhad Lot 9, Jalan 219 Federal Highway 46100 Petaling Jaya. 


they told me, 
e would be in order. 
:S-Denz." 





> There comes a point in every man's 
life when his place on the corporate 
ladder demands that he executes 
certain personal financial duties. 

Protecting oneself from the 
uncertainties of life, both natural and 
economic, would certainly figure 
prominently. 

Among the list of priorities, one 
will find that most rewarding 
responsibility of all. The acquisition of 
a Mercedes-Benz. 

> And why not? History repeatedly 
proves how sound an investment that 
always turns out to be. 

Recession and the law of capital 
depreciation seem to have but little 
effect on a Mercedes-Benz. 

The timeless qualities of the 
Mercedes-Benz ensure the car not only 
maintains an exceptional performance 
but also an exceptional resale value. 
Even more remarkable, this phenomena 
is true across all models. 

It isn't so inconceivable when you 
consider how the cars are built. 

> They are lavished with unequalled 
attention to the finer details of 
construction and technology. 

In safety, no other car manufacturer 
approaches their exemplary commitment. 

In the most thorough accident 
survey ever conducted, carried out in 
the US by the Highway Loss Data 
Institute, Mercedes-Benz has been 
voted the safest car in the world. 

What could be more reassuring 
than this. 

> That a Mercedes-Benz is both a 
dependable car in which to entrust your 
financial resources as well as your life. 


D 


Mercedes-Benz 


Engineered to move the human spirit. 





Tel: 03-7572422 * NEPAL Deepak Gautam & Co, Hotel Sherpa Building, Durbar Marg, Kathmandu, Nepal. Tel: (1) 227000 * PAKISTAN Shahnawaz Ltd., 19 West Wharf, Karachi. 
Tel: (021) 200146-50 * PHILIPPINES Commercial Motors Corporation Mercedes Ave., Bo. San Miguel Pasig, Metro Manila 1299. Tel:02-601431 * SINGAPORE Cycle & Carriage Industries 
(1986) Pte Ltd 239 Alexandra Road Singapore 0315. Tel: 4733122 * SRI LANKA Diesel & Motor Engineering Co Ltd. 65 Jetawana Road, Dimo House, Colombo 14, Sri Lanka. Tel: (1) 447704 
* TAIWAN Capital Motors Inc 53 Nankang Road, Sec 3 Taipei. Tel: 02-7826123 * THAILAND Thonburi Phanich Co. Ltd. Bldg. No. 3 70 Rachadamnoen Avenue Bangkok 10200. Tel: 02-2260021 










Penetrating the Peninsula 


< ing social, cultural and political changes 


— that have accompanied this growth. It may 


— take more than the dry analysis of aca- 
^^ demic specialists or journalistic reporting 
¿< to capture these developments. Rehman 
- Rashid's personal account offers a pleasing 
alternative. 
—. A Malaysian Journey is the best available 
:. guide to the complexity and complexes of 
. modern Malaysia. Rashid's candour about 


the strengths and shortcomings of his na- 


= tive land hits the reader squarely in the 
= eye. 

Rashid left Malaysia in 1987. Troubled 
by the government's crackdown on press 
freedom, he quit his job as a leader writer 
with the New Straits Times for a position 
with a news magazine in Hongkong. 

He went back in 1991, apparently no 
less a Malaysian, and no less concerned 


~~ about his country. Only now, “trusting to 


time the exculpation of youth's inadequa- 


~ cies,” he wanted to travel its length and 


breadth, to understand its essence. 

A Malaysian. Journey is the product of 
+> "his mental as well as physical perambula- 
^. tions around the country. Sadly, Rashid 

. was unable to persuade any local publisher 
to take the manuscript. They were afraid it 
might be "too hot," he claims. Instead, he 
formed his own company and published it 
himself. 

A Malaysian Journey is two books in one; 
the first an amusing personal travelogue of 
a jaunt around peninsular Malaysia; the 
other, a serious and idiosyncratic commen- 
tary on Malaysian contemporary history 
presented as a narrative of Rashid’s own 
life. The two do not always cleave per- 
fectly. What, for example, is the relevance 


E of a night on the town with a troupe of 


transvestites in Penang to Rashid's years 
as a researcher at the Fisheries Research 
Institute? Geographical congruence, per- 
haps. 

Yet the themes Rashid raises are dis- 
turbingly relevant. A child of the govern- 
ment's New Economic Policy — which 
grants Malays economic privileges — 
Rashid admits he “did very well ..., with- 
out even really knowing what I was do- 
ing." Later on he is bitter about having to 
mark up Malay students in university or 


: . risk being branded “anti-Malay.” 


. Rashid is uncomfortable about Malay- 
sia's racial divide. "They were not un- 


friendly towards each other, but that didn't 
mean they might be friends," he writes, de- 
scribing an exchange between a Malay ot- 
ficial and a Chinese shopkeeper. 

His frustration hints at the mood among 
educated younger Malaysians, more of 
whom are marrying outside their race: 
^Mix the bloods . . . Create ! 
wonderful new generations 
of astonishingly beautiful 
children of indeterminate 
race, the property of no one 
culture, and therefore the 
owners of them all." 

Rashid is also aware of 
the futility of his plea. For 
the “real Malaysians,” he 
suggests are "sullen, un- 
communicative, suspicious, 
rude, hostile people, each 
sealed into the private co- 
coon of self, into which 
might be admitted only 
those of their own kind." 

Yet his anger and bitter- 
ness about racism, privi- 
lege, corruption and authoritarian trends 
are tempered by patches of admiration for 
Prime Minister Mahathir Mohamad. Some 
readers might discover that Rashid consid- 
ers himself a kindred spirit. 

Those who expect a vicious anti-gov- 
ernment diatribe will be disappointed. In- 
stead, Rashid writes passionately about the 
Malaysia he believes in but which has yet 
to emerge. m Michael Vatikiotis 


Michael Vatikiotis is a Review correspondent 
in Kuala Lumpur. 





Malaysian View 


Kahn & Francis Loh Kok Wah. Asian 
Studies Association of Australia, Sydney. No 


social analysis in this collection of essays, 
all but one of which were presented at 
Monash University's 1988 “Symposium on 
Culture and Politics in Malaysia." 

The eight Malaysian and four Austral- 
ian contributors retrieve a dignified place 
in recent Malaysian history for most of the 
underdogs of its social and political arena 
— Partailslam SeMalaysia (PAS) and the Is- 
lamic dissidents, Partai Bersatu Sabah (PBs) 
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and the Kadazans, Dongjiaozong and the 
Chinese educationalists, Felda’s (Federal 
Land Development Authority) Malay set- 
tlers, popular musical and artistic groups 
and the largely dismantled political left. 
These disparate groupings have the 
common experience of resisting and “frag- 
menting” the Malaysian elite's “uni- 
versalising" visions, be they of modernisa- 
tion, integration or development. A regu- 
lated media and a scholastic orthodoxy 
have often ridiculed these groupings as 
backward and parochial On the whole, 
Fraemented Vision prefers to see them as 
holding "alternative vi- 
sions" which sustain their 
often costly opposition to 


thoritarian tendencies of 
successive Malaysian ad- 
ministrations. 

Thus, PAS and the Is- 
lamic dissidents continue 
to oppose Prime Minister 
Mahathir's Islamisation 
with varying degrees of 
hope of setting up an Is- 
lamic society or state. Or, 
as Francis Loh's imagina- 
tive interpretation of the 
rise of Kadazan "culture 
consciousness" shows, the 
more the federal govern- 
ment in Kuala Lumpur talks of "integra- 
tion" the more the PBs in Sabah fears "colo- 
nisation." 

In a similar vein, Tan Liok Ee's history 
of the Dongjiaozong and Tan Sooi Beng's 
survey of the performing arts suggest that 
all-embracing "national" policies invite 
challenges from the periphery. The Dong- 
jiaozong's Chinese educationalists cling to 
their independence and resist absorption 
into the national school system, and a wide 
range of traditional artistic groups and new 
"rock" bands flourish in disregard of the 
strictures and enticements of the national 
cultural policy. 

Unexpectedly, the most compelling evi- 
dence of clashing visions comes from the 
Felda schemes. Halim Salleh demonstrates 
that these schemes have become an enor- 
mous reservoir of "everyday resistance" 
and periodic protest because Felda's tight 
controls threaten to convert the settlers' 


A the centralising and au- 


AYSIAN 


al 


- dream of private land ownership into a re- 


ality of salaried employment in state-man- 
aged agribusinesses. 

In short, one man's vision is another 
man's oppression. Although Fragmented Vi- 
sion is not organised around the Mahathir 
era, Khoo Khay Jin's “The Grand Vision: 
Mahathir and Modernisation" is the out- 
standing essay. In Malaysia, no one has 
shown more vision and generated more 
opposition than Mahathir. Khoo's account 
of the 1987-88 Umno split is the most com- 
plete available. It combines a detailed ex- 
amination of the "pre-split" recession with 
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a shrewd understanding of the political 
realignments which arose in a hug ge bu- 
reaucracy under siege by Mahathir's vision 
of reform and privatisation. 

K. 5. Jomo and Ahmad Shabery Cheek 
make many important distinctions within 
the Islamic spectrum in Malaysia. But their 
undocumented essays on this contentious 
subject are disagreeably opinionated, and 
Jomo and Ahmad hedge their bets in too 
many ways. For instance, “the likelihood 
of PAS developing a progressive Islamic po- 
sition is not very great, though not impos- 
sible, as often presumed. d 

A final and ironic in- 
stance of "fragmented vi- 
sion" may have gone un- 
noticed by the editors and 
contributors alike. The Ma- 
laysian and Malaysia-based 
contributors grapple with 
the mid-1980s political fer- 
ment at first hand. The Aus- 
tralian scholars, through no 
fault of their own, study 
Malaysia more distantly, as 
a "case study" — for exam- 
ple, Clive Kessler's contem- 
plation of "archaism and 
modernity," Joel Kahn's 
"construction of culture" 
and Maila Stevens' consideration of the 
problems of "women writing on wo- 
men." m Khoo Boo Teik 


Khoo Boo Teik is a PhD candidate at Flinders 
University, South Australia. 
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Jottings of a 
Basher 


Just In So Many Words by Kee Thuan Chye. 
Heinemann Asia, Singapore. 5$15. 90. 


Kee Thuan Chye is the literary editor of 
the New Straits Times of Malaysia. He is 
also a poet, playwright, actor, director and 
essayist. Just In So Many Words is a collec- 
tion of pieces written be- 
tween 1978 and 1989 that 
appeared in a number of 
Malaysian and foreign peri- 
odicals, including the RE- 
VIEW. 

Most of the 73 pieces in 
this book are not "essavs" 
proper. Twelve are in- 
terviews with Malaysian 
artistic and literary person- 
alities, 22 are cinema re- 
views of such films as 
"Raiders of the Lost Ark," 
"Octopussy" and "Super- 
man IL" Yet another 12 of 
them are travelogues: Kee's 
impressions of his brief vis- 
its to Britain and the US written in crisp 
prose and a witty, impish style. — 

Non-Malaysian readers with literary or 
artistic interests will find the interviews 
with Malaysian artists, authors and play- 
wrights both interesting and instructive. At 
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least some of the subjects, such as dancer 
Ramli Ibrahim, writer and playwright K. S. 
Maniam and singer Eddy Chin are known 
outside of Malaysia. 

On what subjects is the "unafraid 
basher” — as a recent reviewer termed him 

— “brutally honest," as the author himself 
entitles one of his more provocative sece | 
tions? Kee's targets include “inflation and _ 
mediocrity” in Malaysia and puritan- 
pontifications about “corrupting the 
young" through “immoral influences in TV 
and video” (Kee's s response: "Corrupting 
the Young, My Ass!^). Perhaps the best ` 
item is the final essay, "All We Want is An 
Even Chance." One can read more brutally 
honest bashings, especially on the Malay- 
sian political scene, in the writings of Op- 
position MP Kua Kia Soong. Of course Kee 
is not a politician, in the narrow sense of 
the word. 

One word of caution regarding the 
style. Kee's writings are mostly in 
“Malaysian English," which makes ubiqui- 
tous use of the meaningless suffix "lah." 
While this is nothing new to Malaysians, 
some non-Malaysians may find it discon- 
certing. 

Just in so few words Just in So Many 
Words is light-hearted and readable Malay- 
sianna. Cinema, stage, poetry, travel and 
essay buffs should find at least some 
sections of the book entertaining. 

ii Myint Zan 


Myint Zan is a freelance writer based in Kuala 
Lumpur. 
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Japan: Only Connect 


he most intriguing item in the eco- 

nomic-stimulus package announced 

by the Japanese Government on 13 
April was the ¥1.2 trillion (US$10.6 billion) 
earmarked for new social infrastructure. 
Although the terminology is vague, it is 
widely understood to mean powerful com- 
puters hooked up by a high-speed nation- 
wide network of optical fibres. 

New social infrastructure is Tokyo's 
version of US Vice-President Al Gore's 
plan to build “information super- 
highways” across the US to link schools, 
libraries, businesses, government offices 
and, ultimately, homes. The idea is that 
public investment in national-computer 
networks will stimulate the economy in the 
much same way as the building of rail and 
road networks did in the past. 

“If [Gore] had never been elected, there 
would be no discussion" in Japan about hi- 
tech infrastructure, says Sachio Semmoto, 
senior vice-president of DDI Corp., Japan's 
second-largest telecommunications com- 
pany. “Gore has done a marvellous job to 
influence not only US taxpayers but also 
Japanese ones.’ 

Japan has a lot of catching up to do. 
"They're substantially behind the US in 
terms of high-performance networking,” 
says David Kahaner, a scientist at the US 
Office of Naval Research in Tokyo. 

Adds Haruhisa Ishida, who manages 
the computer centre at Tokyo University: 
“Japan is very backward by comparison 
with the US in computer networking.” 

Ishida is referring to computer links be- 
tween universities and research institutes. 
Although banks and other business entities 
also have computer networks, academia is 
where the leading edge of computer-net- 
working technology is being honed. 

Academic computer networks in the US 
such as the National Science Foundation’s 
NSFNET can zip information between uni- 
versities and research institutes at 45 mil- 
lion bits a second and experimentally at 
several billion gigabits a second. In Japan, 
the fastest research networks can manage 
is 1.5 million bits a second, and most data 
traffic plods along at 64,000 bits a second. 

A recent plan to upgrade connections 
between universities in Tokyo and Kyoto 
was stymied by complaints from provin- 
cial schools that do not have any links at 
all. And while few US universities are 
without local area networks, only major 
Japanese schools have them. 

This contrast derives from the different 
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Optical-fibre 'superhighways' beckon. 


approaches the nations have adopted to 
dev elop computer-networking technology. 
Gore’s agenda, enshrined in the High Per- 
formance Computing and Communica- 
tions Act of 1991, is the latest in a series of 
Washington-driven initiatives dating back 
to the 1960s. 

In Japan, the government has not been 
sympathetic to the pleas of would-be com- 
puter networkers. “The Education Minis- 
try didn't understand the need [for net- 
works], even after we explained it to 
them," Tokyo University's Ishida says. 

That was in the past. The ministries of 
education, international trade and indus- 
try, and posts and telecommunications are 
now fighting behind the scenes for a piece 
of the new social infrastructure. The pre- 
dictable result of this turf war, though, is a 
further delay in network deployment. 

“The bottom line is that there is real 
motion in the US now, while in Japan 
they're just beginning," says Kahaner of 
the US Office of Naval Research. 

Nippon Telegraph & Telephone hopes 
to begin construction of a high-speed na- 
tionwide data highway in Japan by mid- 
1995. The company's capital expenditure 
required for the project is estimated at Y33 
trillion over 20 vears. 

Networking in the US began at the in- 
stigation of the Department of Defence, 
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which wanted the American military to be 
able to use computers in the field. But once 
developed, the technology spread to other 
areas. 

The big bang in cyberspace came in 
1986, when NSFNET came on-line. Since 
then, growth in computer networks has 
surged. Scientists learned quickly that net- 
works provide an informal medium for 
scholarly exchange and for increasing in- 
tellectual productivity. For example, they 
input research papers and works in 
progress into computer bulletin boards to 
get feedback from colleagues worldwide. 

Publishers are also enthusiasts of com- 
puter networking. Dial-up databases con- 
taining back issues of newspapers and 
magazines have long been commercially 
exploited. Publishers are now interested in 
putting their latest issues on-line, too. Ger- 
man publisher Springer Verlag is currently 
working with AT&T Bell Laboratories of 
the US on a system that will alert subscrib- 
ers when a new issue hits the database. 

Most computer-network research is fo- 
cused on upgrading hardware. That mostly 
means making communications channels 
faster and wider so they can handle infor- 
mation-rich data types such as video. Un- 
der the US National Research and Educa- 
tion Network plan, the cornerstone of the 
Gore initiative, networks will be tested at 
five sites across the country. 

But in order for computer networks to 
become more widely accepted, software 
must be improved. "Systems are not 
house-broken," American network pioneer 
Vinton Cerf says. "An enormous amount 
of basic research needs to be done." Cerf 
and other researchers talk enthusiastically 
of "knowbots" and "informatons," elec- 
tronic nannies that will hold our hands as 
we navigate the hazards of cyberspace in 
search of information. 

In practice, these network agents will 
maintain a profile on each user that will 
enable them to determine what informa- 
tion to fetch. This might be the latest issue 
of an electronic magazine, or, perhaps 
more likely, the newest version of a video 
game. 

Entertainment is expected to be a major 
driver of computer-network usage among 
the public. Multi-user games are already 
popular among, students, so much so that 
some US universities are having to tell 
them to stop playing them so much in or- 
der to prevent networks becoming over- 
loaded. m Bob Johnstone 


29 APRIL 1993 


te TAY 
" COUR CORE e ote tig 


be sh 


eye Ps 


ac eoe SES ESTES Se «14 ees 
A £5 + a. 5*1 d 

ae 271" Ang DU t M 

ber de Pow ; SR GA: DE, 


o 

"M RS 

Nw ^ [UL LA E i 
, | NF. wv 


A AC T 


p 

v» 
n 

^5^* €. 


om 


" " E E r’ 
ZI TT VAT. + 


Wie 


NEER 





No one said that doing business would be easy. (And in- information, business contacts, product displays and inter- 
cidentally, he was right.) But there is a place that will point national trade shows. The Taipei World Trade Center. We 
you in the right direction. A place where you'll tind trade don't make business simple, just simpler. See Us First. 

WPR WORLD . CHINA EXTERNAL TRADE 


P TRADE CENTER Operated by: “¢ y DEVELOPMENT COUNCK — 5 Hsinyi Rd., Sec. 5, Taipei, Taiwan. R.O.C. Tel: (886-2)725-1111 Fax: (886-2)725-1314 





A strong Japanese currency is bad for Japanese industry (/eff), but good for South Korean exports. 


INVESTMENTS 


Yen’s Mixed Blessing 


The surge in the yen is likely to lead to an export rush by South 
Korea, Taiwan, Hongkong and Singapore. But for Japanese 
manufacturers, the prospects are bleak. 


By Louise do Rosario in Tokyo 


hen the yen soared from ¥260 to 

the US dollar to ¥122 between 

1985 and 1988, Japan embarked 
on an unprecedented foreign-investment 
binge and economic boom. Now, with the 
yen heading towards ¥100, will the same 
thing happen again? 

Not if Honda Motor is any guide. Ja- 
pan's most outward-looking car maker — 
with 11 plants overseas, two of them in 
Asia — is more likely to shrink than to 
expand abroad. “The economic situation is 
totally black at the moment. The yen has 
become too expensive,” says Akira 
Takahashi, assistant manager at Honda's 
car plant in Saitama, near Tokyo. “Rather 
than shipping more production overseas, 
we have been decreasing production. We 
have too many people as it is now.” 

For Japanese firms such as Honda, the 
yen's renewed surge could not have come 


at a worse time. The currency's strength 
will dampen an already flagging economy 
and make it even more painful for com- 
panies to restructure. 

For the rest of Asia, the rise of the yen is 
likely to prove a mixed blessing. Exports 
from the four tigers — South Korea, Tai- 
wan, Hongkong and Singapore — will re- 
ceive a fillip, because Japanese firms will 
become less competitive. But other East 
Asian economies should not expect to be 
swamped again by a tidal wave of Japan- 
ese investment. 

Much will depend on how far the yen 
strengthens, of course. On 16 April, US 
President Bill Clinton said in Washington 
that the yen's appreciation should help re- 
duce Japan's trade surplus, which totalled 
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US$111 billion last year and is continuing 
to grow. The remark helped push the yen 
to a record high of Y110.70 to the dollar in 
hectic trading in Tokyo on 19 April, against 
¥124.75 at the beginning of the year. 

Japanese officials tried hard to suppress 
the rise in the currency. Chief Cabinet Sec- 
retary Yohei Kono said: "Sharp increases 
in the yen will have a bad impact on the 
economy,” he told a news conference. “The 
exchange rate should reflect a nation’s fun- 
damentals. Stable change is desirable.” 
And on 19 April, the Japanese central bank 
was reported to have intervened heavily to 
stem the ven's ascent. 

The yen started to rise in January, 
buoyed by Japan's growing external sur- 
pluses; by the end of February it had 
moved below ¥117 to the dollar. The cur- 
rency began to strengthen again in late 
March, pushed up by a flurry of indicators 
that the Japanese economy was recovering. 

After months of decline, Japanese car 
sales rose by 1.5% in March from a year 
earlier and M2 money supply edged up by 
0.2% in February. However, money supply 
shrank by 0.3% the following month. A 
strong, six-week rally in the stockmarket 
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hae. helped to improve sentiment (see next 
_ story), boosted further by a ¥13.1 trillion 
.(US$120 billion) government-spending 
. package, which was unveiled on 13 April. 

Analysts say the yen will remain strong 
because, though interest-rate differentials 
between the US and Japan are expected to 
narrow, the latter's rates may still remain 
higher. The current rate for three-month 
certificates of deposit in Japan is 3.3%, 
against 90-day commercial paper rates in 
the US of 3.1%. "With low inflation in the 
US, its interest rates are likely to remain 
low" contrary to earlier expectations that 
US rates would rise later this year, says 
Geoffrey Barker, an economist at Baring 
Securities (Japan). 

Higher real bond yields in Japan than 
in the US also serve to keep capital at 
home. In addition, foreign investors have 
become big buyers of Tokyo stocks and the 
Japanese appetite for overseas securities 
has waned. 

If the yen stays at the present level, Ja- 
pan's economy will make only a slow re- 
covery. The government expects GNP to 
grow by 3.3% in the year to March 1994, 
after including the effect of its spending 
package, but most private forecasters say 
the economy will expand by 1-29. The In- 
dustrial Bank of Japan (IB) says that if the 
yen remains at the Y112-113 level for a year, 
growth of Japan's GNP will be reduced by 
0.5%. That will postpone by a few months 
the date of recovery, originally forecast by 
IBj to be the third quarter of this year. 

Last time the yen surged, in 1985-88, the 
Japanese economy weakened for a while 
before powering its way through a pro- 
longed boom. This time, companies do not 
have a strong domestic market to help 
cushion them against the yen's hard 
knocks. In those days, Japanese consumers 
were more tolerant than they are now of 
the wide disparity between local and over- 
seas prices for the same goods. Manufac- 
turers' fat profits at home enabled them to 
avoid passing on the yen's appreciation to 
overseas customers in the form of higher 
prices. 

This time, companies will not be so 
lucky. Operating-profit margins of some 
industries, such as automobiles, are already 
close to zero, says Kozo Koide, senior 
economist at IBJ. The yen’s rise has now 
overtaken fapan's drive to cut costs. Yutaka 
Sugiyama, director at UBS Securities, says 
that for most manufacturers the break-even 
point is Y115 to the dollar. 

The firms hit hardest will be leading 
exporters, such as car makers and electron- 
ics firms. "We're losing Y6 billion for every 
Y1 rise in the yen," says Eiji Hirabayashi, a 
spokesman for Toyota Motor. "The only 
thing we can do is to cut costs further, by 
using more common parts and reducing 
the number of models," he adds. Toyota 
exports 35% of its Japanese output, despite 
its extensive production network overseas. 
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WN e are suffering considerable dam- 
age,” says a spokesman of Aiwa, a leading 
audio maker which exports 78% of what it 
produces. "There's nothing we can do at 
the moment. We just hope that the high 
yen is only a temporary phenomenon." 

Asia's tigers will be among the main 
beneficiaries of this loss of competitiveness. 
since the early 1980s, real export growth of 
South Korea, Taiwan, Hongkong and Sin- 
gapore has been directly related to move- 
ments in the yen-dollar rate (see chart). 

The four countries’ total exports grew 
by 34% in 1987 and 26% in 1988, dipping 
down to below 20% in later years. Exports 
of electrical goods to Japan enjoyed a brief 
boom in the mid-1980s. 

“The same is going to happen this 
time again, though to a lesser extent," says 
C. H. Kwan, senior economist at Nomura 
Research Institute. Although their global 
exports are likely to rise, the four countries 
will have to put up with a bigger trade 
deficit with Japan as thev continue to de- 
pend heavily on Japanese capital goods 
and components to run their export ma- 
chine. 

For the rest of Asia, though, there will 
be no such export boom, as their products 


economist at Merrill Lynch in Japan. "Un- 
til there is some kind of recovery, there's 
no great incentive to invest more" at home 
or abroad. 

Instead of shifting more production 
overseas, companies are more likely to lay 
off people and close factories at home, o 
merely try to endure "extremely low le 
of profits" for several more years, said IB 
Koide. Japanese industry will therefo 
cus on trimming its domestic oper 
"We want to be able to handle a ra 
Y100 to the dollar but we will not transf 
more of our production overseas," says 
Kensuke Ito, president of Kyocera, the 
world's largest manufacturer of ceramic 
packages for semiconductors. "We can't 
just go looking for low-cost labour; we. 
would be like gypsies." 

Japanese companies invested US$37 bil- 
lion in the rest of Asia between April 1986 
and September 1992, so there are limits to - 
what more can be done by shifting operā- 
tions to cheaper countries. “Already over 
60% of our production is done abroad, i in- 
cluding in Asia,” says an Aiwa spokesman. 

Evidence of industrialists’ caution to- 
wards investing overseas was reflected in 
an IB] survey conducted in March. Of the 





The Yen and Asia 


Real export 
growth of NICs* 


do not compete directly with those of Ja- 
pan. Asean, whose longstanding surplus 
with Japan turned into a deficit last vear, 
will have to pay more for Japanese capital 
goods. China, one of the few major Asian 
countries that has a trade surplus with Ja- 
pan, will see its trade advantage eroded. 
Nor can dev eloping Asian countries 
count on another massive wave of invest- 
ments from Japanese firms seeking cheaper 
production bases, as occurred in the late 
1980s. Japanese firms are not financially 
strong enough to go on an investment 
spree this time. “Their main goal now is to 
improve profits," savs Peter Morgan, chief 
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3,477 leading companies questioned, nearly | 
80% of the manufacturers and 91% of the 
non-manufacturing firms said they had no 
plans to invest overseas in the next five - 
years. Of the minority who were planning 
to do so, China was the most popular des- 
tination, followed by Asean. 

Japanese investors will need to look be- 
yond obvious factors such as cheap labour 
and come up with a more sophisticated 
mix of investments, says Koide. "After all, 
wages in Malaysia and Thailand, for ex- 
ample, are no longer cheap. [Moving over- 
seas] will provide a breathing space of, at 
most, a couple of years," he says. E 
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On the Plus Side 


"— stock rally expected to help corporate earnings 


he rising yen may slow Japan's ex- 
ports, but a 21% jump in the Nikkei 
Stock Average since 1 March has 
been music to the ears of executives at all 
companies. The stockmarket rally will not 
make much of a difference to corporate re- 
sults for the fiscal vear ended on 31 March, 
but higher equity values will bolster their 
balance sheets in the current year. 
E Brokers and economists are also keep- 
ing their fingers crossed that the stockmar- 
"ket surge will have a salutary effect on con- 


2> sumer sentiment, which has been battered 
by low pay increases and slumping over- 
... time and bonus pay-outs. The rise in the 
-. market in the past six weeks has created 






.. 75 trillion (US$670 billion) of financial 
wealth. 

“If you look at the percentage of 
the market held by individuals, their 
holdings are now worth maybe ¥12- 
13 trillion more than they were a few 
weeks back,” says Alan Livsey, an 


kyo. “That ought to loosen a few 
pocket books.” 

Indeed, signs of a reversion to the 
high life enjoyed by the Japanese 
. from 1986-89 are beginning to creep 

back into focus. Memberships in the 
better golf clubs are bid-only for the 
first time in three years, and crowds 
in Tokyo’s youth-oriented bar dis- 
trict of Roppongi appear to be larger. 

That is not to say, however, that Japan's 
.. economy is on the road to a full recovery 
¿© - or that the stockmarket rally will be sus- 
tained. Economic indicators are mixed, 
though government and private-sector 
economists are doing their best to accentu- 
ate the positive. 

On the plus side, construction orders 


— have improved largely because of acceler- 
~~ ated public-sector spending, new-car sales 
-— rose in March, and the country’s money 
— supply has started to increase. But on the 


negative side, land prices are falling, retail 
sales are slow and industrial indexes are 
mostly declining. 

Most analysts do not expect to see clear 
signs of a recovery until the second half of 
1993. Moreover, the impact of two poten- 
tial irritants have yet to be factored in: the 
latest rise of the yen and trade friction with 
the US, Japan's largest trading partner. The 
stockmarket, for instance, fell 378 points to 
20,298 on 16 April, largely on news of 
tense discussions in Washington between 
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President Bill Clinton. 

As for the stockmarket rally, there are 
signs that the upside potential is limited by 
prospects for corporate profitability and by 
dim supply and demand for shares. “We 
are near the consolidation phase,” says 
Keith Donaldson, head of research at 
Salomon Brothers in Tokyo. 

Adds Hirohiko Okumura, chief econo- 
mist at Nomura Research Institute: “The 
move to 20,000 reflected normalisation of 
the flow of funds. From this point on, we 
need a recovery in corporate profits to 
drive the Nikkei higher.” 

Analysts say the stockmarket has al- 
ready taken account of the forecast that the 
profits of listed companies for the just- 
ended fiscal year are likely to plunge 41%. 
Opinions differ widely on the impact of 
the stockmarket rise and of the Mons 


On the Margin 





signs of improved economic performance 
on profits in the current fiscal year. 

Nizam Hamid, an analyst at Barclays 
de Zoete Wedd in Tokyo, says net income 
will show a 14% improvement in the cur- 
rent fiscal year. Kleinwort Benson, how- 
ever, believes it will fall 10% from the dis- 
mal levels recorded last year. Either way, 
the earnings performance in the year is not 
expected to be good enough to justify the 
stockmarket's prospective price-earnings 
ratio of 70. 

Not that this will matter all that much. 
“The US market is toppy, Hongkong is 
shaky and Europe, save Britain, has dodgy 
prospects," Salomon's Donaldson points 
out. "There's very few markets of size 
where an asset allocator can turn." 

And few analysts worry about another 
big drop in the Nikkei as a result of equity 
purchases by government entities, a prac- 
tice that is expected to intensify. But "eve- 
ryone is waiting with some trepidation for 
the 1993 profit outlook," says Toshio Mori, 


2 chairman of Tokyo Securities. 
Prime Minister Kiichi Miyazawa and = — 


Mori and other brokers say there are 
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other imr ortant reasons why the stockmar- 
ket is not likely to move beyond the 22,000- 
point level in the next few months. Beyond 
this level, they say, the market would be 
back at levels seen in 1988, a year of heavy 
purchases by mutual funds and corporate 
tokkin accounts. “Volume was huge then,” 
Mori says, “and nine out of 10 tokkins are 
desperately eager to liquidate.” 

Equity-investment funds are in much 
the same position. Their life has been ex- 
tended repeatedly courtesy of Japan’s Fi- 
nance Ministry because they have been 
trading below unit values assigned during 
the 1988-89 bull market. 

Then there is the overhang of new 
equity supply that will be created if the 
Nikkei stays at its current level. Craig 
Chudler, strategist at UBS Phillips & Drew 
in Tokyo, points out that the conversion of 
bonds and warrants into equities would 
rise fourfold from last year’s level of 
¥360 billion should the Nikkei stay above 
19,000 points. At the 21,000-point level 
mark, the new supply could be nearly 15 
times as great, and that is not even 
factoring in the government's plan to float 
2 million shares of East Japan Railways in 
October. This East Japan issue is ex- 
5 pected to have a value of at least 

¥340 billion. 

Still, it is clear that stockmarket 
sentiment has changed for the bet- 
ter. While the government led the 
market rally in early March by con- 
centrating its buying power on 
Nippon Telegraph & Telephone, its 
role has since been greatly eclipsed 
by private-sector activity. 

In March, big buyers were for- 
eign institutions, Japanese securities 
houses and semi-professional indi- 
vidual investors buying on margin. 
Net sellers were Japanese companies, fi- 
nancial institutions and investment trusts, 
all seeking to dress up their books before 
the end of the fiscal year. 

This trend has continued, though for- 
eign buying has tapered off in comparison 
with local margin buying. Margin debt has 
risen 90% since 5 March to about ¥2.3 tril- 
lion, its highest level since 1989. “We 
haven't seen broad-based individual in- 
vestment,” says Chudler of broker UBS. 
“It’s the wealthy guys that are in.’ 

But Japan's largest institutional inves- 
tors, life insurance companies, have been 
on the sidelines. Even though insurers own 
about 30% of the stockmarket's outstand- 
ing shares, "they have no sense of op- 
portunity cost,” says Yukihiro Nishimiya, 
an investment manager at American Inter- 
national Group’s Japanese life insurance 
arm. 

“Insurance companies employ salary- 
men portfolio managers,” Nomura’s Oku- 
mura says. “They'll buy at higher prices 
once they check that the recovery is fully 
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A Casino Commission (“the Commission") 
will be formed under the new Greek Gaming 
Law, a draft of which is expected to be submitted 
to Parliament in April 1993, to promote and regulate 
the operation of casinos in Greece to international 
standards. The Commissions primary objectives 
are to facilitate the establishment of the highest 
standard of casino facilities with impeccable 
operations, to significantly enhance the Greek 
tourist industry and to improve the employment 
opportunities for Greek citizens. 

Preliminary Proposals (“Proposals”) are 
invited for the development and operation 
of international standard casino and leisure 
complexes at eight sites. 

The selected sites are: 

Athens ~ Greater Attica Area (a radius of 

more than 17kms from Syntagma Square} 

Athens- City (within a radius of 10kms of 

Syntagma Square) 

Thessaloniki 

Crete 

Corfu 

Rhodes 

Mykonos 

Porto Carras in Halkidiki 

The developments at Athens — Greater Attica 
Area, Thessaloniki and Crete will be luxury casino 


.|. resort complexes and may incorporate an existing 





or new hotel, conference facilities, restaurant 


facilities, marina, leisure facilities and significant | ^. 


public car parking facilities. The Athens- City 
development will be a luxury casino, either a 
stand-alone development or incorporated into an 


existing property. The remaining sites will be 


tourist class casinos, either stand-alone develop- | 
ments or incorporated into existing properties. | 


Details of the site requirements are contained in 


the Request for Proposals. 

Registrants may submit a Proposal in respect 
of any or all of the identified sites. 

Details of how to lodge a Proposal are 
included in the Request for Proposals. Copies of 
this document may be collected, on presentation 
of a formal letter on the Registrants business 
letterhead, from: 

Office of the Deputy Minister P. G. Doukas, 

Ministry of Finance (Room 401), 

10 Karageorgi Servias Str. 

Syntagma Square, 

105 62 Athens, Greece. 


Participation in the Proposal process must be 
confirmed by 5.00 p.m. Greek Standard Time on ae 
Friday 7 May 1993. Registrants may seek | 


clarification of the requirements of the Request 
until 14 May 1993. 


Proposals must be submitted no later than 


Friday 9 July 1993. 
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Rapid Reaction 


Hongkong firm finds a niche selling personal security 


By Jonathan Karp in Hongkong Ea 


rime has rehabilitated Raymond 

Hung. Burned by the volatile toy 

business in the 1980s, the Hong- 
kong electronics entrepreneur has swap- 
ped children's fantasies for adult night- 
mares. He's making a killing on personal- 
security systems in North America. 

"Crime rates are on the rise. People are 
concerned, and they should be,” Hung 
says matter-of-factly. 

The managing director of electronics 

maker Applied International Holdings 
does not gloat over crime — the US had 
3.2 million burglaries, 1.7 million car thefts, 
106,000 rapes and 25,000 murders in 1991 
— but he is profiting handsomely from the 
fear it generates. One of his products is a 
US$30, battery-run “noise grenade” called 
the Personal Attack Alarm: pull the pin, 
and it unleashes a high-pitched screech 
that makes the eardrums wobble. 

With crime hitting the nightly Tv head- 
lines, the 45-year-old Hung has found a 
ready market. His smartest move, though, 
has been to set up a direct-sales network, 
Quorum International, thus cutting the 
costs of establishing a retail channel. Quo- 
rum is now among the fastest-growing net- 
works in the US and 
Canada — and its success 
has transformed Applied, 
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has been expanding at a breakneck pace. 
Launched in June 1991, it has signed on 
more than 140,000 North American dis- 
tributors. Each seller can earn up to 42% 
commission on his sales and on the sales of 
those he recruits. Since July, revenues have 
rocketed by around 30% a month. They 
reached US$18 million in March. 

“In Hongkong, people are afraid of the 
Chinese [takeover]. Well, here we're all 
afraid of each other, so the products Quo- 
rum sells are timed well for what's going 
on in this country," says Corey Augenstein, 
publisher of Downline News, a New York 
newsletter which tracks the network mar- 
keting industry in the US. “Quorum has 
found a niche. There is no competition.” 

Buoyed by its early success, Quorum 
plans to double its product line within six 
months. It currently sells eight items, in- 
cluding burglar alarms and car anti-theft 
devices. In June, it will launch a system 
that enables a parent to monitor the loca- 
tion of up to three children simultaneously. 

Hung’s ambitions for Quorum are re- 
flected in its plans to move into new head- 
quarters outside Phoenix, Arizona, in May. 
In addition, it intends to launch operations 
this year in Mexico and Britain, and in 1994 
in seven other EC countries. A Chinese 
venture is also on the 
cards. 

Hung himself plays a 


an original-equipment 4 Jan 1993=100 high-profile role: he is a 
manufacturer (OEM), into 450- star at rallies to promote 
one of the hottest counters Quorum and recruit sales- 
on the Hongkong stock- men. During à recent 
market. All of which has swing through North 

| given Hung dreams of 400- America, the US-educated 
building a global con- Hung spoke to audiences 
sumer-electronics empire. Applied of more than 1,000 people 
"Our objective," he 350- International each in Dallas, Los Ange- 


| and Amway. 


says, "is to become No. 3 
in network marketing" be- 
hind global leaders Avon 


He has a way to go. 
Quorum forecasts sales of 
US$200 million for the year 
to 30 June. By contrast, the 
two US giants have annual 
revenues of more than 
US billion. To come even 
a distant third, Quorum 
would need turnover close 
to USS1 billion, analysts 
say. Moreover, some ob- 
servers question just how 
big the market for security 
systems really is. 

All the same, Quorum 
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orum, he says, Applied 

Jen. Feb. Mar. kd © is "totally unlike the OEM 
manufacturer of old. We 


les, Atlanta and Toronto. 
"Ravmond Hung re- 
sembles an evangelist 
rather than a managing 
director," says a Wardley 
James Capel analyst in 
Hongkong. Anticipating 
further tours, Hung says 
he has enrolled in a three- 
day Hollywood speech 
and media course. Back 
home in Hongkong, he is 
raining promotional 
videotapes on securities 
analysts and fund manag- 
ers. With the addition of 
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are a marketing company.” 

Indeed, Quorum's impact on Ap- 
plied, which owns 70% of the distri- 
bution network, has been dramatic in 
more ways than one. Quorum's sales 
are expected to contribute 80% of Ap- 
plied's turnover in the year to 30 June, 
compared with just 25% a year ear- 
lier. The effects were evident in Ap- 
plied's first-half results: net profit rose 
148% to HK$50.2 million (US$6.4 mil- 
lion), while sales were up 145% at 
HK$345 million. 

Investors have awakened to Ap- 
plied's rejuvenation by bidding up its 
share price. On 19 April, its stock was 
trading above HK$3.00, a more than 
four-fold increase from January. Dur- 
ing late February, daily volume in the 
stock jumped to nearly 50 million 
shares from an average of 4 million in 
previous weeks. 

That change was so dramatic that 
the Stock Exchange of Hongkong que- 
ried Hung about possible insider trading 
— which he denies. Hung, who with his 
wife owns 46% of Applied, believes Quo- 
rum distributors in the US bought into 
Applied and may hold 4-6% of the com- 
pany. 

Analysts are divided on the stock's 
prospects. “It looks like a good time to sell. 
The good news is already out,” says 
Francis Wong, assistant director at Pruden- 
tial Asset Fund Management. But some 
brokers believe Applied could hit HK$4. 
Carlton Poon of Worldsec International 
says the price rise represents “an apprecia- 
tion that, after trying a few times, Applied 
has found a winning formula.” 

Or has it? Quorum expects to achieve 





Hung has profited from electronics and human fears. 


turnover of US$32 million a month by the 
end of 1993 and top US$50 million in 1994, 
These projections are based on company 
estimates that only 7% of homes and 1% of 
cars in the US have alarm systems. But 
there are two ways to view these figures. 

“I think there is room for growth, but 
these small numbers are not necessarily a 
plus. They may suggest there is not such a 
big market,” says Len Clements, editor of 
Market Wave, a California magazine that 
evaluates network marketing opportuni- 
ties. 

In addition, Quorum’s early success is 
likely eventually to attract competitors. 
And unlike Avon lipstick or Amway de- 
tergent, once you buy a home alarm, you 


A Turn for the Better 


The creation of Quorum International 
marks the end of a 10-year quest by 
Raymond Hung for a marketing arm for 
his manufacturing business. 

Hung studied electronic engineering 
in the US and later gained an MBa there. 
He founded Applied in 1975 with 
US$60,000 and began OEM production of 
calculators for Texas Instruments, later 
adding floppy disks and computer parts 
for clients such as IBM. 

But after a computer-industry down- 
turn in 1985, it shifted to making elec- 
tronic toys and games, acquiring a Hong- 
kong listing the following year. Then, in 
1988, two of its biggest customers — US- 
based Coleco and World of Wonders — 
filed for bankruptcy. Applied plunged 
into the red for two years, and Hung 
again changed tack. An attempt to re- 
enter the computer-parts business failed, 


29 APRIL 1993 


but his sally into consumer electronics 
was more successful. 

Despite its setbacks, Applied has kept 
a strong balance sheet. Rights issues in 
1988 and 1990 raised HK$235 million, 
used partly to finance factory expansion 
in southern China. The second issue, 
representing 25% of Applied, was made 
to Grande Capital Corp., an investment 
vehicle run by Macau casino boss 
Stanley Ho and Semi-Tech (Global) 
chairman James Ting. Grande sold its 
holding 15 months later, Hung says. 
Some analysts, however, suspect Grande 
retains a substantial stake via nominees. 

Applied now has two main thrusts: 
exporting audio products to Europe un- 
der its own name, and concentrating its 
lower-margin OEM business on just two 
lines — educational toys for Texas In- 
struments and electronic games for Ti- 
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don't need another one. “I don't see 
Quorum becoming No. 3 by selling 
non-consumable products," Clement 
Says. 

Hung has improved his chances, 
however, by assembling a manage- 
ment team experienced in network 
marketing. Although he is the com- 
pany's chief executive, seven partners 
controlling 23% of the equity run day- 
to-day operations. Quorum has also 
lured distributors away from compet- 
ing network marketers. (Reflecting 
Hung's interest in high technology, 
the company has set up a satellite-TV 
system to keep its distributors in- 
formed.) 

The Quorum boss, meanwhile, has 
plans to diversify into electronic com- 
munications, medical equipment and 
home-entertainment products. The 
company is also laying the basis for 
database-marketing and catalogue- 
house operations. These are intended 
to transform it into a dial-in electronics su- 
permarket through which other companies 
can sell their products. 

Capital is not an obstacle; Hung says 
Applied has US$22 million in cash. But 
Applied is scrambling to add middle 
managers, engineers and production ca- 
pacity. Once sales break US$30 million a 
month, it will have to sub-contract manu- 
facturing. 

And what might accelerate this break- 
through? Hung lights up at the thought of 
doing business in China. He is already nur- 
turing official contacts there. "The Peking 
police chief told me he might require all 
cars to have [Quorum] alarms," he says, 
with almost criminal delight. a 
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ger Electronics, also of the US. 

China also figures highly in Applied's 
plans. The company employs 4,500 
workers in Guangdong province, and 
has become Tiger's sole agent to sell elec- 
tronic games in the country. But Hung 
has worried analysts by also jumping 
into China's highly speculative property 
market. It is involved in a joint venture 
to build 25 million square feet of resi- 
dential and commercial property in 
Danshui, Guangdong. 

Hung says Applied's commitment to 
the venture will not exceed HK$100 mil- 
lion, of which 80% has been paid. He 
also says the land has already appreci- 
ated to Rmb 160 (US$28) a square foot 
from the Rmb 10 that Applied paid. 

But that does not assuage the doubt- 
ers. "If he really has a buyer who will 
pay 16 times the paid price, then he can- 
not do any better. He should sell," says 
Paul Chan at broker Merrill Lynch. 

m Jonathan Karp 
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3 Catching the China Bug 


World Bank’s IFC is turning to the Middle Kingdom 


hina had a low priority for Deborah 

Farrell six months ago. As the head 

of capital markets for Intemational 
Finance Corp. (IFC), the World Bank affili- 
ate that nurtures the private sector in de- 
veloping countries, she focused on coun- 
tries deemed much more potentially pro- 
fitable. No longer. 

Today, Farrell spends much of her time 
working on a long-delayed proposal for a 
joint-venture bank in China that would be 
the country's second such enterprise. Many 
details need to be worked out on the pro- 
posal that was first floated seven years ago 
by the Agriculture Bank of China, Rabo- 
bank of the Netherlands and Yasuda Trust 
& Banking of Japan. Farrell says it is not 
even clear where the bank will be located. 

If approved, the new bank is likely to 


^^: be given authority to deal only in foreign 


exchange, though Farrell says its partners 
have bigger ideas. "We are counting on 
[being allowed access to] renminbi busi- 
ness," she says. "But if that doesn't hap- 
pen, it will still be profitable enough to 
meet our criteria." 

Farrell is not alone at the IFC as she 
grapples with learning how to do business 
in China. The agency is looking ever more 
closely at Asia. Given the recurrent prob- 
lems with its African portfolio and grow- 
ing losses in Eastern Europe, the IFC needs 
Asia's dynamism more than ever. And af- 
ter a hiatus following Peking’s crackdown 
on the pro-democracy movement in June 
1989, nothing looks better and more lucra- 
tive to the body's senior execu- 
tives than China. 

The iFC needs the boost it 
gets from its Asian investments 
because its mission is far 
trickier than that of its parent. 
The World Bank is purely a de- 
velopment agency. But the IFC 
has a more complicated man- 
date; its activities must make 
commercial sense as well. And 
while the World Bank lends at 
below market rates, the IFC 
lends on strictly commercial _ 
terms, which means the, pros.. 
jects it funds have to miake ptos: 
fits as well as soci a LM 
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these investments. A& the agen-"" 
cy's stake in Peugeot's car-as- 
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sembly joint venture in Guangdong prov- 
ince, which was worth US$4.5 million at 
the end of June 1992. The iFC presumably 
reaped a big profit in February, when the 
venture listed on the Stock Exchange of 
Hongkong as Denway Investments. 

The IFC plans to double its China com- 
mitments this year and again in 1994. "We 
have a lot of room to put real money on 
the table," says Jemal-ud-din Kassum, the 
IFC's vice-president of operations who an- 
ticipates a time when the agency may mo- 
bilise as much as US$700-800 million for 
China. 

The agency is making up for lost time. 
At a seminar sponsored by the Chinese 
Ministry of Finance in October, the IFC met 
with 750 local and foreign companies in 
five Chinese cities. The agency held seri- 
ous talks with 50 companies and selected 
60 proposals for consideration. It has nar- 
rowed the list of possible investments to 
12, which range from a joint-venture glass 
factory in Liaoning province with Asahi 
Glass of Japan to a cement plant in 
Shangdong province to a telephone cable- 
making company in Jiangsu province. 

"Everyone around here has the China 
bug," says Jack Garrity, head of the IFC's 
corporate relations. 

But China is not stealing all the lime- 
light. IFC staffers say all of Asia is going 
their way as the agency encourages priva- 
tisation in sectors of local economies that 
once would have been the province of gov- 
ernments. “Our balance sheet is growing 
so fast because more and more economies 
are moving to the private sector,” vice- 
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president Kassum says. 









The tFC is also contributing to another 
significant development: the expansion of 
intra-regional investment as Asia looks in- 
ward for economic growth. Half the 
projects in which the IFC is involved have a 
regional aspect to them. 

The agency's latest power-plant project 
in the Philippines fulfils two of the IFC's 
recent main goals of providing energy to a 
country desperately short of it and of en- 
couraging exports from China. The plan for 
a 300-megawatt power generator in 
Batangas province, put together by a group 
of private investors, calls for equipment to 
be supplied from a Shanghai consortium. 

^We also want to expose China to the 
private sector, says Rauf Diwan of the 
department of investments for the IFC's in- 
frastructure-power division. "The Shang- 
hai group was shocked by the penalty 
clause in the contract [for delays in the 
Batangas project] and the clause about 
quality. But now they can bid for anything 
in the world." 

The IFC is also inviting Chinese banks to 
participate in a loan it plans to syndicate 
for the Batangas power project in an effort 
to bring them more fully into the interna- 
tional financial community. The IFC usu- 
ally takes a small equity stake and a small 
portion of the lending in any project in 
which it is involved, and the remainder is 
parcelled out to commercial banks. 

Because Asian governments are increas- 
ingly inviting the private sector to help pro- 
vide energy, Diwan's domain at the IFC is 
one of the busiest. About five power- 
project proposals a day arrive on his desk. 
A recent sampling of these proposals in- 
cluded a request from Japanese companies 
to generate electricity in China and India 
and one from a Hongkong company to 
build a power plant across the border. 
Diwan says the IFC generally likes power 
projects more than industrial ones because 
, they do not carry as much risk. 
$ But it is not only such infra- 
€ structure projects that reflect the 
growing economic integration 
of Asia. Nor is it merely inves- 
tors from high-cost countries 
such as Japan and South Korea 
moving their production to 
Thailand, Indonesia and the 
Philippines. 

The Fc is helping the Sinar 
Mas group of Indonesia finance 
a US$100-130 million paper mill 
in China's Zhejiang province, 
the first-ever project syndica- 
tion in the country. It is also 
providing funding for the Indo- 
Rama group of Indonesia, 
which plans to return to its 
roots in India by setting up a 
textile operation in Nagpur in 
the central part of the country. 
Earlier, the agency advised the 
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group on a Swiss franc convertible-bond 
issue and intermediated a currency swap 
for the proceeds as well. 

“In the past, most investment was ei- 
ther property or light industry,” says 
Mumtaz Khan, a country manager in the 
IFC's Asia department. "Now, there are 
larger, more capital-intensive invest- 
ments." 

From the point of view of the IFC, things 
have never been better in Asia. Yet it has 
not been immune to criticism. The agen- 
cy's commitment to fostering the private 
sector has resulted in charges | that it treads 
too heavily on private-sector toes and that 
it takes part in deals in which it is not 
needed or wanted. "There is a lack of crea- 
tivity in their approach to the region,” a 
merchant banker says. “They are doing 
what any number of private-sector partici- 
pants are willing to do. They are abusing 
their special status in the region." 

The IFC has been sharply criticised for 
acting as a partner of Robert Kuok's Kerry 
Group in financing its five-star Shangri-la 
hotels in Manila and in Jakarta. In 1992, the 
financing was among the IFC's top 10 
syndications. "We always get a lot of grief 
on the hotels," says Harold Rosen, a divi- 
sion manager in the IFC's Asia department. 
"In fact, we only came into the Jakarta 
Shangri-La after the original syndication 
flopped. There are seemingly commercial 
projects which can't get financing on com- 
mercial terms." 

The IFC is especially criticised in Asia 
tor being too profit-minded and for prefer- 
ring the well-heeled tycoon to the barefoot 
entrepreneur. The conflicts can be espe- 
cially sharp in the agency's burgeoning 
capital- -markets department, where critics 
have long accused the IFC of profiteering. 

The agency's South Korean portfolio, 
for example, has been extremely profitable. 
It includes equity stakes in such lucrative 
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entities as Gold Star, Hana Bank and Ko- 
rea Long Term Credit Bank. Critics, how- 
ever, assert that in 1989, when foreigners 
were desperate to acquire exposure to the 
heavily regulated South Korean market, 
the IFC was taking up rights offers and flip- 
ping its holdings. They say these were 
privileges that other outside players, who 
were largely barred from the market, could 
only envy. 

Until last vear, the IFC focused on estab- 
lishing and taking stakes in country funds, 
which many analvsts believe was inappro- 
priate, as the private sector would have 
been willing to establish such funds inde- 
pendently. That criticism became even 
more vocal last year, when the agency 
moved into underwriting international cor- 
porate-bond issues. In 1992, it co-led seven 
international securities issues with a total 
value of US$1.2 billion. 

“There are instances in which the IFC 
brings non-market factors to bear," says a 
private-sector competitor, citing the current 
privatisation of Petron Co. of the Philip- 
pines. The irc suddenly emerged on the 
short list of advisers for the privatisation 
along with at least a dozen private dn 
petitors. “T he IFC doesn’t have any special 
experience,” the competitor says. "It de- 
pends on the World Bank. And nobody can 
say no to the World Bank.” 

Merchant bankers further chide the IFC 
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for advising corporate privatisations and 
restructurings and for managing commod- 
ity, foreign-exchange and interest-rate 
risks. Moreover, because the IFC takes 
stakes in private companies and then as-_ 
sists them in going public, many invest- 
ment bankers complain that the agency is- 
a competitor with inside information and: 
an unfair advantage. 

The IFC is also accused of favouring es 
tablished groups rather than younger, 
more risky prospects. But in recent years, 
the agency appears to be working more 
with smaller companies. 

In Indonesia, the IFC has acquired an 
equity position in PT Mitracorp Pacific- 
nusantara, a company formed by a group 
of Astra International managers that takes 
stakes in smaller undertakings ranging = 
from electronics to shoes. It is also reluc- OH 
tantly shifting to three-star hotels from five- = 
star ones. 

Nonetheless, balancing the develop- 
mental and the commercial is at the heart 
of the IFC’s mandate — even if itis notan. = 
easy one to follow. "We do make more 
money in Asia than in Africa,” division 
manager Rosen says. "We have to regulate 
ourselves so we don't do everything in re- 
gions in which it is easier to make money. 

If everything had the financial characteris- 
tics of Africa, we would need a lot more 
capital." n 
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Thailand’s farmers are far less efficient than their competitors. 


Thought for Food 


Thai farm policy faces long-term choices 


By Paul Handley in Bangkok 


n 1292, King Ramkhamhaeng set forth 

Siam’s farm policy thus: “This land of 

Sukhothai is thriving. There is fish in the 
water and rice in the fields. Whoever wants 
to trade in elephants, does so. Whoever 
wants to trade in horses, does so.” 

But it is no longer so easy. Ramkham- 
haeng’s standard guided agriculture for the 
next seven centuries, during which Siam 
shipped copious amounts of rice and other 
commodities throughout the region for 
great profits. Last year Thailand's agro-ex- 
port machine earned some US$9 billion in 
foreign exchange. 

But major changes in the domestic envi- 
ronment and in international markets are 
beginning to make things difficult for what 
is the world’s ninth-largest net food ex- 
porter and Asia’s biggest. Thailand is los- 
ing many of its natural advantages — abun- 
dant land and cheap labour, for instance 
while the prices of its commodities are fall- 
ing on global markets. Meanwhile, private 
agribusiness is demanding more govern- 
ment attention to its long-term problems. 

How the country’s industry, govern- 
ment and farmers respond has great impli- 
cations for the world food trade. Thailand 
has a choice. It can follow the East Asian 
path towards industrialisation, ultimately 
dropping out of the farm-export business; 
or it can carve out its own economic model 
as a so-called NAIC, or newly agro-industr- 
ialised country, on the lines of food-export- 
ing industrialised powers such as France 
and the Netherlands. 
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The former path, to which the country 
appears headed by default, would largely 
sacrifice an industry with substantial com- 
parative advantage. But either course will 
bring unsettling change to the lives of mil- 
lions of Thai farmers bound to traditions 
dating from Ramkhamhaeng's time. 

It is not an immediate crisis. Despite the 
attention given Thailand's move towards 
the NIC club, agribusiness, inctuding food 
processing, still accounts for 25% of its GDP, 
equal to non-agricultural manufacturing, 
according to Scott Christensen of Thailand 
Development Research Institute (TDRI). The 
other half of the economy is mining and 
services. An estimated 50-60% of the work- 
force is still on the farm. 

One of only two net exporters of food 
in Asia (the other is Vietnam), Thailand is 
enjoying a boom in farm-sector shipments. 
Agricultural and marine exports almost 
doubled between 1987 and 1992, to an esti- 
mated Baht 220 billion (US$8.7 billion), 
more than one quarter of total exports. 

Thailand should easily retain its impor- 
tance in global food markets for years. It is 
the world’s No. 1 rice, tapioca and rubber 
exporter, and No. 2 in sugar. The kingdom 
is Asia’s biggest net exporter of processed 
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foods, primarily canned tuna, frozen 
chicken and frozen shrimp. 

Thai agribusiness firms are pushing into 
new areas — fresh and processed fruit and 
vegetables, cut flowers, and specialty pre- 
pared foods. The country has become a 

centre of tissue culture, with Thai laborato- 

ries commercially mass-producing plant 
clones for customers around the world. 
Equally significant, private Thai concerns 
have begun exporting agribusiness tech- 
nology to developing countries like China, 
Indonesia and Vietnam. 

But these advances do not address all 
the new challenges to Thailand’s centuries- 
old food-export machine. Three significant 
and interlinked changes have begun to 
erode many of the kingdom’s traditional 
natural advantages in agriculture, says 
economist Ammar Siamwalla, president of 
TDRI. 

First, says Ammar, the country, since 
the early 1980s, has exhausted its surplus 
of arable land, and can no longer simply 
expand farmland to increase production. 
This has also raised farmland prices, mak- 
ing it more difficult for the poor to buy or 
rent land for planting. 

Second, the legacy of surplus land and 
labour has left Thai farmers less efficient 
than those elsewhere. Because they tradi- 
tionally have expanded acreage to increase 
production rather than intensify yields, 
Thai farmers know little of the techniques 
needed to boost efficiency. US farmers get 
more than double the rice and maize yield, 
and Australians double the sugar. 

Third, since 1988-89, says Ammar, 
"farmers have had to worry where they 
will get their next gang of labourers from." 
The industrial boom has sent harvest 
wages soaring as much as 70% in four 
years. Hardest hit are the rice and sugar 
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sectors, responsible for Baht 55 bil- 
lion in exports last year. 

Thailand’s main crops each have 
their specific problems as well: 
> The industrial boom has de- 
prived rice, maize and sugar cane 
farmers of the irrigation they need 
during the dry season. 
> Sugar, the only crop the govern- 
ment directly subsidises, is threat- 
ened by the newly established 
Asean Free Trade Area. 
> Vietnamese rice exports have 
softened prices, especially for lower 
grades, hurting thousands of Thai 
subsistence farmers. 
> Thailand's EC quota advantage 
for tapioca pellets, an animal feed 
starch processed from cassava root, 
will slowly evaporate with the revi- 
sion of the EC Common Agricul- 
tural Policy. 
> Chicken and shrimp exports 
both face new competition from 
cheaper labour operations in China 
and Indonesia, among others. 
> Higher wages, protectionism 
and loss of fishing rights abroad are 
threatening the tuna industry. 
> The rubber industry is expected to be 
challenged by lower-wage Indonesia over 
the next decade. 

Meanwhile, real commodity prices 
worldwide have taken a plunge over the 
past decade. The UN calculates that be- 
tween 1981 and 1991, the real export price 
for rice fell 36%; maize, 29%; rubber, 44% 
and sugar, 50%. That is dangerous for a 
country that has 70% of its farmland, and 
more than 10 million farmers, in six com- 
modities: sugar, rice, rubber, maize, cas- 
sava and sorghum. 

All of this suggests that, to stay in the 
race, Thai farmers and food processors will 
have to adapt: intensifying production, cut- 
ting unit production costs, diversifying into 
higher-value crops and more value-added 
exports. If not, Thailand could go the way 
of former food exporters like Taiwan, now 
an importer. 

The questions are now being debated 
heavily among private industry and econo- 
mists, but, ironically, not so much within 
the government, whose fixation is with the 
hallowed NIC ideal, leaving the farm ex- 
port sector, say critics, to fade away. 

Former minister of agriculture and co- 
operatives Kosit Panpriemras complains 
that the government has generally ignored 
the farm sector in favour of manufacturing 
over the past two decades, investing sur- 
plus funds generated by farm exports into 
non-agro industry. 

“Thailand has a huge comparative ad- 
vantage in agriculture. But you cannot 
reinvigorate your agriculture without 
ploughing back a huge amount of capital,” 
says Kosit. “[Current policy] has made ag- 
riculture weaker and weaker. The result is 
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Taking sugar cane to market. 


you lose competitiveness, and you leave 
the farmers eternally poor." 

Kosit says the ministry must abandon 
its traditional approach — directing farm- 
ers what crop to plant, produce and ex- 
port. "In the past it has been father knows 
best, telling farmers what to do," he says. 
“We need to stop the ministry from pick- 
ing the winners." That, he says, is some- 
thing better left to the markets, bolstered 
by government help in research, infrastruc- 
ture and other initiatives. 

Indeed, private agribusiness is increas- 
ingly demanding such government in- 
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volvement, without which they say 
the sector will shrivel. While they 
may differ on specifics, there is 
broad agreement that the govern- 
ment should be more involved in 
research and development on 
crops, processing, marketing and 
efficiency. They want more educa- 
tion and information dissemina- 
tion. And they want the govern- 
ment to be more aggressive in try- 
ing to open up foreign markets. 

Many say the government 
should cooperate more on promo- 
tion, especially of branded prod- 
ucts. "We are the world's biggest 
pineapple-juice producer," notes 
one economist. "Why don't we 
have a brand name?" 

Others want the government to 
remove tariffs, which raise the cost 
of animal feed, for instance. Crop 
farmers want it to invest in main- 
taining irrigation systems and pro- 
moting systematic water control. 

“Thailand needs a coherent 
policy on where do we take agri- 
culture over the next 20 years,” says 
one Western businessman deeply involved 
in Thai agribusiness. “The country cannot 
just rest on its laurels. To export raw agri- 
cultural commodities is dooming the 
farmer to subsistence.” 

Tapioca exporter Sukit Wanglee, who is 
also president of the Thai Tapioca Traders 
Association, says Thailand is the “one 
country in the world that does not support 
its farmers. That is why they are so poor.’ 

But the government’ s reaction has al- 
ways been in the form of short-term sup- 
port measures when commodity prices fall 
and farmers yelp. After loud protests early 
this year, Chuan Leekpai's government 
used billions of baht to buy up rice, and is 
exporting it at a loss. 

The only government initiative in recent 
years for long-term planning has been the 
formation of the Agriculture Ministry's Na- 
tional Agricultural Council (NAC), suppos- 
edly to bring together the government, 
agribusiness and farmers to sort out poli- 
cies that would benefit all. The NAC has yet 
to be formally constituted, but observers 
say the current ministry's policies indicate 
which w ay it will go: back to old habits of 
telling farmers what to do. 

Ammar, long opposed to the NAC, says 
it constitutes a marketing board-cum-cen- 
tral planning agency "at a time when these 
are out of fashion worldwide." Adds 
Christensen: "Their view is that there are 
winners or losers. This is wrong." 

Some farming sectors are not waiting 
for a coherent government response, but 
are already adapting to a tougher future. 

In cassava, a starchy root crop pro- 
moted in the 1970s for poverty alleviation, 
exporters are creating a fund to develop 
higher-yield strains that would allow me- 
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chanical harvesting, currently impractica- 
ble due to the shape of the roots. Both 
Sukit’s Poon Phol Co. and the Thai Wah 
group, another tapioca trader, are process- 
ing cassava for industrial uses — coating 
paper, for instance. 

Sugar refiners are funding development 
of new varieties. Some minor government 
measures have already encouraged greater 
efficiency, and a few mechanised harvest- 
ers have been put into use. 

The chicken and shrimp industries are 
finding more ways to process and precook 
their products to export higher-profit pre- 
pared foods. The canned-tuna industry is 
developing more-efficient transport and 
processing methods, to cut labour costs 


| and retain markets. 


And in other areas, companies are 


| working with farmers to develop specialty 
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| crops and products. All over the country 
| investors are planting high-value fruit 
| and vegetables for export markets. In 
| Petchabun in the lower north, American 
Tim Welsh's Agrisource Co. has con- 
| vinced farmers to grow a special variety of 
| sunflower that produces an oil used in 
. food processing. Citing his business and 
| others, like tomato-seed producers in the 
. northeast, he says, “people are so wrapped 
| up in Nic-dom they do not realise the re- 
| sources they have. This place is untapped.” 


To tap it fully, many agree, will require 


| the government paying more attention to 
| the long-term issues of this important sec- 
' tor. But it is an uphill struggle. As one ag- 
. ricultural economist says, to the Thai Gov- 
 ernment "agriculture does not even have 
the status of the son of a minor wife. It is 
_ the child of the maid.” a 
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King of the 
Paddy 


A major rice exporter 
faces change 


ing clearer than in its most time- 

honoured export, rice. After Viet- 
nam's aggressive entry into world rice mar- 
kets in 1990, and the domestic water prob- 
lems which have forced cutbacks in Thai 
rice acreage, doomsayers have been pre- 
dicting Thailand's demise in the global rice 
trade. 

Don't count on it. For the foreseeable 
future, Thailand will be the driving force 
in the world rice business. Without Thai 
exports, a lot of people would starve. Tens 
of thousands of tonnes of Thailand's fa- 


N owhere is the challenge to Thai farm- 


mous jasmine rice — which Hongkong 


consumers have enjoyed for decades — are 
now exported into southern China, attest- 
ing to the fact that as Asians grow wealthy 
and markets open, there is a demand for 
Thailand's quality. 

The crop harvested between last No- 
vember and January had problems, but 
they stemmed more from nature than from 
global market trends. Because of a pest 
infestation and unusual harvest-time rain- 
fall, a larger-than-usual portion of this sea- 
son's rice was of poor quality. Farmers 
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Higher rice yields could threaten quality. 


stuck with that rice could not get a good 
price for it. And that snowballed into one 
of Prime Minister Chuan Leekpai's first po- 
litical crises — farmers protesting falling 
rice prices. 

But the main reason for their discontent 
is that world rice prices are currently on a 
down-cycle from a rally that took the ex- 
port price of the benchmark Thai grade, 
5% white, to nearly US$340 a tonne in early 
1991. More recently it has dropped to 
US$250. Trader John Davies of Continental 
Grain (Thailand) says the current price 


market, Japan. Thailand's Sumonfarm, a 
medium-sized concern, is thriving, says 
owner Lertsak Lertputipinyo, only be- 
cause of its equity links to a Japanese food 
importer. Farms without direct links are 
suffering. 

This is not an insurmountable prob- 
lem, says CP poultry-market expert 
Terdpan Vatanalikit; it is only the distor- 
tions of the feed costs coming home to 
roost. And it is a prime example of how 
government policy discriminates against 
agribusiness; other industries receive re- 
bates on tariffs if they export their fin- 
ished goods. 

Not so for agricultural products. In- 
stead, many complain, they are penalised 
for adding value to Thai farm products. 
With China subsidising its chicken ex- 
porters through cheap feed, Thai poultry 
farmers are feeling the pinch. 

The worst of the duties are set to pro- 
tect an oligopoly of politically well-con- 
nected soyabean refiners, say poultry- 
raisers. “This does severe damage to the 
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level is "near the bottom." 

Vietnam's export of nearly 2 million 
tonnes last year exacerbated the trend but 
did not cause it entirely. In fact, Vietnam's 
new presence was mitigated by former No. 
3 exporter Pakistan dropping out of the 
market. Indeed, Thai exports rose 18% in 
1992 to 4.5 million tonnes, less than 10% of 
it low-grade rice, whose price Vietnam's 
entry has most affected. 

It is other problems confronting the 
Thai rice machine that spell big changes 
for the industry. The biggest is that labour 
costs have soared as much as 50% in the 
past three years as higher-paying urban 
jobs have shrunk the rural workforce. In 
Chai Nat province, farmers say, workers 
that cost Baht 120 a day in 1990 now cost 
Baht 200 — "if we can find them." In some 
areas the rate tops Baht 250, sharply cutting 
into farmers' profits. That compares with 
the rural minimum wage of Baht 97. 

If Thailand is to remain a major rice ex- 
porter, some significant changes will have 
to take place. Some already are: 
> Mechanisation: use of harvest /thresher 
combines is spreading rapidly in the cen- 
tral plains, having started only a few years 
ago. Combines operate competitively with 
manual-labour rates, and combine opera- 
tors say they are making good money. 
Mechanical planters are still not in use, 
mostly because of the small size — usually 
less than 8 hectares — and fragmented na- 
ture of Thai rice farms. 
> Intensification: Thai rice farms are 
among the world’s least efficient, because 
they have never had to boost yields to meet 
domestic demand. Fertiliser inputs are very 
low. But the challenge here is to boost 


Thai poultry industry,” says one. “Be- 
cause of this you can raise chickens 
cheaper in California than you can in 
Thailand. The chicken industry is a lot 
more important than the soyabean crush- 
ers." 

Increasingly, the poultry industry 
hopes the government is listening, 
though the current political leadership 
has yet to address the problem. CP feed 
expert Phaisan Chongbanyatcharoen says 
there is no question of Thailand's contin- 
ued competitiveness if the policy is set 
right. "If we can import raw ingredients 
freely, we can compete with the others. 
We have skilled labour and value-added 
products." 

It would be a shame, his colleague 
Terdpan adds, to let this business lose 
out: along with the ever-expanding 
Japanese market, Terdpan says, there are 
great opportunities coming in other 
developed Asian countries like Taiwan 
and South Korea, assuming their markets 
ultimately open up. m Paul Handley 
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yields without reducing the quality that 
makes Thai rice so popular. 

> Marketing: competing with exporters 
like Vietnam and the US requires better 
merchandising. Economist Ammar Siam- 
walla cites the success of Jia Ming, whose 
packaging of rice for the Hongkong mar- 
ket (in small plastic bags, rather than hefty 
burlap sacks) has given Thai rice a strong 
position in the colony. 

> Consolidation: farmers who cannot 
afford to mechanise will either switch crops 
or leave farming completely. The latter is 
more likely, leaving other farmers to ex- 
pand their holdings and consolidate land 
— making mechanisation more important. 
This trend is not widespread, but some 
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analysts expect it to create some social tur- 
moil within the farming community. 

Even as the domestic structure changes, 
the international situation is positive. For 
now, Vietnam is considered unable to ex- 
port much more than 2 million tonnes a 
year, and analysts expect a supply-demand 
balance in the market, suggesting that 
prices will not fall much further, if at all. 

Second, shipments from the US, the No. 
2 exporter, should fall if President Bill Clin- 
ton follows through with proposed sub- 
sidy cuts. 

Third, most analysts say it is inevitable 
that Japan, Taiwan and South Korea will 
open their markets to rice imports. In all 
three countries consumers prefer a rice 
stickier and shorter-grained than what 
Thais produce. But Thailand is already ex- 
perimenting to produce Japanese-style rice, 
as is the US. Whoever gets to supply the 
Japanese market, it will benefit all export- 
ers. 

With the changes in the sector already 
happening, notably without government 
involvement, Ammar is sanguine about the 
future. “It depends on our ability to mecha- 
nise,” he says. “But I expect us to be export- 
ing rice for a long time.” ^ m Paul Handley 
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Processed 
Profits 


Thai firms stake claims 
to a huge market 


hen Watanabe-san of Osaka goes 
out for a few beers after work 
with his fellow salarymen, he 
likes to pick at a plate of lightly blanched 
soyabeans, perhaps waxing poetically 
about how fresh this Japanese specialty is. 

Fresh, but not Japanese: Watanabe-san's 
beans come from Thailand's northern capi- 
tal of Chiangmai, a fact which in some 
ways spells the future of not only Japanese, 
but Taiwanese, South Korean and Singa- 
porean eating habits. These countries are 
going to consume increasingly more proc- 
essed foods from abroad, and Thai compa- 
nies are already staking claims to this huge 
market. 

One of them is Chiangmai Frozen 
Foods, a Thai-Japanese-Taiwanese joint 
venture on the outskirts of the city. 

Recently listed on the Stock Exchange 
of Thailand, Chiangmai Frozen Foods is a 
small firm, expecting sales of US$14 mil- 
lion a year. But as a producer of "further- 
processed" foods for export, it is in the van- 
guard of Thai agribusiness. Eyeing the 
same markets from the other end of the 
spectrum is Thailand's agribusiness giant, 
the Charoen Pokphand (CP) group. 

Further processing means producing 
foods that require little preparation by the 

consumer. For CP that entails boiling, 
steaming, roasting and frying farm-raised 
chicken and shrimp, adding sauces and fla- 
vourings, then freezing the product for ex- 
port. In the kitchens of Asia's advanced 
countries of Japan, Taiwan, Singapore, 
South Korea and Hongkong, consumers in 
a rush will toss them in a saucepan, on a 
grill, or into a microwave oven, for a cou- 
ple of minutes of reheating before eating. 

Both cp and Chiangmai Frozen Foods 
are in the same game: trying to get more 

value-added out of traditional export prod- 

ucts, as competitors — mainly China — 
make inroads into Thai export markets and 
rising labour costs cut profit margins. 

CP is the leader. It started the frozen- 
chicken export industry, spawning dozens 
of Thai imitators, and has been working on 
further-processed foods for six years. It 
dominates further-processed exports to Ja- 
pan, which itself supplies 95% of the multi- 
billion dollar market. 

The move to further-processed foods 
was a natural one, says CP Food Products 
general manager Wisade Wisidwinyoo. 
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Whereas CP once sold deboned chicken to 
Japan for reprocessing into skewers of 
yakitori or karaage nuggets, it now under- 
takes those steps itself, some in a recent 
joint venture with Japan's Takeda group. 

Chiangmai Frozen Foods developed on 
a similar basis, tying up with Taiwan's Tai 
Yao Co., which was looking offshore for a 
cheaper source of frozen food. 

Aside from a greater range of products, 
Thai exporters also need new markets. 
Chiangmai Frozen Foods has already made 
small shipments to Singapore and Taiwan, 
and is test-marketing products in Europe. 

CP is looking beyond Japan, exporting 
prepared fish to Singapore, and spring 
rolls, prawns and dim sum to Singapore, 
Hongkong and Taiwan. It hopes to export 
further-processed chicken to the EC and 
pre-roasted chicken to the Middle East. 

Thailand's advantages in these busi- 





Getting it ready for Japan's markets. 


nesses include reasonably developed oper- 
ating and transport infrastructure, both of 
which, says Chiangmai Frozen Food assist- 
ant managing director Prapas Pholpi- 
pattanaphong, are much cheaper than in 
China, the main competitor. Thailand also 
enjoys a generous supply of university- 
trained food scientists, says CP’s Korsak. 

But the main advantage is still labour. 
CP's Wisade says Japanese consumers in- 
sist on hand-prepared foods, rather than 
the machine-processed chicken and shrimp 
that US producers offer. But this raises the 
question of how long Thai food exporters 
can remain in front of countries like China, 
whose labour costs are much lower than 
the Thai minimum of US$4 a day. 

Perhaps indefinitely, says a confident 
Prapas, who recently visited his competi- 
tors on China's east coast: "They sell the 
cheap things. We sell the quality." 

m Paul Handley 
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been trading interbank curreniecs, it has 
achieved a compound annual return of 19.8% 
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bond and futures indices. MGC 2001 will use an 
improved version of this trading system, with 
the aim of producing even higher returns, 
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business leaders and affluent consumers. 


Now you can enhance your advertising campaign in the Review 
with a multilingual reach into any of six key markets — and earn 


free bonus pages when you do. 


Only one magazine in each country has been selected for its ability 
to extend on the Review's reach into the rich pool of local leaders. 


"Asia As You Like It" is innovative as a marketing strategy 
because it provides you the most attractive benefits of both 
international and local media. And, with effective discounts starting 
at 12.5%, it's a resourceful media plan tailor-made for the 90's. 


Until Asia speaks a common language, "Asia As You Like It" is 
the most intelligent method yet devised for you to communicate. 


For information call the Far Eastern Economic Review's 
Tom Harter at (852) 508 4461 or fax (852) 503 1537. 





Money & Banking 
Thailand 











‘HATCHING IN THE 
OF THE CHICKEN 





CONSULT THE MONKEY 


n understanding of events and developments during the 
year of the monkey (1992) will provide a winning edge 
for those seeking success in Asia during the year of 
the chicken (1993). Business, financial and political 
outlooks have altered in the wake of dramatic changes sweeping 
through the region. Accurate information 
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Eastern Economic Reviews Asia Yearbook for vital 
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Back to Business 


India’s —À( banks clean up their books 


round the headquarters of India's 
A banks, gloom is settling as account- 

ants and auditors prepare results for 
the financial vear that ended in March. At 
the Reserve Bank of India, the central bank, 
. Governor C. Rangarajan sums it up: “Prof- 
-its will be down.” 

Bank profitability has been hit from all 
directions. A two-year credit squeeze has 
-kept minimum commercial lending rates 
ata high 17%, which will hit the "interest" 
part of income. Last year's bond-trading 
scam, which has so far revealed Rs 402 
billion (US$1.3 billion) in problem exposure 
by local and foreign banks, led to the shut- 
down of gilt securities trading while the 
Reserve Bank gets its public-debt office 
computerised. The stockmarket began the 
year high and ended it low, so bank in- 
vestment portfolios will have been written 
down. This will cramp the "other income" 
part of earnings, the fastest-growing sector 
in 1991-92. 

But for the 28 public-sector banks, 
which dominate commercial banking, the 
biggest slug has been a Reserve Bank order 
to apply strict objective standards to their 
loan books. Rangarajan is adamant that the 
banks will have to stick to new prudential 
norms covering income recognition, classi- 
fying loans into good and bad, and mak- 
ing provision for bad debts. India is keen 
that its banks quickly meet the capital-ad- 
equacy standards set by the Bank for Inter- 
national Settlements. These require capital 
equal to 8% of risk-weighted assets. 

The path to sound banking, however, is 
likely to be a tortuous one, both for the 
banks themselves and for the government, 
which cannot afford a sweeping bailout. 
The banks are swamped with bad loans 
often extended on shaky, politicised lend- 
ing criteria, and they are unaccustomed to 
rigid accounting standards. 

Under the Reserve Bank order, how- 
ever, government banks for the first time 
in more than 20 years must come clean in 
their annual results about non-performing 
loans. For example, banks will no longer 
be able to accrue interest not paid by the 
borrower. If interest cannot be collected 
within one month of falling due, the ac- 
count is called non-performing and banks 
must make provisions for it. Banks will not 
be able to apply subjective criteria, which 
in the past have often involved excusing 
defaults because of the borrower's social 
status or political connections. 

The public-sector banks, nationalised at 
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various times up to 1980, have been the 
most subject to political direction in their 
lending and have the most dark secrets in 
their loan books. "We are talking about a 
20-year, 30-year rot here," says one senior 
official involved in bank reform. 

In his budget speech in February, Fi- 
nance Minister Manmohan Singh said 
problem assets, or unrecoverable loans, for 
these banks totalled about Rs 100 billion. 
some banking analysts think the real fig- 
ures may be two or three times higher, but 
even the lower figure is very high in the 
Indian context, equivalent to about 1.5% of 
GDP. It is more than twice the total capitali- 
sation of the 28 banks (Rs 39 billion in 
March 1992, augmented by a Rs 7 billion 
capital injection by the government over 
the 1992-93 fiscal year). 

One problem yet to be exposed is that 
most of the Indian banks already operat- 
ing abroad are understood to have huge 
losses from foreign lending, particularly 
from property loans in London. 

Meanwhile, the government, which is 
trying to keep its own deficit below 5% of 
GDP, cannot instantly recapitalise the banks 
it owns. The banks cannot provision all the 
bad loans at once, and increase their capi- 
tal to 8% of assets at the same time. 

The chosen strategy is one used by sev- 
eral Latin American countries in the 1980s. 


New Delhi will replace the banks' bad debt 


Not By Loans Alone 


Total income 
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with good debt owed TE the government. 
To start with, the government will issue 
public-sector banks Rs 57 billion in bond 
over 1993-94, These will be illiquid. as 
they cannot be sold. But the governi 
will pay interest on the bonds, proba 
very high rate, and liquidate them 
several vears (the terms are still being : 
cussed within the central bank and th 
Ministry of Finance). Essentially, this is 
deficit- -financing, but the IMF has appar- 
ently agreed to let New Delhi keep it off its 
budget balance-sheet. 

Because of the sums involved, the gov-. 
ernment banks will be required to make 
provisions for only half their bad debts in 
the 1992-93 accounts, while the rest will be 
written off by March 1996. But the Reserve 
Bank will force a faster pace for banks with» P. 
branches overseas. They have to attain the 
8% capital-adequacy target as soon as pos- p 
sible and not later than March next year... 
The other banks are to achieve 4% on their. 
1992-93 balance sheet, and 8% by March =- 
1996. E 
Selected banks will be allowed to go to p 
the capital markets once their balance . 
sheets have been cleared up, floating close. 
to 50% of equity. "Four or five banks even 
with their present balance sheets may be. __ 
able to go to the market to raise funds" — 
Rangarajan said in an interview with the __ 
REVIEW. "Once this is done it may be possi- | 
ble for more banks to go. E 

The first will undoubtedly be the State. 
Bank of India (SB), the biggest public-sec- — 
tor bank and generally the most highly — 
rated for management and asset quality. — 
The others Rangarajan probably has in 
mind are the next-strongest among the. 
government banks — Punjab National  . 
Bank, Bank of Baroda and Canara Bank — 





























but, unlike sbi, floating their shares will b D 


quire amendments to law. Cu 

Because the banks will retain their ex- 
isting structures and government-owned. 
character, some analysts worry that the. 
new capital could be wasted by poor deci- - 
sion-making. But Rangarajan said reforms 
would steadily make the banks more re- 
sponsive to commercial pressures. — . 

The Reserve Bank is tackling financia 
sector reform on several other fronts. ` 
tandem with the reduced fiscal deficit, tl 

"pre-emption" of funds through statutory 
reserve ratios will be cut back. Cros 
subsidisation among borrowers through 
differential interest rates is being reduced, 
and deposit rates liberalised. 

The government has also shown that it 
is ready to allow sizeable private-sector 
competition with the state banks: it will’ 
cense new private banks with a minimum 
capital of Rs 1 billion, which on an 8% cap 
tal base should allow advances of up to Rs 
12.5 billion. Rangarajan said the Reserve - 
Bank had so far received "10-15" proposals . 
from public financial institutions, industrial 
houses and urban cooperative banks. w - 

















st 











POLICIES 


Uncharted 
Course 


. South Korea's five-year 
plan lacks timetable 


l : By ed Paisley i n » Seoul Ce ee a ee 


un | hen is a plan nota 1 pla n? In South 
| 9 Korea, when it is the kind of draft 


five-year economic plan that the 
government announced on 20 April. 
Policymakers say the draft plan is a road 
map to reform in the next five years. But 
the legend for this map lacks a key ele- 
ment: the speed under which the reforms 
will be implemented. 

Without such a timetable, South Korea's 
entrenched bureaucracy may 
be able to find the latitude to 
block any meaningful efforts to 
. liberate the economy from the 
straight-jacket of government 
micro-management. 

Still, policymakers are tout- 
-img the draft plan as evidence 
of President Kim Young Sam's 
commitment to economic re- 
form. All reforms, says Direc- 
tor-General Chang Seung Woo 
of the Economic Planning 
Board, will be completed by the 
end of Kim's term in 1997. He 
says the president's political 
and social reforms are making 
economic reforms "more immi- 
nent in the coming months." 

Adds an official close to 
Kim's economic-advisory team: 
“The bureaucracy cannot object 
to the tide of reform because 
the president demands change 
from government officials with 

the support of 90% of the peo- 
= ple” 

The 138-page draft plan 
calls for the implementation of 
far-reaching tax, financial, monetary and 
administrative reforms that would signifi- 





.. cantly reduce the government's role in the 
— economy. The draft also has numerous di- 


- rectives for bureaucrats to lighten the regu- 


~~ latory burden of businesses and the Minis- 
try of Finance’s stranglehold on the domes- 
< tic financial system. But dates for imple- 
<o mentation are rare. 


Moreover, the draft plan is packed with 


- spending and production targets for the 
— private sector and with "voluntary" limits 


on business expansion plans. 
l For example, family-owned conglomer- 
-ates eventually will no longer be subject to 


can enter. Rather, a strengthened Fair 
Trade Commission will deal with anti-trust 
complaints against them. But a variety of - 
limits to which conglomerates will be ex- 
pected to adhere are listed later, such as 
the kinds of industries they are to special- | 
ise in. 


The plan is also not shy about telling - | 


_IMF may resume lending 


big business what kind of products it | 
should develop or the kind of management | 


. to Mongolia 


reforms it should implement. Small busi- 2 


nesses receive plenty of advice, too. 


There is evidence, however, that the E 


Kim administration does mean to liberal- 
ise. The draft plan says the so-called sec- 


ond stage of interest-rate liberalisation will | 
be implemented in 1993. Privately, finan- | 


cial bureaucrats say the original target date 
of 1 July will be honoured. 


mercial banks’ lending rates and 30% of 
their deposit rates, according to brokerage 
Barclays de Zoete Wedd. Non-bank finan- 





completely liberalised, alongside 65% of 
their deposit rates. This would represent a 
major step forward in rationalising South 
Korea's stunted financial system. Customs 
reforms have been given a similar time- 


table. 
cal reforms will soon boast specific imple- 
mentation schedules. He says the imple- 


mentation dates for these measures will be 
in place by the end of June. If enough of 


deed have a fighting chance against the 
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restrictions on ithe kind. of businesses they CAFD 


Brand New 
Start 


a . gainst the odds and most expecta- 
tions, Mongolia's economy has 


emerged from its bitter winter 


| largely intact. Spring looks even more 
| promising. 
The move would liberalise 75% of com- | 


Much of the credit goes to February's 


. unseasonably warm weather, which re- 
. lieved the pressure on the country’s critical 
_ energy sector just as coal stocks were down 
cial institutions’ lending rates would be - 


Pocketful of Promises 


to only a few hours’ reserves. 
But analysts say the government can 
take some of the credit, pointing to its 


diligent efforts to avoid the hyper-infla- 
, tion i that looked likely last August. The IMF 
| at the time halted disbursement of its 
| standby facility following repeated 
l breaches of loan conditions. That move, 
_ which also blocked approval of World 
. Bank and Asian Development Fund loans, 
| tied up more than US$70 million in much- 
. needed aid. 


Seven months of mostly tight monetary 


. policies have now put Mongolia back in 
_ the IMF's good graces. A recent IMF mission 
: found that Mongolia had met all but one 


of its interim targets, opening the way for 
the signing in June of a three-vear loan 
totalling about US$30.8 million. "It's the 
first step to regaining credibility with the 
people who count," says one foreign 
economist. 

However, more work is needed before 
the agreement is sealed. Among other 
things, Mongolia has promised to float 
its currency, the tugrik, ahead of the IMF 
board meeting in June. The current official 
rate of Tugrik 150 to the US dollar is to 


_ disappear, with the tugrik expected to fall 
. close to the blackmarket rate of about 400 
. to the dollar. Although much of the trad- 
| ing sector already operates at the black- 
_ market rate, fuel prices are among those 
_ certain to rise. Inflation, still running at 
| about 10% a month, will receive at least a 
. temporary jolt. 

One government official says other criti- - 


After June, the loan requires the Mon- 


| golian authorities to meet more than finan- 
. cial targets. They have promised to: 

| & Remove remaining restrictions on for- 
| eign trade affecting fuel, meat and agricul- 
these reforms are initiated during Kim's | 
honeymoon period, the president may in- - 


ture. 
> Break up the system of "debt triangles" 


_ between domestic enterprises. 
bureaucracy. "E 


> End food rationing by the end of the 
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-- year. oed 
c Speed up the privatisation programme, 






à delays. 


 honperforming loans in the banking sys- 


e tem. — believed by some to amount to 2 


2 about 20% 


| "We have not ended today's emer- | 
| gency, but we realise the aid support will - 
- not last forever, so we must prepare to | 
| growth for the year ending on 30 June. 


stand on our own feet,” 
of Finance official. 


says one Ministry 


The IMF feels Mongolia is making | 
| "tu rning | 
. around," says the IMF representative in | 
< Mongolia, Wilhelm Nahr. "The trough - 
_ eign reserves are above US$2 billion, equal 
1.5-2.3% this year. While an eco- - 


= progress. The economy is 


-.will be in 1993.” Nahr predicts GDP will 
-slide by 1 
“nomic contraction like that will be painful, 
~. it does represent an improvement follow- 
ing drops in GDP of 8.5% in 1992 and 10% 
in 199]. 


Even so, political support for the struc- - 
tural reforms is far from assured. Although | 
the government of Prime Minister E 
Puntsagiyn Jasrai backs the free-market | 
changes, some policies will require the sup- | 


port of the conservative parliament. 


June's presidential poll may throw up | 


another political obstacle if the hardliner, 


Lodongiyn Tudev, wins a majority of the | 
vote. By contrast, a victory by the incum- | 


bent, Punsalmaagiyn Ochirbat — one of 
the strongest advocates of the private sec- 
tor's role in the economy — would boost 
the chances of the IMF programme being 
implemented. Ochirbat has done such 
things as vetoing tax legislation that he 
considered anti-free market. 

Whatever happens on the political front, 
Mongolians will have to worry about the 
economy and the havoc wreaked by the 
weather. Heavy snowfalls in three western 
provinces last month have caused the star- 


vation of hundreds of thousands of live- - 
stock, dumping an unanticipated burden - 
on the state budget. Food stocks are al- - 


ready low because of the poor harvest in 


1992, and this year’s crop will be little | 
, the 5% growth forecast, and expects the 
. rate to be maintained next year. But this is 


better. 


The vital energy sector, too, remains 


under strain. A dearth of spare parts has - 
put six of the ei ght boilers out of action at — 
s main power plant. The suc- | 
[ds urgently required to achieve sustained 


the country's 
cess of maintenance there and at the key 


coal mines will determine whether Mon- | 
golia has any chance of getting through - 


next winter. 
In addition, aid flows may have peaked. 


Local aid officials say Mongolia's best - 
chance of new pledges this year will come | 
at an informal donors’ meeting tentatively - 
planned for Washington in June. A larger \ 
| pledged US$2.2 billion, but disbursements 
_ are likely to total only US$1.8 billion by 


gathering has been postponed because the 
attention of Mongolia’s biggest donor, Ja- 


pan, remains focused on July’s G7 meeting | 
án e E 





"now bogged down largely by bureaucratic | 


> Phase out state-directed credits and im- 
' prove the identification and handling of - 
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Hesitant Progress - 


| T hanks largely to a bumper harvest 


of Aman rice, the most important of 
its three rice crops, Bangladesh is 
likely to achieve its target of 5% real GDP 


Other macroeconomic indicators are 
also positive. The Finance Ministry and 
World Bank expect the current-account 
deficit to fall to around 3% of GDP by June, 
compared with 7% two years earlier. For- 


to about six months" imports; the govern- 


, ment's budget deficit is shrinking; and in- 
. flation is down to 4% and expected to re- 
, main low. With tax revenues rising, the 
| government, meanwhile, expects to in- 
crease the domestic contribution to its an- 


nual development programme to 28% from 
. 2455 last year. 


The Asian Development Bank endorses 


still below the 5.5% threshold that Bangla- 
desh must cross to relieve its widespread 
poverty. "An accelerated pace of reforms 


growth together with poverty alleviation," 
the bank savs. 


Bangladesh’s progress on reform is 


likely to be uppermost in delegates' minds 


when the country's aid donors meet in 
Paris on 27 April. There is growing frustra- 
tion that Dhaka has been unable to mobi- 
lise resources fully. A year ago, donors 


June, and more than US$5 billion of aid is 
backed up in the pipeline. As a result, this 
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year's pledges are likely to be lower 

Dhaka continually reaffirms its comi 
ment to making the structural changes 
needed to ignite growth. “The g government: 
has attached top priority to privatisation 
and private-sector development,” Prime. 
Minister Khaleda Zia told a meeting of the 
Bangladesh-Japan Economic Commission. 
on 5 April. But in Bangladesh, these things . 
are easier said than done. m 

Privatisation is obstructed by both the — 
bureaucracy and labour unions, and so far 
no units have been sold. The private sec- 
tor, meanwhile, struggles beneath a host of « 
burdens: weak demand, the free flow of ~~ 
smuggled goods from India (roughly dou- 
ble official imports), tariff anomalies, = 
strikes and frequent power failures. While 
agriculture, which comprises 38% of GDP; =- 
has held up well, industry — 17% — con- 
tinues to disappoint. us 

Industrial output grew by only about — 
8% in the six months to December. This is E 
despite the efforts of Finance Minister 
Saifur Rahman to stimulate investment. - 
through monetary measures. The bank rate... 
was cut to 7% in February from 8.5% last- 
June, though commercial lending rates re- ^. 
main between 10% and 17%, Changes gov-. 
erning letters of credit and working-capital — 
facilities have also been introduced. 

If other indicators are to be believed, 
however, the effects of these moves are. cie 
likely to be small. Although domestic save |. 
ings are rising, bank lending i is shrinking. ^. 
In part, this reflects the banking sectors. 
endemic bad-debt problems. But it also. 
betrays a lack of confidence among inves--. 
tors, caused by the government's hesitant 
approach to economic transition. CUm 

The broad money measure, M2, shrank 
by 1.3% in the first six months, to Taka 282 
billion (US$7.2 billion), though it rose 5; 9 
from a year earlier. 

Private economists say the credibility ot 
the government's business policies is cru- 
cial to establishing the conditions for 
growth. They note that the bureaucracy has 
reduced contacts between Zia and private: 
businessmen to the minimum, while. 
Rahman has little cabinet support for eco- 
nomic reform, other than from the prime 
minister herself. The economists also argue 
that the taka should be devalued to boo 
exports. Currently its value is set by à 
basket mechanism at Taka 38.90 to the US 
dollar. | 

While first-half trade figures have yet to 
be released, analysts expect exports to post 
a 10% year-on-year rise, and imports to | 
climb 14%. m S. Kamaluddin 
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BUSINESS 





INVESTMENT 


Question of Loyalty 


Indonesian capital spending in China sparks controversy 


By Mark Clifford in Jakarta 


debate has flared in Indonesia about 

the sensitive issue of the role of the 

ethnic-Chinese business community 
and where its loyalties lie, after two senior 
government officials made a series of am- 
biguous remarks on the subject. 

One of the officials was the State Minis- 
ter for Investment Promotion, Sanyoto 
Sastrowardoyo, who emerged from a meet- 
ing with President Suharto on 31 March 
and expressed concern to local reporters 
that investment in China was siphoning 
money from Indonesia. Sanyoto also re- 
portedly said that the gov ernment would 
try to track overseas funds held by In- 
donesian businesses, a step that 
would appear to be at odds with the 
country’s unrestrictive currency re- 
gime. 

Shortly after those remarks were 
published in the press, Indonesia's 
ambassador to China, Abdurrachman 
Gunadirdja, told reporters in Peking 
that Indonesian investment in Fujian 
province last year totalled USS800 
million. Although he did not criticise 
the investment, some newspaper 
commentators in Jakarta saw it as evi- 
dence of capital flight. 

These statements have sparked a 
spirited discussion about the continu- 
ing predominance of ethnic Chinese 
in business. It is a subject that is one of 
Indonesia’s most volatile and intractable 
problems, but is becoming more charged 
as the Suharto era draws to a close. 

“Chinese businessmen are cronies,” 
says Umar Juoro, a researcher with the pri- 
vately financed Society for Political and 
Economic Studies. “Most of their busi- 
nesses are not competitive. They take ad- 
vantage of licences. Once they get a lot of 
money, they do not do what we expect — 
invest in employment, in technology, in 
what is good for the nation.” This view 
obscures the positive role that Chinese 
businesses have played in stimulating eco- 
nomic growth, but it is widely held in In- 
donesia. 

Even people who are supportive of Chi- 
nese businesses feel that they have a duty 
to repay Indonesia in some sense. “They 
owe the country something,” says Moham- 
mad Sadli, a former economic adviser to 
Suharto. “They are obligated to recipro- 
cate” the help they received. 

Critics in many countries other than In- 
donesia have voiced these sorts of com- 
plaints about big business. But the racial 
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element makes the problem particularly 
delicate in Indonesia. 

Tens of thousands of ethnic Chinese 
were killed in the aftermath of the 1965 
coup attempt which paved the way for 
Suharto’s accession to the presidency. Since 
then, their disproportionate share of na- 
tional wealth has sparked criticism from 
time to time. In 1990, Suharto called on 
Chinese businessmen to sell up to 25% of 
the shares in their companies to employees 
and associated cooperatives. And last year, 
managers at the ethnic Chinese-owned 
Indah Kiat paper mill, which is part of the 
Sinar Mas group, had to send back to 
China 700 workers it had hired. 





Tycoon Liem Sioe Liong with Suharto. 


Ethnic Chinese have been investing 
overseas for several years, partly as a way 
of diversifying risk and partly because of 
limited opportunities in Indonesia. The 
Salim group has built up extensive inter- 
ests in patriarch Liem Sioe Liong’s boom- 
ing home province of Fujian. The Sinar 
Mas group is planning to build a paper 
mill in Zhejiang province. Mochtar Riady’s 
Lippo Group has financed major infra- 
structure and property projects in Fujian. 

All the groups have tried to finance 
their investments in China from outside 
Indonesia to avoid charges of capital flight. 
The Indonesian Government understands 
“that we are creating a market for Indone- 
sia in China,” says Sinar Mas group man- 
aging director Augustus Nilo. But the fact 
that so much of the investments are made 
in Fujian, where much of Indonesia’s eth- 
nic-Chinese community has its roots, fuels 
suspicion that this has more to do with pat- 
rimony than profit. 

“The question is,” says Sadli, “is this a 
normal profit-seeking operation or is it that 
they feel they have certain obligations to 
the motherland?” If the investments reflect 
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a continuing blood-tie with China, he says, 
“then it becomes political.” 

Most Indonesians, says economist Kwik 
Kian Gie, have a view of Chinese business- 
men that ranges between “resentment and 
hate.” Kwik, who heads the privately fi- 
nanced Indonesian Institute of Business, 
adds that many Indonesians “see this in- 
vestment in China as proof that despite so 
many years of indoctrination in [the na- 
tional creed of] pancasila, so much improve- 
ment in their sense of belonging to Indone- 
sia, that when the time comes they don’t 
belong to Indonesia, they belong to China.” 

The remarks about the Chinese partly 
reflect fears that Indonesia is losing out in 
the regional race for foreign investment. 
Hadi Soesastro, executive director of the 
Centre for Strategic and International Stud- 
ies, says that the concern with overseas in- 
vestment reflects “nervousness” on the 
part of the government about attracting 
both foreign and domestic investors. 
Investment approvals for foreign invest- 

ment totalled a record US$10.3 billion 
last year, 17% higher than in 1991. But 
domestic investment approvals 
dropped 31% to US$14.2 billion in 
1992. 

More broadly, the talk about in- 
vestment in China obscures the ques- 
tion of whether Suharto is aiming to 
redirect the economy. A March cabi- 
net shake-up has sparked fears that 
economic policy is likely to become 
more inward-looking and more popu- 
list. Long-serving ministers in key eco- 
nomic posts were replaced by less ex- 
perienced ministers, many of whom 
have advocated more interventionist 
policies. 

Ambiguous pronouncements on 
economic policy from the new cabinet have 
added to uncertainty. “There has been no 
clear statement on the part of the govern- 
ment,” says Soesastro. “My worry is that 
the competition for domestic and foreign 
capital may be too excessive in this part of 
the world.” 

A source close to Indonesia's financial 
authorities says that Sanyoto's call to moni- 
tor overseas investments has since been 
dropped and that macroeconomic policies 
will continue to be designed to attract capi- 
tal. But the conflicting signals have done 
nothing to win over the Chinese business 
community. 

"This is the weakest cabinet we have 
had since the Suharto regime" came to 
power, says a prominent member of the 
Chinese business community in Jakarta. 
Although this businessman has not in- 
vested in China, he is also postponing mak- 
ing new investments at home. "Most of the 
business community in Indonesia has a 
wait-and-see attitude for at least the next 
six months to one vear until we know ex- 
actly what direction" policy will take, he 
says. E 
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JAPAN 
Toyota-GM Agreement 


Toyota Motor has agreed to 
import 20,000 General Motors 
cars a year for sale in Japan, 
the two companies said on 15 
April. The mid-size, right-hand 
drive vehicles, to be imported 
under the Toyota marque, will 
be jointly manufactured in the 
US. During president George 
Bush’s visit to Tokyo in 1992, 
Japan's top five auto makers 
agreed to sell 20,000 US-made 
vehicles a year. 


Sega vs Nintendo 


Video-game maker Sega 
Enterprises said on 14 April it 
is setting up a 50:50 venture 
with Time Warner 
Entertainment Inc. and Tele- 
communications Inc., both of 
the US, to offer video games 
through their cable networks. 
The move to set up the “Sega 
Channel” some time this 
summer is expected to erode 
Nintendo Corp.’s dominance 
of the US$3.5 billion US video- 
game market. 


PHILIPPINES 
IMF Talks Start 


Government officials started a 
second round of negotiations 
with the IMF on 19 April for a 
USS600 million, two- to three- 
year credit facility to replace 
one that expired in March. 
Manila hopes to secure the 
credit by June, because it 
needs the IMF's "seal of good 
housekeeping" before it can 
restructure about US$1.2 
billion in official development 
loans that fall due in the 
second half of the year. 


San Miguel Upset 


The Ramos administration 
tightened its hold on beer- 
based conglomerate San 
Miguel at its 20 April 
stockholders' meeting. Nine 
government nominees were 
voted on to the 15-man board, 
while former chairman 
Eduardo Cojuangco, an ally of 
late president Ferdinand 
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Toyota Motor agrees to lend a hand to General Motors. 


Marcos, lost his last remaining 
seat. A Supreme Court order 
issued on 14 April barred 
Cojuangco from voting 
sequestered shares in the 
company. 





VIETNAM 

Cathay Wins Licence 
Taiwan's Cathay Investment & 
Trust Co. has been licensed to 
open a bank branch in Hanoi. 
Cathay is owned by Ching 
Fong Investment, the largest 
foreign investor in Vietnam. 
The licence follows Taiwan's 
decision to grant Vietnam a 
US$15 million low-interest 
loan to finance small and 
medium-sized enterprises. 





CHINA 
Forex Intervention 


The central bank, publishing 
rules for the foreign-exchange 
swap market, said it reserves 
the right to intervene to 
prevent extreme fluctuations in 
exchange rates. The markets 
were set up to allow Sino- 
foreign joint ventures to swap 
renminbi profits into hard 
currency. 


Peking Buys US Cars 


A high-profile buying mission 
to the US ordered US$160 
million in cars and trucks from 
Detroit's Big Three auto 


makers. The deal is China's 
latest effort to convince 
Washington to extend its most 
favoured nation trade status. 
In early April, Peking ordered 
USS800 million of Boeing 
aircraft. Analysts say the auto 
purchase will do little to dent 
China's US$1.2 billion trade 
surplus with the US. 
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MALAYSIA 
Hicom Privatises 


Hicom, a state-owned heavy 
industrial consortium, said on 
16 April it will use a local 
company — New Serendah 
Rubber — as a vehicle by 
which to list on the Kuala 
Lumpur Stock Exchange. New 
Serendah will acquire Hicom's 
entire paid-up capital for 
M$2.1 billion (US$800 million). 
Among Hicom's 13 
subsidiaries and 25 affiliates is 
Perusahaan Otomobil 
Nasional, maker of the Proton 
national car. 


TAIWAN 

Aerospace Loans 

Taiwan Aerospace Corp. is 
seeking financial backing 
from a consortium of banks 
for USSS00 million over the 
next two years, the 
Commercial Times reported. 
Taiwan's central bank leads 
the consortium. The funds 
would be used in the 
company’s joint ventures with 
British Aerospace, set up last 
vear. 


INDONESIA 


Hughes' Palapa Deal 


Hughes Aircraft Co. of the US 
signed a US$128 million 
contract on 15 April to build 
two Palapa C satellites for 
Satelit Palapa Indonesia. They 
are due to be completed by 
1995 and 1996, 


Summa’s Stake Sold 
Newspaper publisher Jawa 
Pos will take over Bank 
Summa's stake in Nusumma 
Utama, a three-year-old 
venture between the now- 
defunct bank and the 
Nadlatul Ulama, Indonesia's 
largest Muslim organisation, 
to operate secondary banks 
in East Java. Bank Summa, 
liquidated in December, 
held a Rps 600 million 
(US$290,000) stake in the 
venture. 
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SINGAPORE 


Prodigal Return — 






te pears to be on the brink of welcoming 
Oei Hong Leong back home. Oei's Hong- 

ong-listed China Strategic Investment is 
ling two of the Chinese companies in its 
large collection to Causeway Investment, a 
mall supplier of industrial gas and weld- 
»quipment that is quoted in Singapore. 

By taking Causeway shares in exchange for 
the assets, Oei will gain a 31% stake in the 
igapore company. 

By the time he rather unceremoniously 
ft Singapore for Hongkong in early 1991, 

e [was not held in dup) high es- 















mpany, United Industrial Corp., regis- 
ed a an performance the ee 





ing the ee stockmarket. 
— Since then, Oei, whose father controls 
x ' Indonesia's s Sinar Mas group, has been 
v. focusing his attention on China. Oei has 
« always had a reputation as an aggressive 
. asset trader and has become ever hungrier 
since he began prowling around China. He 
* has used connections nurtured since his 
early days in China 20 years ago to secure 
- deals that nobody else would attempt. 
«While others have been buying up stakes 
«. in companies, Oei has been buying pi 
-> whole communities in a single swoop; 40 
| companies in Qanzhou, Fujian province, 
and over 100 in Dalian in the north. 
Qe has structured the financing of these 
:: bold acquisitions conservatively, however. 
.He puts down minimal amounts initially, 
rip-feeds the rest over several years, and 
what he does pay is in (depreciating) ren- 
minbi. He secured the Dalian transaction 
with an outlay of only Rmb 4 million 
US$700,000). Companies which are pro- 
itable can be kept operating; those which 
re not can be sold to overseas companies 
h the expertise to restructure them, or 
ii ply moved and the site they had occu- 
vied redeveloped. Following a series of eq- 
‘issues, rights offers and property sales, 
Oei can easily cover the cost of acquisitions; 
company has virtually no debt. 
he Hongkong market is hardly as 
tical of the new arrival as the Singa- 
.authorities. Between the first set of 
acquisitions last July and the second 
of purchases in March, China Strate- 
s share price almost doubled to HK$8 
dit 03). The stock closed at HK$7.05 on 




































| To. some, though, Oei's activities seem 
purely opportunistic, “We are Sus waiting 


S ingapore is in a forgiving mode; it ap- - 


~ On the Up 


China Strategic 
Investment's 
share price 


to see [what kind of recurrent] earnings he 
can generate from all these assets," ex- 
plains one Hongkong- -based analyst. “His 
overall strategy isn't clear." 

Nor is it certain that the Singapore Stock 
Exchange will approve this latest manoeu- 
vre, though the chances are that it will do 
so. It has become official Singapore policy 
to invest more in the region, especially in 
China. The city is also encouraging Chi- 
nese big far to cong Hsting € on a 


But to do business the Chinese way is not 
something Singapore companies feel com- 
fortable with. 

“They aren't good at getting their hands 
dirty, but now they want those who can," 
says one merchant banker resident on the 
island. "And they know they were late- 
comers in the China boom. They need en- 
trepreneurs like Oei." 

With a new vehicle and a rapproche- 
ment with the Singapore Government, 
who knows how much money may be 
forthcoming this time around? 

w Henny Sender 


JAKARTA 
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New Broom 


he appointment of Bacelius Ruru as the 

head of Indonesia's Capital Market 
Supervisory Agency (Bapepam) has been 
applauded in Jakarta. Brokers expect that 
Ruru, an attorney and, most recently, 
Finance Ministry spokesman, will receive 
strong backing from his minister, Mar'ie 
Muhammad. And they hope to see a firmer 
commitment to improving the regulatory 
structure of Jakarta's often-troubled stock 
exchange. 
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sources of cash. 


Ruru's appointment came shortly after 


the discovery of fake share certificates on 


the exchange. The fake scrip cost brokers 
some US$5 million. Although the amount 
of money was not particularly large, the 
incident pointed up the fact that the bourse 
is a rather amateur affair, prone to acci- 
dents of just this sort. The alleged forgers 
are said to have escaped to Hongkong. 

Moreover, the forgeries were so con- 
vincing that it was only after a foreign bro- 
ker noticed that the numbers were identi- 
cal to some share certificates it previously 
had registered for another client that the 
scam unravelled. 

Another worry is that no one knows 
how much more fake paper is floating 
around. Although most brokers think that 
it is not much, this sort of uncertainty does 
not bode well for confidence in a market 
where foreigners account for some 70% of 
trading. 

Calls for scripless trading were heard 
in the wake of the scam. But technology 
will not offer a cheap solution. Singapore 
has offered to provide Jakarta with the 
framework of a scripless trading system, 
but brokers say that converting it for use 
in Indonesia would cost US$20-30 million. 

That is a fistful of change for a market 
whose daily trading volume rarely ex- 
ceeds US$20 million and whose total mar- 
ket capitalisation is only US$19 billion. 
Shares have been in the doldrums since 
mid-1990, when a speculative bubble 
burst. A monetary squeeze since last year 
has done nothing to lift sentiment. 

Fake paper aside, Ruru will have his 
hands full during what is supposed to be 
a five-year term (his predecessor lasted a 
year and a halt). Regulations at the Jakarta 
exchange are capricious, such as the so- 
called Rule 283 which was promulgated 
late last year. The rule was intended to 
safeguard minority interests by prevent- 
ing dilution, but it ended up killing both 
the convertible-bond market and second- 
ary share issues. 

Similarly, a laudable move was intro- 
duced earlier this year to protect minority 
interests by requiring shareholder ap- 
proval before injecting assets from compa- 
nies owned by major shareholders into a 
public company. It has worked less well 
in practice than on paper, as it has proved 
hard to round up proxies of minority 
shareholders. 

The new head of capital markets also 
would do well to pay attention to the bond 
market, which is virtually non-existent. 
With Indonesia’s prime lending rate now 
running at 20%, and banks reluctant to 
lend, companies badly need alternative 
| m Mark Clifford 
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A reflection of our 
continuing optimism. 
From January 2nd, 1993, 
one of the most imposing buildings 
on the Hong Kong skyline is now 
called Peregrine Tower. 

As a leading Asian merchant bank, 
Peregrine has been a major part 
of the financial landscape. 
Now we're part of the 


physical landscape as well. 





Financial Services: 


Corporate Finance, Stock Broking, Direct Investment, Asset Trading, 
FOREX, Commodity Dealing, Investment Management. 





IONG KONG * SHANGHAI * SINGAPORE * PHILIPPINES + THAILAND * INDONESIA * MALAYSIA e KOREA * VIETNAM * AUSTRALIA * LONDON * NEW YORK 
Head Office: 23/F New World Tower, 16-18 Queen's Rd., C., Hong Kong Tel: (852) 825 1888 Fax: (852) 845 9411 






present 





A ia : Iw o sš Adv an c e d Courses” on d oing busines ess in Vi tetany | 
. MANAGING “DOI- MOP: 
A DIALOGUE BETWEEN VIET NAM’S GOVERNMENT AND FOREIGN INVESTORS 
Nguyen Van Ich, Vice-Chairman, 
and 
Ngo Van Diem, Deputy Director, Project Evaluation 
The State Committee for Cooperation and Investment — . 
O Bui Liem, Head of Asian and Pacific Division, T 
Assistant to Vice-Chairman | 

The State Planning Committee 





in a dialogue with: 


e Roussel Vietnam e First Pacific Straits Land * Seanet Pty Ltd * Phillips Fox 
. Vietnam Investment Fund Management Co Ltd * The Saigon Floating Hotel 
* Sly & Weigall/Deacons « Export Development Trading Corp * Banque Nationale de Paris 
* Norfolk Group * Price Waterhouse * Bouygues * SAS Royal Hanoi Hotel 
e Standard Chartered Bank « Baker & McKenzie + Richard Ellis 
¢ The International Burotel Company Ltd * Liang Peddle Thorp i 
__ e United Nations Development Programme + Banque Indosuez + OTC Australia 


| & 2 June, 1993 
Hotel Furama Kempinski 
Hong Kong 


PROFITING THROUGH PROPERTY INVESTMENT IN VIETNAM 


Le Doan Phach, Director, International Cooperation Department 
Ministry of Construction 
and | 
Ngo Van Diem, Deputy Director, Project Evaluation 
The State Committee for Cooperation and Investment 


ow ith Case ANS from the top investors from the property. sector in Vietnam. 


31 May, 1993 
Hotel Furama Kempinski 
Hong Kong 









: . Official Carrier: Official Hotel: - E EE | With the support of: 

a For i information, contact Ms Shawna Stonehouse at Investment Focus Lu 

Tel (852)868-0722 or Fax (852)525- 5196 
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CLASSIFIED ADVERTISEMENTS 


Review 
Classified 
Sections 


| The classifications available 

| in this section are as follows; 
= when booking, please state 
|. your requirements: 


| Appointments 


Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 

Hotels & Accommodation 
Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 
Universities 


To place your 
classified ad, fax: 
Hong Kong (852) 
5031537 or call: 


5084473 
2203720 
32700251 
IHIZI 
3639736 
5703123 
7677390 
8273950 
7856665 
3340008 
5086618 
4192243 


Hong Kong 
Singapore 
Tokyo 
Bangkok 
Sydney 
Jakarta 
Taipei 
Manila 


Seoul 


|. London 
| New York 








| mm 


8 MANAGEMENT 


d Facsimile: (230) 212 9833 
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MAURITIUS 
A SOPHISTICATED 


Enquiries are invited from professional 
practitioners and international 
organisations miterested in Mauritius's 
modern offshore company, trust and 
insurance laws providing a Zero Tax 
regime for: 


I Offshore Banks 
& Banking 


Wi Emp Companies 
Annual Fees USS 250 

Captive insurance B Ship Registration 

B Access to EC and BR Asset Protection 
PTA Trusts 


Bl Fond Management Bl Freeport 
Companies 


B ous 
Companies Annual 
Fees US$ 1,500 


@ Secrecy and 
Confidentiality 
provided by Law 


B Tax Treaty Network with UK India, 
Germany, Malaysia, eic 

Write, fax or telephone 

Sunil Banymandhub Es ACA MS Bass BSc Enpi 

Managing Director for à 

complimentary explanatory memorandum 

or an exploratory discussion. 


INTERNATIONAL 


(MAURITIUS) LIMITED 
Les Cascades Building. 5th Floor, 
Edith Cavell Street, 

Port Louis, 

Republic of Mauritius 

Telephone: (230) 212 9800 


* umm 





For QUALITY response 
... advertise in this 
section 


SAVE OVER 75% ON FAXES NOW! 


Introducing Jetfax 


Plain Paper Faxes on Your Laser Printer 


External Device = Simple Installation | 


i 


For more Information, and Dealer enquiries: 
Telesis Investment Limited E 
6B, Galuxe Building, 8-10 On Lan Street, Central, Hong Kong 
Tel.: (852) 877-1325 Fax: (B52) 526-0747 













> SCHOOLS IN 
_SWITZERLAND 


















NV ET UI CH-1009 Pully-Lausanne 

Pans i i ide T x Eon | (Lake of Geneva} 
Chateau Mont-Choisi 5533 Tel. 021/7288777 

| ! Fax 021/728 88 64 
| INTERNATIONAL BOARDING SCHOOL FOR GIRLS. @ Beautifully situated. Finest facilities 
| for study and residence, tennis court, swimming-pool @ Comprehensive academic program in small 
| classes @ intensive French and English. Language lab. @ Full American Program. Grades 9-12. CEEB, 
TOEFL, AP, PG year. @ Secretarial and commercial courses. Computer science @ Diversified activities: 
art, music, ballet, cookery, sports Ed. trips. Winter vacations. Summer course, (July 4-31, 1993} 


Beau-Cepre 
| international School for Girls (15 to 22 years) 
CH-1815 CLARENS-MONTREUX 


| Phone: 4121-964 38 31 
Fax: 4121-964 38 34 












É 













Schooiyear courses 
Languages - 
Finishing American studies 






Summer holiday courses 
French - English ~ Cooking - Sports 
July - Mid August 












institut «La Gruyére» 
international Boarding School for the young, founded in 1949 
The 1993/1994 school year start in September. 
Summer course for girls and boys, July - August 1993. 
Classes with a few students. Summer and winter sports. 
Information and prospectus from fax: 029 61614 
Families Vial-Butty, dir. institut «La Gruyère» 
1653 Gruyéres, Switzerland, Tel. 029 6 2115 














DEGREE COURSES 
Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering. International 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 

| FERS, Stefansgade 22, Copenhagen 
2200, Denmark. tax: +45 31 81 58 14 






The Goverment of the People's Republic 
of Bangladesh invites application from 
prospective Mining Companies for exploration 
and exploitation of Coal in the Northern Part 
of Bangladesh. The Government will arant 
prospective Licence and Mining Lease to the 
qualified applicants based on the terms and 
conditions of the Mines and Minerals Rules. 
The last date for submission of application 
has been fixed on 30-4-1993. 


The Mines and Minerals Rules and 
Application Form are available on request. 
interested Mining Companies should address 
ail enquiries to:- 

Joint Secretary (NRG 

Ministry of Energy and Mineral Resources, 
Building No-6, Room No-107, 

Bangladesh Secretariat, Dhaka, Bangladesh 
Tele: 831235, Telex: 672809, MOEGY BJ 
Fax: 8802-414060 











PROFITABLE BUSINESS IN THE 
| SOUTH EAST OF ENGLAND 

Turning over £2 million plus, with healthy 
profits, this is an integrated group of Care 
Homes with à sound management structure 
that does not require continuous input from 
the owner. The organisation has a solid 
professional reputation for both standard of 
accommodation and quality of care, 
Tel/Fax: 0424 712050. 
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If you have something to say . . . say it in the Classifieds! 













PROFILE 


Thongbai Thongpao 





Human-Rights Lawyer 
Is ‘God of the Poor’ 


Former political journalist who spent eight 
years in prison now champions 


By Rodney Tasker in Bangkok 


ack in 1958, Thai political journalist 
Thongbai Thongpao was contem- 
plating his return home after a four- 
month visit to China with other Thai writ- 
ers. In his absence Field Marshal Sarit 
Thanarat had just seized power in a coup 
and Thailand was making one of its cus- 
tomary lurches to the right. “Since I did 
nothing wrong I wasn’t afraid,” Thongbai 
recalls whimsically 35 years later. “But | 
was wrong.” 

When he and two other writers arrived 
at Bangkok airport they were arrested on 
suspicion of being communists. Thongbai 
spent most of the next eight years in jail. It 
was a watershed period in his colourful 
life, because while in jail he sharpened the 
legal skills he had learned as a law student 
at Bangkok's prestigious Thammasat Uni- 
versity. He taught law to his 200 fellow 
suspected-communist inmates and applied 
to the Criminal Court for their release un- 
der the habeas corpus principle. When the 
appeal was successful his case was simply 
brought before a military court. But the 
authorities finally tired of the issue and he 
was released in 1966. 

“I decided that when I was free I would 
continue fighting for justice and human 
rights," says Thongbai, now 67. And he has 
done that ever since. To the uneducated 
rural and urban poor, the victimised fac- 
tory employee, the accused in thinly-veiled 
political cases, the journalist seeking free- 
dom of the press, he is a hero or, as one 
rural activist put it: "The God of the poor." 

As a member of a poor farming family 
in Thailand's depressed northeastern area, 
Thongbai knows poverty. He began his 
education in a Buddhist temple school, and 
when his family sent him to Bangkok he 
lived in a temple while attending 
Thammasat, helping to pay his way by 
working in the postal service. 

Although he gave up his journalism ca- 
reer to become a human-rights lawyer, he 





the underdog in Thailand 


continued to write columns for Bangkok 
newspapers, highlighting the injustice he 
saw around him. But the main task he 
carved out for himself was to represent the 
underprivileged in court, and to travel the 
land teaching villagers, farmers and teach- 
ers their human and constitutional rights, 
and what they should do when civil or 
criminal cases were brought against them. 

At home he has become one of the most 
recognisable faces, with his strong features 
enhanced by a prominent square jaw. 
While he quickly gains a flock of admirers 
during his rural travels — normally by bus 
or train, because he does not have a car — 
his appearance in a top Bangkok hotel will 
quickly draw deferential treatment. 

He is also in much demand for travel 


e lam fighting for 


the peasants, for 
the workers, for 
the farmers e 


overseas as a champion of the Thai people, 
particularly the country's poor. He was the 
president of the Regional Council on Hu- 
man Rights in Asia during much of the 
1980s. As such he presented a letter to Sin- 
gapore's then prime minister Lee Kuan 
Yew complaining about the number of po- 
litical prisoners in the island-republic. But, 
as he later wrote in a newspaper column, 
when he returned to Thailand he realised 
there were more political prisoners in his 
home country. 

Although Thailand is now developing 
as a more democratic society under a fully 
elected government, political cases still oc- 
cur. As Thongbai says: "They don't charge 
people with being communists anymore — 
they use the lese-majesté charge.” He was 
referring to a charge under which people 
can be accused of offending the Thai mon- 
archy, but which can be so widely inter- 
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preted as to include those criticising the 
political powers that be. 

That is why Thongbai is currently de- 
fending well-known social critic Sulak 
Sivarak. Sulak is charged by former mili- 
tary strongman Suchinda Kraprayoon with 
defamation and lese-majesté over a speech 
he made to Thammasat University criticis- 
ing the legality of a ruling military junta — 
then led by Suchinda — in August 1991. 
Sulak fled the country but returned to face 
the court case. Thongbai was his natural 
choice as defence lawyer. 


t the same time, and more surpris- 

ingly, Thongbai is defending former 

coup leader Manoon Roopkachorn 
on charges relating to an alleged attempt 
by his “young turk” army group to assas- 
sinate then prime minister Prem 
Tinsulanond, then military chief Arthit 
Kamlang-ek and Queen Sirikit in a 1982 
plot. Manoon, as an army colonel, was one 
of the leaders of two unsuccessful coup at- 
tempts in 1981 and 1985. Asked why he is 
defending such a military figure, Thongbai 
replies: “He asked me to defend him. | am 
close to his younger sister." 

Thongbai lives as simply as the major- 
ity of the people he defends and teaches. 
He always seems to have time to talk to 
the countless stream of rural villagers, stu- 
dents, labour unionists and journalists who 
make their way to his office to recount their 
problems. He often offers his services free, 
or adjusts his fees to what the defendants 
can afford. “I don't demand fees," he says. 
“Sometimes I defend the poor without 
charge . . . I am fighting for the peasants, 
for the workers, for the farmers." 

Many ask Thongbai why he has never 
entered politics, given his wide populist 
appeal. He says he will never do so, be- 
cause his legal work among the masses is 
more important. "I am on the side of the 
people, of justice. | have many friends ir 
many parties. Many of my friends have 
now become members of parliament." 8 
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[RAVEL. FLIGHT TURNS THE WORLD INTO A SINGLE MARKETPLACE. 


The magic of flight has altered the mechanics of commerce. With the most 
listant airport just hours away, ordinary citizens now have easier access to 


he world's goods than did the kings of old. Go 
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US Takes Up the Tibetan Cause 
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They faced Everest without oxygen. 
But not without Rolex. 


For explorers like Stephen Venables and 
Robert Anderson, a reliable timepiece is 
more than a convenience; its a necessity. 

Braving the remote heights of Mount 
Everest without the aid of bottled oxygen, 
they needed to time their ascents with 
extreme caution. Their goal was to reach camp 
before sunset, when high winds and poor 
visibility make the mountain even more 
perilous. The timepiece they depended on 
was Rolex. 

Part of what 


makes the Rolex 





Oyster so dependable 
is the design of its rugged case, which is 


sculpted from a solid block of 






metal, using as much as sixty 
tons of pressure. The Twinlock 
winding crown is added to 
the Oyster case. Designed according to the 
same principles as a submarine hatch, 


the Twinlock keeps water and 





TEN of the ocean, to the roof 









other elements from reaching the delicate 
movement that it protects within. 

Each Oyster movement 
takes a year to make, from 
the first operation on the 

hrst tiny part through to final 
assembly by our craftsmen in Geneva. 

After undergoing a series of gruelling 
tests at Rolex, Oyster timepieces are sent to 
an independent Swiss Institute, the Contróle 
Officiel Suisse des Chronométres. There, 
each watch must successfully undergo 15 
days and nights of rigorous testing before it is 
awarded the prestigious red seal that signifies 
it is an Official Swiss Chronometer. 

The extraordinary process that goes 
into making a Rolex helps explain why 
it is utterly invaluable in any environment, 
from the wastelands of the Arctic to the 
deserts of the Sahara. And from the depths 


W 


ROLEX 


of Geneva 


Z7 Ow $ of the world. 


Rolex Oyster Perpetual Explorer II in stainless steel with matching Oyster bracelet. 








JW Marriott Hotel Hong Kong 
introduces its own 
RATES OF EXCHANGE 
which moves you up one room 
category, while you 


pay the lower daily room rate.’ 











e 
Book and pay for this... but stay in this room. 
Superior Room HK$1,650 ——— Mountain View HK$1,750 
«Harbor View or 
Mountain View HK$1,750 -=e eMountain View 
Executive Floors HK$2,050 
* Harbor View or Harboe View 


* Mountain View 
Executive Floors HK$2,050 


ttm entend 


Executive Floors HK$2,350 





Harbor View One Bedroom Suite 
Executive Floors HK$2,450 HK5$3,000 


*Applies to a minimum 2-night stay; rates subject to change. 


Plus, you'll recezve 
the following dividends... 


* roundtrip airport limousine transfers 
* daily buffet breakfast 
* late check-out upon request 
* no charge for local calls 
* up to two suits/dresses drycleaned 
during your stay 
eand much more... 





TW MARRIOTT HOTEL. 


HONG RONG 


Marriott reservations in Asia Pacific: | 
JW Marriott Hotel Hong Kong (852) 810 8366, 
Bangkok (66) 2-251-0485, 
Jakarta (62) 21-571-1710, 
Kuala Lumpur (60) 3-291-8584, 
Singapore (65) 334-6216, 
Sydney Toll Free 008-251259, 

Tokyo (81) 3-3215-7285. 


JW Marriott Hotel Hong Kong, Pacific Place, 
88 Queensway, Hong Kong Island, Hong Kong 
Tel: (852) 810 8366, Fax: (852) 845 0737, 
Telex: 668909 MARTT HX 





LETTERS 


Letters intended for publication must include 
the writer's name and address. All letters are 
subject to editing for length. 





. Down With Dumping 

| Most Americans have a clearer grasp of 
|, dumping than James Bovard [America's 
, Dumping Scandal, THE 5TH COLUMN, 25 
| Mar.]. 


It is common knowledge that imported 


| products normally sell for more than they 
| do in their home countries. Retail prices 
_ must be exorbitant to cover, among other 
_ things, freight, insurance, wholesale mark- 
| up and retail mark-up. It should be obvi- 
_ ous, then, that most factories could never 
_ afford to dump their products on foreign 
| markets unless they receive encourage- 
, ment, cooperation and support from their 
| own government agencies and banks. 


Dumping, therefore, must be seen as a 


_ conspiracy to capture market share and 
| export unemployment by crippling, if not 
| eliminating, foreign competitors. That is 
. why anti-dumping actions are politically 
_ popular in the US and why Americans will 
| continue to support the US Commerce De- 
, partment's sometimes imperfect actions to 
| halt dumping. 


B. FRANKLIN 
Taipei 


. ‘To Forgive Is Divine’ 

| The dismissal of Dr Chee Soon Juan [Aca- 
| demic Issue, 15 Apr.] from the National 
| University of Singapore (NUS), for the mis- | 
| use of research funds is too severe a pun- 


| ishment for an offence which is a minor 


_ violation of procedure. 


What Chee did may be wrong, but to 


| punish him to the extent of breaking his 
| "rice bowl" is inhuman. After all, as the 


| saying goes, "To err is human, but to for- 


| give is divine.” The NUS has an opportunity 
| to demonstrate compassion by reinstating 
_ Chee as lecturer. 


RASIAH THIAGARAJAH 
Singapore 


_ Indigenous Infringement 

| In his article Hazardous Business [25 
. Mar.], George Wehrfritz reports that Tai- 
| pei and Peking may co-develop in China's 


remote Xinjiang region a massive dumpsite 
for Taiwan's stockpile of nuclear waste. 
Such a plan would surely outrage the 
indigenous population of Xinjiang, a north- 
western region where minority Uighurs 
have engaged in a sometimes bloody inde- 
pendence movement. Although the indig- 
enous Uighurs have held fast to their Sunni 
Muslim religion and their Turkic language, 
the influence of the nationally predominant 
Han, or ethnic, Chinese has grown stead- 
ily. Since 1949, Peking has sponsored large 
migrations of Han Chinese into Xinjiang 
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both to ease population pressures in the 
east and to Sinicise the strategic western 
frontier. Today, many Uighurs fear they 
will soon be outnumbered. 

In addition to Peking’s record on hu- 
man rights, the Uighurs resent the large 
Chinese military presence in the region, the 
use of Xinjiang for prison labour camps 
and the past testing of nuclear weapons in 
the region's deserts. 

Any plan to use Xinjiang as the dump- 
site for Taiwan's radioactive waste could 
be the spark that ignites renewed ethnic 
violence in China's restive northwest. 

BRADFORD TREBACH 
New York 


Pleading Guilty 
I would have expected the REVIEW to chose 
its book reviewers with greater care. In her 
critique of my book Arrow of the Blue 
Skinned God: Retracing the Ramayana 
Through India, [12 Nov., 1992] Eleanor 
Schwartz attacks me primarily for not shar- 
ing her dislike of the Indian nation and 
people. "Unlike most Americans who 
travel there," she writes incredulously, "he 
likes India very much." If this is my crime, 
I plead guilty. 
JONAH BLANK 
Cambridge 
Massachusetts 


Adding It Up in Australia 

In her article Winning the Nation [25 
Mar.], Jacqueline Rees states that the 
National Party lost support in the 1993 
federal election. This is simply not the case. 
The National Party gained two seats. If one 
considers other electorates in which both 
the National Party and its coalition part- 
ner, the Liberal Party, contested the same 
seat, it is clear there was a healthy swing 

back to the National Party in 1993. 
TIM FISCHER 
Member of Parliament 
Leader of the National Party of Australia 
Canberra 


Increased income 
I wish N. Balakrishnan would stick to what 
he knows best — not Australian econom- 
ics [TRAVELLER'S TALES, Perth, Australia, 4 
Mar.]. Rather than earning US$400 per 
month as Mr. Balakrishnan claims, middle 
class Australians earn closer to US$400 per 

week. 

JEFFERY CHEW 
West Footscray 
Victoria 
Australia 
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EDITORIAL 


When Money Is Bad Coin 


From Tokyo to Kuala Lumpur, the case for stable currencies 






hat's money worth to you? This is not a deep philo- | would "cost" the same across currencies. This could help 

W sophical question, but instead a reminder that what | form a New World Commercial Order, where exchange 
looks like hard currency can bend with the wind | rates, like sea lanes, are kept free of interference. 

— especially the political wind. For the nations of Asia, the | Today's world of global trading deserves better than cur- 

gale force is the talking up of the Japanese yen, which has | rency movement via press conference. Any new stable sys- 

doubled in terms of the US dollar since 1985. The resulting | tem of exchange rates would require new leadership on the 

trade patterns owe more to currency manipulations than to | world stage. It would be entirely fitting for leaders in this 

who produces what at the lowest real cost. | region to sound the call for a more sensible exchange-rate 

We have recently witnessed a classic example of why the | regime to ensure that prices impart meaningful informa- 

value of money is too important to be left to politicians. On | tion. As the fastest growing trading area in the world, Asia 

a Friday in mid-April, US President Bill Clinton met with | has a unique interest in a world monetary system that frees 

Japanese Prime Minister Kiichi Miyazawa to discuss | exporters to compete on the quality of their products, not 

progress on the trade deficit. “The appreciation of the yen,” | the political ups, downs and arounds of currencies. » 

the president told news reporters at the White House, was | 

| 

| 

| 

| 

| 

| 

| 





the first of "three or four things working today which might | 
give us more results." Currency traders went wild, with the 
dollar collapsing against the yen by Monday. Mr Clinton | —— 
then tried to take it back, saying his earlier sound bite was | 
“not necessarily a major policy statement.” | 
Aside from the silliness of the “trade deficit" issue in a | 
trading world supposedly based on comparative advantage, | 
let's count the costs of funny money. At one level, Japanese | 
exporters such as electronics firms and car makers will suf- | eign powers remain powerful forces in Chinese conscious- 
fer as the high yen forces up their prices. Some products | ness. So what was China's chief security officer, Tao Siju, 
from the Asian tigers will be more competitive, except that | thinking when he recently met in Peking with members of 
capital goods from Japan will become more expensive. | Hongkong’s notorious Sun Yee On crime syndicate? 
There are winners and losers, but we all lose when currency | Mr Tao went much further than simply meeting repre- 
differences, not product comparisons, rule markets. Indeed, | sentatives from Hongkong’s triads. He actually gave them 
we have all become foreign-exchange traders. As consum- | official blessing. “As for organisations like the triads in 
ers, we pay more because exporters now routinely engage | Hongkong,” he said, “as long as these people are patriotic, 
in hedging of currency risks, passing along costs to consum- | as long as they are concerned with Hongkong’s prosperity 
ers. As business people, otherwise good investments go sour | and stability, we should be united with them." 
simply because of currency movements. | Peking has since backpedalled, claiming that these re- 
marks were taken out of context. The spokesman for the 


The central bank of Malaysia is paying a special price for | 
| Ministry of Public Security said the praise did not refer to 


1g of Gangsters 
China blesses ‘patriotic’ triads 
hatever their other faults, Peking’s leaders usually 


MW remember history. Indeed, memories of the Opium 
War and China's humiliation at the hands of for- 








having to operate in a world of currency fluctuations. As | 
the REVIEW was first to report, Bank Negara recently re- | those engaged in criminal activity, only people involved in 
ported a charge of more than M$9 billion (US$3.5 billion) | social organisations based on people from the same parts of 
against a special reserve fund. The details are still emerging, | China or engaged in the same trade. The problem is that the 
but a good share of the losses appears due to currency trad- | Ministry of Public Security did not meet with social workers 
ing. The temptation for a central bank to engage in often- | or craftsmen — these men were gangsters. They are also 
risky forex trading is great where the only certainty is that | gangsters with reputed close business ties to the mainland, 
| 


almost all currencies will soar and plummet. which may help explain the kind words. 

We have suggested before that the real problem is the | Official sanction for triads suggests that political correct- 
failure for more than 20 years now by the major countries of | ness remains more important in China than obeying the 
the world to find an anchor for exchange rates. After the | law, not to mention upholding it. In a Hongkong already 
collapse of the Bretton Woods system, when the US closed | uneasy over mainland bullying, this latest incident will only 
the gold window in 1971, we have had the world inflation | make it harder for the police to do their jobs and for honest 
of the 1970s, the piercing of Japan's bubble economy in the | citizens to stand up to the gangs. In Taiwan it will further 
1980s and now a tail-shaking-dog world where financial | alienate those who see an echo of when the Kuomintang in 
flows swamp trade flows. A purchasing-power parity (PPP) | Shanghai tried to maintain power through gangsters. Per- 
approach to currencies is one way out of this morass. A PPP | haps even the Chinese Communist Party suffers from occa- 
system would link exchange rates to a basket of goods that | sional lapses of historical consciousness. E 
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Drenched in the North Sea, baked in the Persian Gulf, frozen in Alaska... 


THE GODS OF OIL 
MUST HAVE A FINE 
SENSE OF HUMOUR. 


WE don’t mean to complain; 
we're extremely grateful to have 
been involved in many of the 
key oil discoveries of the twen- 
tieth century, so far. But take 
three of the most famous. 

If you were to stick pins 
in a map of the world, you 
couldn't pick three more 
dangerous, inhospitable and 
downright inconvenient places 
on earth to explore and drill 
for oil. 

Persia at the turn of the 
century was a virtually lawless 
land and work was continually 
delayed by heat-stroke and 
sickness. 

The drinking-water was, 
according to one of our 
engineers, “best described as 
dung in suspension” 

Alaska, meanwhile, was "a 
mean, nasty, unforgiving place 
to work” according to one 
geologist. 

The tundra freezes to con- 
crete in winter and thaws into a 
sponge-like prairie in summer. 

Beneath is the permafrost, so- 
called because it is permanently 
frozen to a depth of 300 metres. 





A pretty conundrum for 
those charged with building 
380km of pipeline across it. 

Successfully completed, the 
trans-Alaskan pipeline remains 
one of the greatest feats of 
engineering ever undertaken. 
The same can be said of our 
North Sea platforms. 

Taller than Big Ben, these 
have to withstand hurricane 
force winds and 15 metre waves. 

As one skipper put it: 
“There's nothing quite as vile as 
the North Sea when she is in a 
temper." 

Admittedly we've been a 
little more fortunate with 
our latest discoveries. In the 
mountains of Colombia and the 
waters of the Mexican Gulf 
where we only have the occa- 
sional hurricane to contend with. 

Nevertheless, is it too much 
to ask that the next time we 
strike oil, the gods could exer- 
cise a bit more restraint...? 





For all our tomorrows. 
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Amber to Gold 


Hanoi is likely to get IMF funding, un- 
less the US changes its mind before the 
Fund's board of directors considers Viet- 
nam's case on 30 April. US Deputy Assist- 
ant Secretary of State Kenneth Quinn, who 
accompanied special envoy John Vessey to 
Hanoi on 18-19 April, told selected diplo- 
mats in Washington on 23 April that it was 
now up to President Bill Clinton and his 
advisers to decide what position the US 
should take on the resumption of IMF aid 
to Vietnam. Significantly, Quinn did not 
ask the diplomats to withhold support for 
Vietnam, which was seen as a signal that 
the US would accept a positive IMF deci- 
sion for Hanoi. Further, a senior French 
Foreign Ministry official told Congres- 
sional specialists in Washington that France 
would join other countries in providing 
loans to Vietnam to clear its IMF arrears, 
even if the light from the White House was 
“amber” rather than “green.” 


Duty Bound 


The Singapore Government is believed 
to be considering imposing duties on 
goods bought by Singaporeans in Malay- 
sia when a 3% goods and services tax 
comes into effect in April 1994. Singapore 
currently imposes duty only on tobacco 
and alcohol, with most other consumer 
items allowed in duty free. Because of a 
strong Singapore currency and Malaysia's 
lower costs, Singaporeans already flock 
across the border to buy both essential 
goods and luxuries, a trend that is expected 
to accelerate when the 3% tax pushes up 
prices in Singapore. 


Road to Mandalay 


The local authorities in the northern 
Burmese city of Mandalay are expressing 
concern about a massive influx of ethnic 
Chinese, mainly from the border province 
of Yunnan. Some 23,000 Chinese are 
known to have in settled in Mandalay dur- 
ing 1992, and another 27,000 are expected 
this year. Most of them are businessmen 
who have taken over houses, hotels and 
restaurants in the city and forced many 
native Burmese inhabitants to move to the 
outlying suburbs. This development has 
been going on for the past few years, but 
this is the first time local authorities have 
expressed any — albeit private — concern 
over the issue. 


Missing Activist 
For the first time in his six years as spe- | 


Americans listed as missing-in-action (MIA) 
during the Vietnam War, John Vessey did 
not take Ann Mills Griffiths to Hanoi dur- 
ing his mid-April visit. Griffiths, who 
heads a private group lobbying on behalf 
of MIA's, had participated in all Vessey's 
negotiations with Hanoi since 1987. How- 
ever, she has become increasingly critical 
of Vessey's handling of the issue, and 
views him as being too easily swayed by 
the Vietnamese. 


Hard Labour 

US Trade Representative Mickey 
Kantor, who has already shown he is capa- 
ble of directly confronting Japan and Eu- 
rope over trade issues, may be taking aim 
at developing Asian countries on the ad- 
vice of the AFL-CIO organised labour group. 
Kantor has warned Indonesia in particular 


| that its exports to the US may become in- 





Kantor warns Indonesia. 


eligible for low tariffs under the US gener- 
alised scheme of preferences (GsP) because 
of the country's alleged violation of worker 
rights, including low wages. The AFL-CIO 
has previously tried to take away GSP bene- 
fits from countries such as Indonesia and 
Malaysia, but the previous US Republican 
administrations had largely ignored such 
efforts. 


Singer, not the Song 


Hanoi has rejected a request by the 
noted Vietnamese composer Pham Duy, 
68, to return to live in the Vietnamese capi- 
tal. Duy fled to US-backed South Vietnam 
after the communist victory in the north in 
1954, and over the next two decades wrote 
hundreds of staunchly anti-communist 
songs. When communist tanks threatened 
Saigon in 1975, Duy escaped to the US 
where he has continued writing songs op- 
posing the new regime. Despite their con- 
tent, tapes of his music are widely circu- 


cial presidential envoy on the problem of | lated inside Vietnam. 
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now that the two sides have agreed to hold 
regular meetings between the SEF and Pe- 
king's counterpart organisation, the Asso- 
ciation for Relations Across the Taiwan 
Straits (Arats). Taipei sees any lifting of the 
restrictions on direct investment as a politi- 
cal issue, dependent on certain actions by 
Peking, while Arats officials say it is a prac- 
tical matter which will bring the two sides 
into closer contact for mutual benefit. 

So far China has attracted at least US$9 
billion in investment under special regula- 
tions adopted more than five years ago to 


encourage Taiwanese capital. But many | 


businessmen say the rules are often ob- 
scure and unpredictable, while hundreds 
of complaints have been aired about the 
treatment of investors in China. In many 
instances, for example, Taiwanese busi- 
nessmen claim they are not treated as well 
as those from Hongkong. 

Chiu's counterpart at Arats, Tang 
Shubei, has also suggested that Taipei 
should extend reciprocal treatment for Chi- 


na's investments in Taiwan — which are | 


banned — and give free access to Taiwan 
for Chinese officials and businessmen and 
agree to hold a joint economics conference. 

The reaction in Taipei to these points 
has been to see them as a ploy to cause the 
Taiwan Government to increasingly lose 
control over the island's economy. In fact, 
most Taiwanese ventures in China have 
been direct investments in violation of offi- 
cial policy, and such investors will be li- 
able for penalties beginning in July unless 
their ventures are restructured. 


“Tang's view is logical,” said Andrew | 


Tsui, a Taipei businessman with invest- 
ment interests in China. "But it's also a 
kind of political trick. For now, indirect in- 
vestment is the only way to get protection 
by using treaties [China has] signed with 
other governments," Tsui added. 

On the request for equal treatment, Tsui 
says this can only be regarded as a kind of 
joke. “If you're seriously talking about 
equal treatment, it can't be done because 
they have much more [economic] strength 
than we do," he said. 

Taiwanese officials say they are also not 
ready to open the door on Taiwan to what 
has been under way in Hongkong for sev- 
eral years — a growing and sometimes 
controlling stake for Chinese-held equity 
in many private companies. The govern- 
ment fears infiltration from China's mas- 
sive economy, which is currently growing 
at almost twice the rate of Taiwan's. It has 
already noted the way Taiwanese business- 
men have been lobbying for China's inter- 
ests through pro-China legislators and vari- 
ous business groups. 

Other specific concerns include those 
common to all foreign investors in China 
— the difficulties of remitting profits, arbi- 


trating contract disputes and paying doz- | 


ens of separate fees and taxes to local and 
provincial governments. " 
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DIPLOMACY 


Reasons of 
State 


India opts to do business 


. with Burmese junta 





By Rita Manchanda in New Delhi 
or more than four years the Indian 
Government has been highly critical 


of the Rangoon regime's treatment of 
Burmese pro-democracy dissidents. As a 


| result, New Delhi kept its distance from 


the Burmese military junta. All that is 
about to change: Prime Minister P. V. 
Narasimha Rao's government has decided 
to pursue a line of "constructive engage- 
ment" with Rangoon's generals — as has 
been done by Burma's 
Asean neighbours. 

The decision became all 
too clear after Indian For- 
eign Secretary J. N. Dixit 
paid a low-key visit to Ran- 
goon at the end of March. 
The first to feel the cold 
blast of the Indian change of 
heart were the 14,000 Bur- 
mese political exiles, most of 
whom are in border camps. 

On April 20, the resident 
representative in Delhi of 
the UN High Commission 
for Refugees told Tint Swe, 
a leader of the National Lea- 
gue for Democracy (NLD), 
that New Delhi wanted to 
send refugees who are else- 
where in India to government-run camps 
on the Indo-Burmese border. Swe is one of 
five NLD members of the Burmese parlia- 
ment who fled to India in 1988 after the 
junta banned the party and cancelled the 
results of elections. The exiles fear their re- 
location could be the prelude to involun- 
tary repatriation. 

In return for reining in the Burmese ex- 
iles, Rangoon may agree to cut off support 
for ethnic insurgent groups in the Indian 
areas bordering Burma — though New 
Delhi officials are evasive on the issue. 

The groundwork of the Dixit visit was 
laid last August when the director-general 
of the Burmese Foreign Ministry U Aye 
came to India. Later the two sides ex- 
changed visits of inter-ministerial delega- 
tions. The keynote of the meetings was the 
need to cooperate in managing their com- 
mon border against drug trafficking, smug- 
gling and insurgency. 

Lobbying for a border trade agreement 
with Burma was Chief Minister Dorendra 
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Aung San Suu Kyi's case 
loses urgency in India. 


Singh of the Indian state of Manipur. The 
northwestern area of Burma is the natural 
economic hinterland for both Manipur and 
neighbouring Mizoram states. In recent 
decades, the border trade, which is largely 
composed of barter and smuggling, has 
come to include Indian consumer goods 
and Burmese rice, and of course narcotics. 

Chief Minister Singh also had able allies 
among Foreign Ministry diplomats who 
felt that while India had clung to the high 
moral ground with its hands-off policy to- 
wards the Burmese junta, Asian and East 
Asian countries, including China, had done 
well out of maintaining more friendly rela- 
tions with the junta. Indo-Burmese legal 
border trade is heavily tilted against India 
with exports of US$3.5 million as against 
imports of US$55 million. Burmese refugee 
sources doubt if the border trade can be 
regulated and enhanced because of poor 
infrastructure on the Burmese side. 

More important, there has been à con- 
vergence of Indo-Burmese interests in 
curbing insurgency. Bands of ethnic rebels 
have been fighting the re- 
gimes in Rangoon and 
New Delhi for decades 
and they cross the jungle 
borders with impunity. 
Clashes among tribes 
which straddle the Indo- 
Burmese border are also 
common. With insurgency 
on the rise, the Manipur 
state authorities called in 
army reinforcements in 
March. 

In the wake of Dixit's 
visit, informal cooperation 
between the border forces 
of the two sides is to be put 
on an official footing. The 
two sides will now extend 
to each other facilities for 
trans-border pursuit of rebels. 

If India needed other reasons to justify 
doing business with a military junta which 
keeps the NLD leader Aung San Suu Kyi in 
prison, it could cite China. The Foreign 
Ministry has kept an anxious eye on grow- 
ing defence and diplomatic interaction be- 
tween Rangoon and Peking, to say nothing 
of infrastructure links and border trade. 
Just a month before Dixit's visit the Chi- 
nese Foreign Minister Qian Qichen visited 
Rangoon. 

Efforts by the government to keep 
Dixit's diplomatic demarche under close 
wraps suggest that it is still uneasy about 
making friends with the Burmese military 
junta. As for official policy, India will con- 
tinue to speak up for democracy in Burma 
in international forums, just as it did last 
December in the UN. The difference is that 
it will pursue a two-pronged policy which 
will include developing a working relation- 
ship with whatever government is in 
power in Rangoon. a 
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RELATIONS 


Lukewarm Welcome 


Dalai Lama gets cautious reception in Washington 


By Susumu Awanohara in Washington 
T he exiled Tibetan leader, the Dalai 





Lama, was the first guest to enter the 

Holocaust Museum in Washington 
when it opened to the public on 26 April. 
Two days later, renowned Jewish leader 
Elie Wiesel was to introduce the Dalai 
Lama at a star-studded "Tribute to Tibet" 
hosted by actor Harrison Ford. 

Comparing the fates of Jews under Nazi 
Germany and Tibetans under Communist 
China, the Dalai Lama told a group of jour- 
nalists: "In our case the Chinese [acted] in 
the name of liberation and progress, but 
the results were similar." 

Peking will not be amused by the sym- 
bolism of the Dalai Lama's dealings 
with survivors of Nazi genocide in 
Washington. But the comparison 
will seem apt to some US legislators 
who have just submitted bills in the 
two chambers of the US Congress 
attaching conditions to China's 
most favoured nation (MFN) trade 
status. 

For the first time, both bills con- 
tained a strong criticism of the 
"population transfer" of ethnic Chi- 
nese into Tibet, though the Senate 
version was far more explicit than 
its House of Representatives coun- 
terpart in making control of the 
Sinification of Tibet a condition for 
MEN renewal. 

Legislators say they are willing to let 
President Bill Clinton take the initiative on 
the MEN and forgo the proposed legisla- 
tion, but only if the president makes good 
his promises to be tough with the Chinese 
leadership on the issue. Clinton will in turn 
come under heavy pressure from Peking, 
which is particularly sensitive to criticism 
concerning Tibet. 

"Issues that raise the spectre of separa- 
tism may reduce Chinese tolerance and 
their willingness to reach understanding," 
a House staffer warns. 

Wherever he went, the Dalai Lama 
asked for help in stopping the population 
transfer, which he said was threatening 
Tibetan identity and amounted to what he 
called "a kind of cultural genocide." The 
complaint is that the Chinese are trying to 
change the demographic make-up of Tibet 
and thus neutralise its aspiration for au- 
tonomy or independence, one expert ex- 
plains. 

Tibetan hopes were raised by the 
breakup of the Soviet Union and the inde- 
pendence achieved by its member states, a 
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Congressional source says. During the elec- 
tion campaign, Clinton further encouraged 
the Tibetans by attacking the Bush admin- 
istration for being slow to recognise these 
breakaway states and by making demo- 
cracy and human rights a pillar of his for- 
eign policy position. The talk around Clin- 
ton during the campaign that the US might 
take a more positive attitude towards self- 
determination movements after the Cold 
War was taken as another positive signal. 

As it turned out, the Clinton adminis- 
tration was careful to avoid playing up the 
Dalai Lama's visit, though observers nev- 
ertheless said his reception was somewhat 
more formal than on past occasions. A 
White House spokesman stressed that 





The Dalai Lama warns against 'cultural genocide' in Tibet. 


Vice-President Albert Gore received the 
Dalai Lama at the White House; Clinton 
simply made “a brief stop-by” and “said 
hello,” the spokesman said. 

A State Department official, meanwhile, 
underlined that Secretary of State Warren 
Christopher met the Dalai Lama at a recep- 
tion in honour of someone else and only 
spoke “informally” with the Tibetan leader, 
“as well as with other guests who were 
present.” Christopher reiterated his con- 
cern over the human-rights situation in 
“China including Tibet,” not “China and 
Tibet” as he was quoted recently as saying, 
the official said. 

Despite those disavowals, the Dalai 
Lama and his supporters were satisfied 
that the Tibetan leader was received for the 
first time in the White House’s working — 
as opposed to living — quarters and inside 
the State Department building. Another 
“incremental change” supporters noticed 
was that whereas the US administration 
used to see the Dalai Lama strictly as “a 
religious leader,” in a recent formulation 
he is described simply as “a leader.” 
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The White House issued a statement 
saying: “The administration continues to 
urge Peking and the Dalai Lama to revive 
a dialogue between them and presses 
China to address human-rights abuses in 
Tibet.” 

According to John Ackerly of the advo- 
cacy group Campaign for Tibet, Clinton 
“promised to help on the population trans- 
fer issue.” Christopher, meanwhile, said 
that while the US does not recognise the 
Tibetan government-in-exile, it will urge 
Peking to revive negotiation with the Dalai 
Lama to resolve outstanding issues. 

Congress was less circumspect than the 
administration in welcoming the Dalai 
Lama, not surprisingly given the ardent 
supporters of the Tibetan cause among its 
members. These include Chairman of the 
Senate Foreign Relations Committee Clai- 
borne Pell, and the new Chairman of the 
Senate Finance Committee Daniel Moyni- 
han, who has jurisdiction over the MEN bill. 
In recent years, these legislators have suc- 
cessfully pushed through several measures 
on Tibet, notably establishing the 
Voice of America Tibetan service 
and declaring Tibet to be an occu- 
pied country. 

Both the Senate and the House 
bills on China's MFN status state 
that China “continues to violate the 
provisions of the Fourth Geneva 
Convention by encouraging the 
resettlement of large numbers of 
Chinese” in Tibet. Both bills urge 
China to “release all political and 
religious prisoners in China and 
Tibet and to cease forcing the large- 
scale influx of Chinese settlers into 
Tibet which is threatening the sur- 
vival of the Tibetan culture.” 

The Senate bill goes on to make 
the renewal of China’s MFN status condi- 
tional on “significant progress” in “ceasing 
financial and other incentives to encourage 
non-Tibetans to relocate in Tibet.” The 
House bill calls for progress in “ceasing to 
threaten the survival of the Tibetan cul- 
ture.” 

Capitol Hill sources say that Moynihan 
pressured Senate Majority Leader George 
Mitchell, who sponsored the Senate bill in 
consultation with the administration, to in- 
clude the strong language on Tibet or face 
obstruction in key State Department 
appointments. The same sources say that 
the House bill is milder because its spon- 
sor, Nancy Pelosi, having worked closely 
with pro-democracy Chinese students in 
the US and having China traders in her 
San Francisco constituency, had difficulty 
with the demand for cessation of non- 
Tibetan migration into Tibet. 

Given that the MEN bills are meant to be 
“a negotiating tool” for Clinton, as Mitchell 
puts it, they may well not be enacted. But 
the bills will still put pressure on Clinton 
and keep the issue of Tibet alive. X 


n ¥TOA 


13 


BRIEFING 








SOUTH KOREA 
Military Corruption Probe 


Defence Minister Kwon Young 
Hae has ordered a thorough 
investigation of top echelons of 
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following allegations of 
corruption in the awarding of 
multibillion-dollar military 
contracts and in promotion of 
senior-ranking officers. Kwon 
told a meeting of chiefs of staff 
from the three services on 25 
April that, with former chief of 
naval operations Kim Jong Ho 
and former Marine Corps 
commandant Cho Ki Yop 
arrested on bribery charges, all 
allegations of corruption and 
other wrongdoing will be 





Okinawa residents protest against the emperor's visit. 


reinvestigated. The 1991 JAPAN compliance with the 1984 
government decision to buy N^ i world convention against 
the General Dynamics F16 Emperor Visits Okinawa torture. Monitoring official 


fighter despite an apparent air 
force preference for the 
McDonnell Douglas FA18 will 
also be reviewed. 





Seoul thinks again on F16 deal. 








———— 


Emperor Akihito on 23 April 
became the first reigning 
Japanese emperor to visit the 
outlying island prefecture of 
Okinawa, the only Japanese 


Chinese media, human-rights 
group Amnesty International 
recorded 1,900 executions in 
1992. But the group said actual 
figures were probably far 


2 territory subjected to large- higher, noting that China's 
: scale land combat during total exceeded the figures for 
2 World War II. The emperor all other countries put 
; expressed "deep sorrow" over together. 
Okinawa's war dead. Security —— 
arrangements for the four-day 
trip were tight, and there were THAILAND 
no major demonstrations in Scandal Fells MP 


Okinawa. But arsonists set 
fires at four temples in Kyoto 
in the early hours of 25 April. 
Police said they believed the 
incidents were the work of 
ultra-leftist groups protesting 


Leading hotelier Akorn 
Hoontrakul has become the 
first political victim of 
Thailand's current share 
manipulation scandal. Akorn 


TAIWAN the imperial visit. Police also announced on = April that he 
> discovered parts of explosive was resigning his seat in 
Copyright Rules Passed devices at the Kasumi kai hall warts d membership of 

Despite obstructionist tactics in Kyoto, a social association the ruling-coalition Palang 
by the opposition party, of members of the imperial Dharma party after the New 
Taiwan's ruling Kuomintang family and former nobility, Imperial Hotel group, of 

on 22 April successfully and at a Kyoto police box. which he is chairman, was 


passed amendments to 
copyright law as demanded by 
the US. The legislative action 
came only a few days before 
Washington was scheduled to 
announce a list of countries 
which could be penalised for 
violating the protection of 
intellectual property rights and 
other trade rules. Taiwanese 
officials hope that the US will 
not now cite Taiwan for such 
violations. 
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CHINA 
Execution Figures Sought 


The UN Committee Against 
Torture has asked Peking to 
disclose the number of 
executions carried out in the 
country. Execution figures 
were missing from China's 
report to the body of 10 
experts which assesses 


among those allegedly 
implicated in the stockmarket 
scandal. Akorn became an MP 
for the first time in the 
September 1992 general 
election. 





INDIA 
Pakistan Accused 


In a statement to parliament 
by Home Minister S. B. 
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Chavan on 21 April, the Indian 
Government for the first time 
accused Pakistan of 
involvement in the 12 March 
bombings in Bombay. Chavan 
said a conspiracy had been 
hatched by Pakistan in league 
with Dubai-based smuggler 
Dawood Ibrahim and 
Bombay's Memon family, who 
had since fled to Dubai and 
then Pakistan. Some 20 
underworld figures were 
recruited in Bombay and sent 
to Pakistan for training in 
February, while huge 
quantities of explosives and 
arms had been landed at 
fishing villages near Bombay. 
Pakistan gave "organised 
support," to the conspirators, 
Chavan claimed. 


State Police Strike 


Policemen of the state of 
Jammu and Kashmir have 
been on strike since 22 April to 
protest the death in custody of 
Constable Riyaz Ahmed, who 
was picked up by the 
paramilitary forces when on 
home leave. Despite the 
assurance of a “joint inquiry” 
by the army and police into 
the custodial death, thousands 
of policemen, took to the 
streets of Srinagar demanding 
an end to "state terrorism" 
and marching to the UN 
observers office to present a 
petition. The policemen have 
been threatened with 
disciplinary action if they 
refuse to call off the strike. 
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Law of Return 


Case brings former premier Anand back to politics 


By Rodney Tasker in Bangkok 


hether he likes it or not, former 
Thai prime minister Anand 
Panyarachun now looks more 


like a politician than he ever did during his 
two reluctant terms in office. 

Anand has been thrust into the spot- 
light by a criminal case brought against 
him by a judge whom he had refused to 
promote. The case has unleashed an un- 
precedented show of popular and private 
support for Anand. The case is also being 
closely watched by businessmen and dip- 
lomats as an indicator of the strength and 
maturity of Thai institutions. 

"The Anand case has been the main 
topic of conversation when I meet other 
businessmen, even more than the current 
stockmarket manipulation scandal," a for- 
eign business consultant said. This view 
was echoed by a senior Western diplomat, 
who confirmed that foreign missions were 
closely watching the progress of the case. 

The extent of the international commu- 
nity's concern was displayed at a dinner 
party for Anand hosted by eight ambassa- 
dors on 16 April. Sitting down with Anand 
in a Bangkok hotel were the envoys from 
Australia, Britain, Canada, Germany, Ja- 
pan, New Zealand, Russia and the US. 

Because of the timing of the dinner — 
five days before Anand's first court appear- 
ance — the ambassadors knew they had to 

tread carefully to avoid any accusation of 
arene in Thailand's internal affairs, 
one diplomat said. The official reason for 
the dinner was that the envoys wanted to 
express their appreciation of Anand as a 
“statesman.” 

Anand gained the respect of the inter- 
national community and local businessmen 
because he managed to salvage Thailand's 
image twice during the politically-fraught 
1991-92 period. As a former diplomat and 
leading businessman, he was appointed to 
head a government of technocrats, busi- 
nessmen and bureaucrats under the mili- 
tary junta which ruled the country from 
February 1991 to March 1992. 

He was again called on to become 
prime minister for three months to bolster 
the country’s international image in May 
1992 after troops opened fire on pro-de- 
mocracy demonstrators in Bangkok. He 
stepped down after the September 1992 
general election that brought current Prime 
Minister Chuan Leekpai to power. 

Now Anand finds himself in court on a 
criminal charge brought by a former Su- 
preme Court judge. Anand is also being 





6 MAY 1993 


sniped at by opposition party leaders, who 
are insinuating he was motivated by busi- 
ness interests in finalising a number of 
major projects while in power. Overall, it is 
clear that some traditional politicians are 
trying to imply that Anand — who is noted 
for his “clean” image — is no better than 
they are. 

To a certain extent the criminal case has 
become a secondary issue, given the mas- 
sive outpouring of support for Anand from 
much of Bangkok’s elite. The criminal 
charge of malfeasance, or official miscon- 
duct, was brought against Anand by 
former Supreme Court judge Pravit 
Khamparat. Pravit has accused Anand and 


Anand's case raises diplomats’ concern. 


three other co-defendants of effectively 
blocking his promotion to chief justice of a 
regional court of appeals before he retired 
in September 1992. Pravit's promotion was 
among those proposed by the Judicial 
Commission, but was turned down during 
an attempt by Anand to rid the judiciary of 
cronyism and nepotism. The former prime 
minister's efforts were subsequently an- 
nulled by parliament after the September 
election. 

When Anand went to the first hearing 
of the case at the Bangkok Criminal Court 
on 21 April, hundreds of supporters from 
the “Friends of Anand” (FOA) movement 
were in attendance. As on many previous 
occasions since Pravit made his charge, 
Anand was given flowers and encourage- 
ment from the FOA — which claims to have 
20,000 members. Among those in the 
packed courtroom were several members 
of Anand’s cabinets and leaders of various 
pro-democracy movements. 

Lawyers for Anand and his co-defend- 
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ants — the former justice minister, former 
Supreme Court president and former Jus- 
tice Ministry permanent secretary — suc- 
cessfully gained a 30-day adjournment af- 
ter submitting a petition to the bench. The 
petition claimed that, because the law was 
confined to crimes against the state, Pravit 
could not bring a malfeasance charge as an 
allegedly injured private citizen. 

As he emerged from the court, Anand 
looked more like a campaigning politician 
than a defendant in a case that could lead 
to a maximum five-year jail sentence. 

"I'm most grateful for the demonstra- 
tion of public support,” he told the REVIEW 
as he was jostled by supporters and posed 
for press photographers. When Anand's 
former deputy prime minister and interior 
minister Pow Sarasin, who was standing 
nearby, was asked if he had witnessed any- 
thing like this before, he replied: "No, no 
never — never before in Thailand." 

Some observers view the case as purely 
an act of vengeance by Pravit. This in itself 
worries diplomats and foreign business- 
men, who generally regard Anand as 
someone who has tried to break through 
the endemic vendettas among the coun- 
try's leading politicians in order to create a 
more "civic" society. 

Others view the case as part of a cam- 
paign by opposition parties thwarted by 
the fact that Anand, as an appointed rather 
than elected prime minister, did not have 
to answer to parliament during his two 
terms in power. As Anand was gathering 
garlands and being feted by foreign en- 
voys, opposition leaders held a forum 
on 17 April at which they accused the 
former premier of mismanaging two 
major projects: the breaking up of the 
Charoen Pokphand (CP) group's monopoly 
in a project to install 3 million new tele- 
phone lines, and the "cheap" sale of two 
government-owned oil refineries to Thai 
Oil Co. 

The accusation in both cases was that 
Anand was prejudiced in making the deci- 
sions, implying that he benefited person- 
ally. Both before and after his terms in of- 
fice Anand was an executive of Saha Union 
group, which is widely regarded as a rival 
to CP. Anand has consistently denied such 
accusations. 

For businessmen and diplomats hoping 
for a new element of political and business 
stability in Thailand, the Anand affair rep- 
resents a test case. The outcome, they be- 
lieve, will indicate whether Thailand is still 
in the thrall of a traditional system of nar- 
row political and commercial vested inter- 
ests based around powerful personalities, 
or is evolving into a society that reflects the 
concerns of a broader constituency. 

For Anand, given the phenomenal out- 
pouring of support he has received, it may 
now be the time to reconsider his oft- 
repeated claim that he has finished with 
politics. a 
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Interim government its c over lepton timing 


By Salamat Ali in Islamabad — €. 


T he struggle for power in Pakistan is 


entering a period of turmoil that 

could get worse before it subsides. 
The present interim government, installed 
on 18 April after former prime minister 
Nawaz Sharif was dismissed by President 
Ghulam Ishaq Khan, is beginning to show 
signs of splitting over the timing of elec- 
tions. 

More seriously, there are signs that the 
president and his new political allies, 
former opposition leader Benazir Bhutto's 
Pakistan People's Party (PPP), disagree pro- 
foundly about the amount of power the 
president himself should be allowed to 
wield in resolving the country's 
periodic political crises. 

The view that the interim 
government is already in trou- 
ble has been roundly dismissed 
by Ishaq Khan's supporters in 
the army, including chairman 
of the joint chiefs of staff com- 
mittee Gen. Shamim Alam 
Khan who claimed on 24 April 
that the situation is on the 
mend and the armed forces are 
not worried. 

Almost in the same vein, the 
most politically influential 
member of the military estab- 
lishment, army chief Gen. 
Abdul Waheed, told troops in 
Pakistan-held Kashmir on 25 
April that the latest political 
crisis had been handled within 
the constitution which re- 
mained intact. Waheed went on to remind 
the soldiers that the caretakers had pledged 
to hold general elections within the consti- 
tutionally stipulated 90 days after the dis- 
missal of the former government. 

Unfortunately it is anything but certain 
that the president will stick to his commit- 
ment to hold elections within 90 days. 
Fears of an election postponement were 
strengthened by the remarks of Zahid 
Sarfaraz, a loyal supporter of the president 
who was invited to join the caretaker cabi- 
net on 22 April. Sarfaraz said that it was 
not possible to hold general elections at the 
peak of summer heat and that the 14 July 
date was announced by the president as a 
constitutional formality. 

Asked to clarify these remarks, interim 
Prime Minister Balakh Sher Mazari told 
journalists that they could discuss in the 
press whether to hold a population census 
and issue fresh identity cards before the 
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5 poligufe added that public opinion would 
"be kept in view while deciding upon the 
issue. 

Mazari appeared to ignore declarations 
by PPP chief Bhutto that her party had 
agreed to cooperate with the president on 
three conditions. Apart from insisting on 
elections being held within 90 days the 
other two conditions are reconstitution of 
the Election Commission, which the party 
claims was implicated in the rigging of 
Pakistan's last general elections in 1990, 
and the dissolution of the four provincial 
legislatures. 

Benazir's stand on elections is not the 
only source of friction with the president. 
She has also taken a tough line on the 8th 





Bhutto is not so happy now about Ishaq Khan's powers. 


Amendment of the constitution, the clause 
that gives Ishaq Khan the powers to dis- 
miss governments and dissolve legislatures 
at will. Her party wants the entire 8th 
Amendment revoked whereas Sharif 
merely wants to alter some of its provi- 
sions leaving others like the Islamic injunc- 
tions unchanged. 

Ishaq Khan's dilemma is that he badly 
needs the support of the PPP to help stabi- 
lise the political situation until the uproar 
over Sharif's dismissal has subsided. The 
PPP now holds six out of 15 places in the 
interim cabinet and is likely to be offered 
more posts as the cabinet is expanded fur- 
ther. Some observers suggest that a mass 
resignation by PPP members of the care- 
taker cabinet would undermine any shred 
of legitimacy the current caretaker regime 
enjoys. 

One of the more noteworthy features of 
the caretaker cabinet is the inclusion of 
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Bhutto's husband, Asif Ali Zardari, who 
was recently freed on bail after spending 
two and half years in jail. 

Zardari interpreted his induction into 
the cabinet as a vindication of the PPP's as- 
sertion that all the charges against him 
were politically motivated. Mazari how- 
ever declared that the cases that are still 
pending against Zardari and other PPP 
leaders will be dealt with by the special 
tribunals in due course. 

Whether or not Zardari's legal status be- 
comes an issue between the PPP and Ishaq 
Khan's immediate circle, trouble seems cer- 
tain to occur over the president's reluctance 
to dissolve the provincial legislatures. Ishaq 
Khan told the provincial legislators of Pun- 
jab that, though under great pressure to 
dissolve their assembly, he would not do 
so. Mazari went considerably further say- 
ing, on 24 April, that he saw no reason for 
dissolution. 

Ishaq Khan's approach to the dissolu- 
tion issue reflects the fact that most incum- 
bent legislators are likely to vote for him 
when he stands for re-election as 
president, later this year. But by 
keeping existing legislatures in 
session the president has been 
obliged to tolerate some extreme 
anomalies. In the 109-member 
Sindh legislature, 24 seats have 
been vacant for months while 60 
members have resigned from vari- 
ous parties, including the coalition 
supporting Chief Minister 
Muzafgar Shah. Similar defections 
have upset the governing coali- 
tions in the North-West Frontier 
Province and Baluchistan. 

In Punjab, where former prime 
minister Sharif's protege Ghulam 
Hyder Wyne had absolute control, 
a motion of no-confidence in the 
provincial government was pass- 
ed by an overwhelming majority 
after the entire assembly had been 
flown to Islamabad under federal 
protection. The legislators spent three days 
in the federal capital where they were as- 
sured that the legislature would not be dis- 
solved provided they voted Wyne out of 
office. 

Although the Punjab legislature was 
dominated by her political opponents 
Bhutto attacked the way in which the no- 
confidence vote was orchestrated. She de- 
scribed the vote as “an Aladdin’s lamp that 
changed the two-thirds majority of the 
chief minister overnight. 

The outcome of the row over elections 
is hard to predict but some, like Awami 
National Party leader Wali Khan, fear the 
worst. Khan argues that since both the lar- 
gest parties had been declared corrupt and 
inefficient, the credibility of both the par- 
liamentary institution and elections is in 
question. The result, he warns, could be a 
return to military rule. ^ 
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By Julian Baum in Chiayi 


hen opposition activist Huang 
Ching-tsai was invited to go for a 





14 March in a small fishing community in 
southern Taiwan, he probably anticipated 
little more than an unpleasant confronta- 
tion. Certainly, he didn't expect to be mur- 
dered. 

The two men had argued the day be- 
fore over Huang's investigation into cor- 
ruption in the local fisherman's association, 
to which his uncle was a represen- 
tative. At the next day's meeting, 
however, what had started as a fam- 
ily disagreement flared into tragedy. 
As they talked on the street, a witness 
says Huang's uncle suddenly stabbed 
him with a knife. Huang died from 
the wound a few hours later, his uncle 
was soon arrested and jailed. 

The murder is being portrayed by 
some local government officials as 
nothing more than the tragic outcome 
of a personal quarrel. But leaders of 
the opposition Democratic Progres- 
sive Party (DPP), of which Huang was 
a member, say he was a victim of the 
corruption that pervades relations 
between powerful political factions of 
the ruling Kuomintang (KMT) and 
local associations of farmers and fish- 
ermen in Taiwan's rural areas. Both 
KMT and opposition observers agree 
that these schemes sometimes rake in 
substantial profits or simply confer on 
the associations control over the dis- 
tribution of benefits from government 
programmes which keep the factions 
in power. 

"We think these connections are 
indirectly encouraged by the KMT,” 
said an opposition party leader in Tai- 
pei. Oppositionists in Chiayi believe 
Huang’s killing was plotted by a group 
determined to stop Huang’s work, though 
they do not have the evidence to prove it. 

“There was a hand behind the scene,” 
said the DPP chairman for Chiayi County, 
Huang Yung-tsung, who is no relation to 
the victim. 

Just three months before the murder, 
Chiayi experienced the most intensely 
fought election campaign in its history. The 
surprising result was that voters sent to the 
national legislature for the first time an 
opposition member, respected DPP party 
leader Tsai Shih-yuan. The murdered 
Huang had been one of Tsai's most spirit- 
ed political aides and, like the few other 
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walk by his uncle on the night of 


DPP members in the county, was enégut4 
aged by the surge of support for the oppo- 
sition. Despite extensive vote buying and 
numerous threats of gang violence, the 
campaign and election were peaceful. 
Then politics got rougher. As head of a 
grassroots organisation set up by the DPP 
in early March, Huang was full of confi- 
dence about the strength of the reformist 
tide in what is one of the most economi- 
cally depressed areas of the country. The 
grassroots group, the Democracy Union, is 
being set up island-wide to investigate citi- 


Tsai's polls win emboldened the opposition. 


zen's grievances and act as an ombudsman 
to government agencies. 

A divorcee with two voung daughters, 
Huang launched an investigation into 

“illegal fees" which fishermen and oyster 
growers complained were being charged 
by the Chiayi District Fisherman's Associa- 
tion. Then came his murder, which opposi- 
tion politicians hope will focus attention on 
what they claim is widespread corruption 
throughout Taiwan at the local level of 
government. 

"Local politicians make a lot of profit 
from the abuse of political power and 
privileges and use these profits to buy 
votes," said lawmaker Tsai. "If anyone tries 
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tyéars ago a farmer named Lin Kuo-hua 
wh was active in opposition politics in 
neighbouring Yunlin county was crippled 
after being attacked by local hoodlums. 

Residents also say that, in investigating 
Huang’s murder, the police have come 
under heavy pressure from local officials 
to keep the case as narrowly defined as 
possible. 

The complaints of corruption which 
Huang was investigating centred on the 
administration of government fuel subsi- 
dies for fishermen. The fisherman's asso- 

ciation charged a fee of NT$500 
(US$20) for a certificate required to 
purchase fuel at government-subsi- 
dised prices pegged at more than 50% 
below the market price. According to 
the Council of Agriculture, which 
budgets more than NT$2 billion 
annually for these subsidies, this 
“handling fee” is not covered by gov- 
ernment regulations. 

Council officials say that the fee or 
similar extra charges are often ex- 
tracted by local fisherman's associa- 
tions, which administer the pro- 
gramme nationwide. DPP organisers 
say there have been many complaints 
from the more than 20,000 part-time 
or full-time fishermen in Chiayi about 
the extra cost. The fishing districts of 
Chiayi are some of the poorest in the 
country, but most residents did not 
dare to speak out until after last year’s 
elections gave the opposition party a 
voice in local affairs. 

Tsai estimates that in Chiayi's case 
the association's extra charges earn it 
NTS5-10 million annually. He says the 
income is one way of funding sup- 
port for the faction which controls the 
fishermen's group and other rural 
councils as well as most other major 
posts in the county government. 

The Chiayi Fisherman Association de- 
fends the fee scheme, which dates from 
three years ago, saying it was an annual 
charge which confirms membership in the 
association and protects the privileged 
access to cheap fuel. But residents say that 
since the murder, the association has 
stopped charging. 

Observers say that other petty practices 
connected with government programmes 
include scams in which local farmers 
groups sell imported corn to the govern- 
ment as if it were domestically produced, 
thereby earning profits from a price sup- 
port programme which pays well above 
the international market price. LI 
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The Golden Gate Bridge, 
photographed by Morley Baer. 
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Research and Destroy 


Origins of Vietnam War POW document remain obscure 


By Nayan Chanda 


etired US chief of staff John Vessey 
was in the Bahamas on a fishing 
holiday. He had just been reap- 
pointed as the special presidential envoy 
to Vietnam and it was time to relax before 
embarking on another gruelling trip to 
Hanoi to wrap up the issue of American 
service personnel listed as missing in ac- 
tion (MIA) in the Vietnam War. 

Then someone gave Vessey a copy of 
the New York Times containing a report that 
a newly discovered Soviet document 
showed Vietnam had grossly misrepre- 
sented the number of US prisoners of war 
(pow) it had held. The report triggered a 
storm in Washington, with the MIA lobby 
and long-time critics of Hanoi claiming it 
represented the “smoking gun" that finally 
proved Vietnam had been lying about 
American POWS. 

Zbigniew Brzezinski, 
former national security 
adviser to then president 
Jimmy Carter who had 
helped prevent normalisa- 
tion with Hanoi in 1978, said 
the “great likelihood is that 
the Vietnamese took hun- 
dreds of American officers 
out and shot them in cold 
blood.” 

The source of the contro- 
versy is a Russian translation 
of a purported report to the 
Vietnamese Communist 
Party politburo meeting held 
on 15 September 1972. It was 
said to have been discovered 
in Moscow’s Centre of Con- 








temporary Archives by amy. in pudieran ents. He was Deputy 
Stephen Morris, an Austral- Id o Statt unti 1961 ‘a apo in 1974. 
ian academic who had writ- ou 
ten numerous articles critical The report was presented to a North 

ERU E n . A Vietnamese politburo meeting on 15 | meetin NOI. 
of the Vietnamese commu September 1972. 


nists. 

Although no Vietnamese 
original has been found, nor 
the accuracy of its contents 
affirmed, Russian officials 
nevertheless said the trans- 
lated report was an authen- 
tic Soviet document of the 
period. 

Vessey, while pointing to 
the document's many inac- 
curacies, also accepted the 
Russian affirmation that it 
was authentic. However, as 
US Government experts be- 


Russian document says 


In September 1972 Hanoi held 1,205 US 
prisoners of war (POW). 


US POWs were separated according to 
rank and kept in different prisons. 


US POWs were to be released according 
to their attitute towards the war. 


The report says that after the US attempt 
to rescue prisoners from Son Tay the 


The author of the 1972 report is identified 
as Lieut-Gen. Tran Van Quang, Deputy 
Chief of Staff of the North Vietnamese 


The report mentions a Gen. Ngo Dinh Dzu, 
who was indentified as a commander of II 
Corps in the South and also a presidential 
candidate jailed by South Vietnam's 
President Nguyen Van Thieu. 


The report says on 15 September 1972 
that Hanoi would soon free several POWs 
in order to pressure US President Richard 


The report repeatedly refers to 23rd 
Central Committee Plenum of the North 
Vietnamese Communist Party. 
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gan to scrutinise the contents of the 23- 
page document, greater doubts began to 
emerge about its accuracy and even its au- 
thenticity. 

A Congressional source familiar with 
the MIA issue has flatly called the docu- 
ment a fake. "The only slight question is 
that how recently it was faked. | would 
guess it was within the last two years," he 
said. 

Some US administration sources agree. 
They say that in the light of serious errors 
and inconsistencies pointed out by ex- 
perts, they are now inclined to view the 
document as a possible forgery. "We can't 
explain the [Russian] document except 
that it was either a phoney then or [is] a 
phoney now," one Washington official 
said. 

The news that the archive's director 
Rem A. Usikov had been dismissed for 
violating rules added further doubts about 
the circumstances in which the document 
was obtained. "Apparently money chang- 
ed hands but I don't know how much, at 
what level and to what end," a Pentagon 
official said. 

There is also some dispute about 
how the document was found. Morris 
has told reporters that he 
discovered the document in 
a folder, but an archive 
spokeswoman said Russian 
researchers found it several 
months ago. The archive is 
now reported to have barred 
Morris. 

US administration sour- 
ces say experts who have 
seen many captured com- 
munist documents are con- 
vinced that it cannot be 
what it pretends to be: a re- 
port to the Vietnamese Com- 
munist Party politburo by a 
senior army officer. 

Such reports do not 
. address the politburo as 

“dear comrades,” or are 

written in the first person in 

a chatty, informal style, they 

say. Further, the report is 

propagandistic and boastful 

. about the achievements of 
— the Vietnamese party, which 
is stylistically incompatible 
with an internal memo. In 
. addition, the mis-identifica- 
tion of the report's alleged 
author also raises serious 
doubts about its authentic- 
ity. 

If the document is not a 
À report to the politburo, 
then could it have been a 
genuine Vietnamese docu- 
ment intended for a less im- 
portant audience? It has 
been suggested that it may 
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have been a regional-level report intended 
to boost morale. But serious mistakes, such 
as confusing Gen. Ngo Dzu with politician 
Truong Dinh Dzu and giving the wrong 
date for the party plenum (see chart), make 
it an unlikely Vietnamese document. Some 
analysts in the US Defence Department 
have also speculated that a Russian intelli- 
gence agent deliberately misrepresented 
the origin of the document as it came from 
unreliable Vietnamese sources. 

Yet others think it may have been 
“some sort of leak or disinformation to 
make it out to the Russians that [the 
Vietnamese] were 10 feet tall, in the con- 
text of the era when the Russians were re- 
sponding to [president] Nixon's blandish- 
ments.” 

In May 1972, to the great chagrin of the 
North Vietnamese Government, then 
president Richard Nixon held a summit 
meeting with former Soviet president 
Leonid Brezhnev. While claims that 1,025 
US military personnel had been captured 
could point to a motive in this context, 
basic errors like confusing the identities of 
the two Dzus and the wrong date for the 
politburo meeting rule out a Vietnamese 
hand. As one source said: “No Vietnamese 
in the know would mix these up.” 

While the document does contain some 
accurate information, officials say it is so 
full of errors and discrepancies — and 


more pertinently omits so many impor- | 


tant events and issues of the time — that 
some see it as either the work of an un- 
informed Soviet agent or a “contem- 
porary fabrication" assembled with little 
research. One Congressional specialist 


even noted that "the more textual analy- 


sis you make, the more ridiculous it is . 
It is illiterate." 

The specialist also pointed out that ever 
since the collapse of communism, Moscow 
seems to have replaced Bangkok as the 
centre of MiA-related stories. In recent 
years, US attempts to normalise relations 
with Vietnam have been repeatedly dam- 
aged by photographs and documents re- 
lating to alleged MIAs. 

Subsequent investigations by the Pen- 
tagon have shown them all to be fabrica- 
tions by MIA lobbyists or individuals seek- 
ing to make money. “During the past 18 
months, Russians have been the source of 
story after story that American prisoners 
were taken live to Russia and held in Rus- 
sia. All [these claims] foundered com- 
dletely,” the specialist noted. 

The scale of this problem was high- 
ighted in June 1992, when President Boris 
reltsin announced in Washington that 
some US servicemen captured during the 
<orean and Vietnam wars may have been 
noved to the Soviet Union and may still 
ve alive. Perhaps predictably, a search of 
Yumerous Russian facilities failed to pro- 
luce any trace of living or dead American 
OWS. a 
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Tea for 
Two 


Sino-British talks held 
behind closed doors 





By Jonathan Karp in Hongkong 
and Lincoln Kaye in Peking 


ir Robin McLaren found dinner 

agreeable. That much can be deter- 

mined about the first round of Sino- 
British talks on political development in 
Hongkong. 

This morsel, doled out by Britain's am- 
bassador to China and chief negotiator, did 
little to satiate observers of the 22-24 April 
session in Peking. After months of high- 
decibel bickering and talk of “talks about 
talks," the actual negotiations are under 
way and, suddenly, there is no talk about 
the talks. 

Little wonder that pundits pounced on 





McLaren and Jiang: no questions, please. 


McLaren's dinner remark to gauge the 
atmosphere of the secretive negotiations. 
The only other visible point of agreement 
was a decision to keep talking. A two- 
day second round was to start on 28 
April. 

No one really expected progress in the 
first three days, and a commentary by the 
official New China News Agency on the 
eve of round two confirmed there was 
none. It also suggested China and Britain 
were still poles apart on establishing a 
framework for the negotiations, which os- 
tensibly focus on 1994 and 1995 elections 
in the colony but will in fact deal with 
broader issues of democracy before the 
handover to China in 1997. 

The waiting game continues. China is 
waiting for Britain to drop Hongkong Gov- 
ernor Chris Patten's proposals to enhance 
democracy by lowering the voting age to 
18 from 21 and introduce new functional 
constituencies into the Legislative Council 
in which all Hongkong citizens would be 
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eligible to vote. China argues these plans 
violate three agreements which frame 
Hongkong's administration before and af- 
ter 1997 and on which the Sino-British talks 
are based. 

But despite the abuse it has heaped on 
Britain and Patten for the proposals, China 
has steadfastly refused to make counter- 
proposals for the elections. These alterna- 
tives are what British negotiators are wait- 
ing for and would like to entertain in the 
second round. 

“I don't think I want to use words like 
water down, but . . . if we think there are 
better ways of securing fair elections in 
1994 and 1995, we'll accept them," Patten 
told the BBC before the first round ended. 

The secrecy of the talks and Patten's 
willingness to compromise annoys liberal 
Hongkong legislators who envisage an 
agreement between China and Britain 
which would dilute the election plans in 
return for Peking's cooperation in acceler- 
ating Hongkong's stalled airport and port 
project. 

Picking up this theme, Lu Ping, head of 
the State Council's Hongkong and Macau 
Affairs Office, appealed to Hongkongers' 
wallets when he predicted the stockmar- 
ket's Hang Seng Index could break 8,000 if 
the negotiations suc- 
ceeded. The index, 
which reacts sharply to 
Peking's rhetoric, ap- 
peared set to break 
7,000 during the second 
round of talks. 

If Patten seems pre- 
pared to compromise 
his scheme for elections 
in 1995, he is taking 
pains to stress the im- 
portance of fair treat- 
ment of legislators 
whose four-year terms 
will straddle China's take-over. 

Patten wants to ensure that China will 
not remove from office liberal legislators 
like Martin Lee and Szeto Wah, who are 
branded subversives by Peking for their 
pro-democracy views. Achieving an agree- 
ment for this concept of a "through train" 
could be another trade-off for Britain. 

Even before round two began, China 
and Britain foresaw the need for a third 
round which would not start until the end 
of May because of travel plans by Vice- 
Foreign Minister Jiang Enzhu, the chief 
Chinese negotiator. 

These negotiations would run concur- 
rently with China's historic talks with Tai- 
wan, underway in Singapore. Politburo 
member Li Ruihuan suggested there was a 
link between the unrelated events. "If the 
problem with Hongkong could be resolved 
satisfactorily, it will have an extremely im- 
portant effect on reunification across the 
[Taiwan] Strait," Ruihuan told the pro-Pe- 
king Hongkong daily Wen Wei Po. * 
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Murderous Intent 


Opposition leader killed ahead of May polls 


By Hamish McDonald in Colombo 

he southwest monsoon had brought 

| in the usual evening downpour 

across Colombo, and the crowd had 

to scatter for shelter under trees and nearby 

buildings when Lalith Athulathmudali ar- 
rived to address the election meeting. 

But just as Athulathmudali started 
speaking, a young man walked to the side 
of the temporary rostrum, pulled a pistol 
from his belt, rested it across his left arm, 
and fired three shots into the opposition 
politician. Exchanging volleys of fire with 
a bodyguard, the attacker ran into the 
darkness and escaped. Three hours later, 
Athulathmudali died in hospital. 

For Athulathmudali's supporters in the 
Democratic United National Front (DUNF), 
and many other Sri Lankans, the assassina- 
tion on 23 April plunged the country back 
into the dark days of 1988-90, when a war 
by death squad was fought with a Maoist 
underground called the Janata Vimukti 
Peramuna. Only this time, the victim was 
not a suspected militant but a nationally 
known leader, taking on the government 
party in elections. 

Anger turned on President Ranasinghe 
Premadasa and his ruling United National 
Party (UNP). A crowd attacked a govern- 
ment minister who came to the hospital, 
and another ransacked the house of Co- 
lombo's mayor, who is regarded as close 
to Premadasa. Statements by DUNF co- 
leader Gamini Dissanayake and Sri Lanka 
Freedom Party (SLFP) leader Sirima 
Bandaranaike, a former prime minister, 
blamed the government for the killing. 

Premadasa and the UNP roundly con- 
demned the murder. But they certainly had 
the most cause to worry about Athu- 
lathmudali, a former UNP minister who 
along with Dissanayake had tried to get 
the president impeached by parliament in 
1991. Expelled by the UNP (and automati- 
cally losing their parliamentary seats un- 
der the proportional representation sys- 
tem), the two set up the DUNF. 

The elections for seven provincial coun- 
cils on 17 May will be the first big contest 
for the DUNF, and point the way to presi- 
dential and parliamentary elections due 
around the end of 1994, The seven prov- 
inces cover the entire country except the 
north, where the army is still fighting a 
protracted war with the separatist Libera- 
tion Tigers of Tamil Eelam (LTTE). 

Losing even one province — especially 
if it was the Western Province, which con- 
tains Colombo and 26% of Sri Lanka's 17 
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Bandaranaike blamed the government. 


million population — would be a blow to 
the autocratic Premadasa, and create a 
bandwagon effect in the later polls. More- 
over, the constitution gives the provinces 
real powers, including the right to run their 
own education systems and police forces. 
These rights have not so far been used by 
the UNP incumbents, but in opposition 
hands could leach power and patronage 
away from the central government. 

Athulathmudali had put himself for- 
ward for chief minister of Western Prov- 
ince. The traditional opposition, the leftist 
SLFP, was meanwhile riven by fights 
among the ailing Bandaranaike and her 
children and seemed a spent force. It had 
agreed not to attack the DUNF and join with 
it in forming provincial governments. In 
early campaigning, DUNF showed it was 
pulling big crowds in both UNP and SLFP 
constituencies. 

Just how bitterly Premadasa took the 
DUNF challenge was shown in his speech 
to parliament on 21 April, when he at- 
tacked its leaders as “conspirators” and al- 
luded to his own lower-class origins and 
the privileged background of Athu- 
lathmudali, an Oxford-educated lawyer. 
“What is happening today is a personal- 
ised class struggle,” Premadasa said. 

The government was quick to find its 
own explanation for the killing. The next 
morning, the body of a young man was 
found near the murder site, along with a 
pistol. He had been winged by a bullet, 
and foam in his mouth showed death by 
cyanide. An identity card named him as a 
Tamil from the north. The implication was 
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that Athulathmudali was victim of an LTTE 
assassin who had committed suicide rather 
than be captured. A DUNF organiser was 
found who recognised the body as that of 
the killer. To dispel charges of a cover-up, 
the government called in detectives from 
London's Scotland Yard. 

Motives were there. As minister of na- 
tional security in 1984-87, Athulathmudali 
had pushed a tough military campaign 
against the Tamil separatists. Regarded as 
a hardline supporter of dominance by the 
Sinhala majority, he might have offered the 
northern Tamils less autonomy than 
Premadasa in future peace negotiations. 

But the official story seemed too pat for 
many observers. The DUNF organiser re- 
tracted his statement, while three other 
witnesses said they had clearly seen the 
killer but had not been called by police. 
The identity card turned out to be false. 
DUNF workers said they had scoured the 
vicinity after the shooting, including the 
place where the alleged assassin's body 
had been found the next morning. A criti- 
cal piece of evidence — whether a bullet in 
the body came from the gun of 
Athulathmudali's bodyguard — was not 
immediately produced. And the terms of 
reference for the Scotland Yard team, 
sources said, allowed it to give advice only 
on general questions of procedure. 

Some analysts saw a wider pattern of 
conspiracy. A week earlier, the Defence 
Ministry had circulated an unusual warn- 
ing that LTTE killer squads were loose in 
Colombo, aiming at a wide range of politi- 
cal figures. To the opposition, this seemed 
implausible and the warning intended 
more to justify a security crackdown 
against themselves. Right up to an hour 
before the 23 April meeting, Athu- 
lathmudali was receiving death threats by 
telephone. Yet no police were assigned to 
the meeting, and the DUNF was refused 
permission to hold it in a nearby park that 
would have provided a more open and 
secure space. When the assassination took 
place, a localised power blackout darkened 
the area away from the podium, which was 
lit by a generator. 

DUNF and other opposition parties 
pointed to a Tamil group called the Eelam 
People's Democratic Party (EPDP) as the 
likely perpetrators, acting on behalf of UNP 
figures. Allowed by the authorities to carry 
arms and given free movement in Co- 
lombo, the EPDP acts as a counter-force to 
the LTTE within the city's large Tamil popu- 
lation. 

But unless the aim was to provoke vio- 
lence to excuse postponement of the elec- 
tions, the assassination could be damaging 
to the UNP. Rightly or wrongly, it has 
brought back a stigma of brutality to the 
government. DUNF has in Gamini Dis- 
sanayake a leader of much the same stat- 
ure as Athulathmudali, and may now cap- 
ture a large sympathy vote. = 
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| This can best be achie xd thre 
| certed effort involving $ uth Korea, the 
| US, Japan, China, Russia and the UN. 
| In a nutshell, North Korea faces two 
| options: it can develop nuclear weapons as 
| a means for survival and security at the 

grave risk of incurring sanctions or it can 
| decide to concentrate on economic deve- 
| lopment with the cooperation of the US, 
| Japan and South Korea. We can call the 
former the "political imperatives" and the 
latter "economic imperative." It is most 
desirable that the economic imperative pre- 
vails in the North as seems to be happen- 
ing in China and Vietnam. 

North Korea's exit from the NPT has 
| raised serious doubts about the leader- 
| ship's pledge that it has neither the inten- 
| tion nor the capability to develop nuclear 
, weapons. If this is true, there would seem 
_ to be no reason to pull out of the NPT or to 
reject inspection by the International 
_ Atomic Energy Agency (IAEA) of two sus- 
_ pected nuclear waste sites in Yongbyon. 

, . The six inspections already carried out 
|. by the IAEA are said to have revealed that 
Pyongyang has produced a substantial 
. amount of plutonium on at least three 
separate occasions, not just "a small 
amount" on one occasion only as reported 
by Pyongyang. The IAEA’s findings led to 
the request for a special inspection which, 
in turn prompted Pyongyang to announce 
on 12 March that it was quitting the NPT. 
Finally, on 1 April a special IAEA board 
meeting, at which China and Libya were 
the only two dissenters, resolved to report 
Pyongyang's non- compliance with the 
NPT's safeguard requirements to the UN 
Security Council. The IAEA took this un- 
precedented step after Se that it 
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University in Seoul. 


he Options for North Korea 


had exhausted all means of persuading 
Pyongyang to change its behaviour. 
Fortunately, though, there is still a 
chance of a solution. Pyongyang's with- 
drawal from the NPT does not become effec- 
tive until 12 June. Thus there is still time for 
the Security Council and its permanent 
members to persuade Pyongyang to reverse 
its policy through collective diplomacy. 
Should Pyongyang persist in its refusal 
to cooperate with the IAEA beyond 12 June, 
the Security Council will be forced to ap- 
ply coercive diplomacy, starting with eco- 
nomic sanctions. Before resorting to such 
sanctions, all concerned countries and or- 
ganisations must work together to induce 
the North to abandon its nuclear ambitions 
in favour of an economic development 
strategy. This task requires a synchronisa- 
tion of diplomatic endeavours by South 
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Korea, the US, Japan, Russia, China and 
the UN. 

South Korea should take the initiative 
in this process by convincing the North of 
the benefits of changing its position on the 
NPT. The new Kim Young Sam government 
has already made it clear that it is inter- 
ested in improving relations with the 
North once the nuclear issue is resolved. If 
some progress is made in this direction 
Pyongyang might be provided with a face- 
saving way of returning to the NPT. 

second, South Korea, the US and Japan 
must continue to work together to induce 
the North to abandon its defiance of the 
NPT. The fact that these countries have left 
the door open for constructive dialogue 
with the North shows that they are not try- 
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ing to "strangle North Korean socialism” 
as Pyongyang fears. 

Third, the IAEA and the UN must 
broaden their diplomatic activities aimed 
at making North Korea abide by the global | 
non-proliferation code of conduct. The UN | 
secretary-general should lead a special mis- | 
sion to Pyongyang as early as possible with |. 
representatives from all five permanent | 
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members of the Security Council to stress 


the importance of preventing the spread of | 
nuclear weapons. 


astly, these actors must convince | 
China of the need for collective ac- 


tion to influence North Korea con- | 


| 

| 

| 

| 
structively. Peking took part in collective | A 
decisions that led to the Gulf War, the I P 
Cambodian ceasefire, and the peacekeep- |. 
ing operation in Somalia. Its position as | 
supplier of about 1 million tonnes of oil: | E 
per year and a substantial amount of food | 
to North Korea makes it the regional | | 
power with perhaps the greatest leverage | 
over North Korea. 

Should China try to distance itself from 
efforts to influence North Korea, as it did 
at IAEA's special board meeting, however, 
it would be difficult for the US, Japan and 
South Korea to maintain their mutually 
beneficial economic relations with Peking. 
How China acts on this issue, therefore, 
will be a litmus test of its sincerity in advo- 
cating peace and development. 

What if Peking showed that it was re- 
signed to the prospect of a nuclear North 
Korea? It is inconceivable, in such a situa- 
tion, that the US could maintain most | 
favoured nation status for China or that | 
Japan could continue to provide yen cred- 
its. Nor would South Korea continue to | 
make investments in China. It is equally | 
hard to imagine how China could defy a | 
clear-cut international consensus on sanc- | 
tions against North Korea if this was ar- | 
rived at after all other diplomatic efonts 
had been exhausted. E 

One can only hope that Peking succeeds. : 
again in persuading Kim to change his sui- l 
cidal course on the nuclear issue, for the | | 
international community is united in op- | 
posing Pyongyang's attempts to destroy | 
the NPT regime. If persuasion fails there | 
will be unforeseeable consequences for 
peace and stability of the whole region. wm | 
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JAPAN 


Time for a Change 


Ichiro Ozawa threatens to split ruling party 


politics today may be Ichiro Ozawa. 

Seen by many as the probable front 
runner in the next generation of Japanese 
leaders, the 50-year-old go-playing politi- 
cian nevertheless has a controversial back- 
ground. 

Ozawa first made his mark as the pro- 
tege and heir-apparent of Shin Kanemaru, 
the notorious Liberal Democratic Party 
(LDP) power broker who was forced to re- 
sign from parliament in November 1992 
after he had pleaded guilty to accepting 
Y500 million (US$4.5 million) in illegal cam- 
paign contributions. 

Kanemaru's fall provided a severe 
shock to the system, not least because he 
was the leader of the Takeshita faction, the 
largest of the LDP’s four main intra-party 
groupings. But for Ozawa at least, the tur- 
moil created by his boss' departure seems 
to have opened up new political horizons. 

Ozawa and former finance minister 
Tsutomu Hata broke away from the Take- 
shita faction last December, leading à 
group of mostly young MPs to form a new 
faction called Reform Forum 21. It is 
widely assumed, however, that Ozawa's 
ultimate objective is to split the LDP and 
launch a far reaching political realignment, 
which could mean the breakup of Japan's 
post-World War II party structure and the 
end of the LDP's 39 years of unbroken one 
party rule. 

Sceptics in the LDP, including some of 
Ozawa's own followers, have questioned 
whether he will actually leave the party 
before the next general election, due by 
February 1994 at the latest. But Hata's re- 
fusal of an offer from Prime Minister Kiichi 
Miyazawa to replace the ailing Michio 
Watanabe as foreign minister convinced 
many doubters that the Reform Forum 21 
group is serious about challenging the po- 
litical status quo. 

As secretary-general of the ruling party 
under former prime minister Toshiki Kaifu, 
Ozawa fought for direct Japanese partici- 
pation in the US-led Gulf War alliance and 
assembled the parliamentary coalition that 
finally approved Japan's US$13 billion con- 
tribution to the war. He is prominent 
among those politicians who advocate re- 
vising or reinterpreting constitutional re- 
straints to allow Japan to take part in col- 
lective security arrangements. 

Reform Forum 21 strongly backs re- 
forming Japan's electoral system so as to 
reduce the opportunities for corruption, 
and Ozawa and Hata have both hinted that 
their group might support a no-confidence 
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motion against the Miyazawa cabinet if a 
reform bill is not passed in June. Ozawa 
discussed his political strategy in an exclu- 
sive interview with Tokyo bureau chief 
Robert Delfs. Excerpts: 


What everyone wants to know is whether 
the Hata-Ozawa group will break away 
from the LDP. If the political and electoral 
reform bills are not passed by the end of 
the parliamentary session in June, would 
that be your cue to leave the party? 

Our aim is not electoral system reform 
in particular, nor any of the other political 





€ The problem is 
that a single party 
has held power 
for almost 
half a century e 


reforms currently being proposed. What 
we want is to transform post-war Japanese 
politics itself, and all these reforms are sim- 
ply means to that end. But electoral reform 
has immense implications for professional 
politicians. So while I say this is merely a 
means, it is a particularly effective means, 
and something we certainly intend to real- 
ise during the current session of parlia- 
ment. 

If the prime minister truly exercises 
leadership, then I think some kind of re- 
form can be achieved. But if this fails, it 
will be because the prime minister failed to 
exercise leadership, and if that happens, we 
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will have no choice but to call his responsi- 
bility into question. 


Your critics question your qualifications 
to lead political reform because of your 
long association with former deputy 
prime minister Shin Kanemaru. Many say 
you must have participated in — or at 
least known about — the system of cor- 
rupt money politics in the LDP. 

Those who have criticised me confuse 
political issues with personal relationships, 
perhaps unwittingly in some cases, but in- 
tentionally in others. 

If the mere existence of a personal rela- 
tionship determines everything, then [what 
about the personal relationships between] 
Kanemaru and former prime minister 
Noboru Takeshita with former prime min- 
ister Kakuei Tanaka? Tanaka was charged 
with a criminal offence [in the Lockheed 
bribery affair] long before any of this took 
place. Does that mean Takeshita should 
never have become prime minister and 
Kanemaru should not have become deputy 
prime minister? 

If personal relationships are so crucial 
we would also have to inquire how Prime 
Minister Miyazawa reached his present 
position. Essentially, he was nominated by 
Kanemaru. 

| have told everyone that I am sorry that 
the person I was closest to personally 
ended up in this way . . . But this was not 
something that I could have known about, 
nor was I involved, so I do not see any 
reason to restrain my own actions. Rather, 
this case simply shows how necessary po- 
litical change has become. 

The underlying problem is that a single 
party has held power in Japan for almost a 
half century. My fear is that things in Ja- 
pan will go completely crazy if things are 
allowed to continue as they are. 


If a coalition government including your 
own group takes power within the next 
year or so, what will be the implications 
for Japan's foreign policy? 

| don't know whether this will happen 
within one year, but in any case, a system 
where a transfer of power is possible 
should come sometime in the near future. I 
want to make that happen. 

I doubt that there would be any major 
changes in Japan’s foreign policy [under 
such a system]. Rather, I think, Japan's poli- 
cies will become clearer and more active. 
Of course, I mean "active" in the positive 
sense of the word. 


In the past the LDP was sustained in power 
by the imperatives of the Cold War. Now 
that the Cold War is over, would you agree 
that both the LDP and the Social Demo- 
cratic Party of Japan have lost their raison 
d'étre as political parties? 

If the LDP continues as before then, yes, 
| believe its role has ended. Simply dissolv- 
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ing the LDP altogether would be one possi- 
ble road. Either that, or the LDP should re- 
form itself with a resolve comparable to 
what would be needed to dissolve it alto- 
gether. 

As for the opposition parties, they can 
no longer be called parties in the real mean- 
ing of the word. But we must somehow 
include them in whatever political realign- 
ment or reform eventually takes place. 


Where do you see the main cleavage with- 
in the LDP? Is it a matter of tensions be- 
tween politicians with an elite bureaucra- 
tic background and those with a non- 
bureaucratic background, or is there a 
generational gap? 

All these elements are there to a certain 
degree. But these factors simply shape in- 
dividual politicians' character and way of 
thinking. The fundamental cleavage relates 
to the fact that Japan's politics is a bureau- 
cratic construct. Our politics does not be- 
long to the political parties, which is to say, 
the people. Rather, the LDP and the opposi- 
tion parties both stand vis-à-vis the bu- 
reaucracy, which is the government. 

This particular mechanism of Japanese 
politics has now reached its limit. Some 


 enlightened bureaucrats already realise | 


this, and are waiting for the emergence of 
real politics. 


Is it necessary to revise or reinterpret the 
Constitution in order to strengthen Ja- 
pan's international role and bring about a 
new politics? 

Whenever this question comes up, it is 
always really about Article 9 [the so-called 
peace clause]. The Constitution has become 
a symbol of the comfortable and easy-go- 
ing politics Japan has enjoyed under the 
Cold War structure. But in order to return 
politics to the politicians and political par- 
ties — which means returning it to the peo- 
ple — we need a framework in which con- 
stitutional issues can at least be discussed 
in parliament. 

If the Constitution needs to be changed, 
we will change it. But in any case, we need 
the framework to enable such a discussion. 


Your approach resembles in some re- 
spects the policies of former prime minis- 
ter Yasuhiro Nakasone. But you have also 
sought to distance yourself from the tradi- 
tional right wing concerns that made peo- 
ple outside Japan nervous about Naka- 
sone. 

Nakasone's policies do coincide at vari- 
ous points with my position. But his views 
are built on top of the existing political sys- 
tem. He assumes that the existing political 
system is good and correct. On this I differ 
with Nakasone fundamentally. Nakasone 
is someone who can take the initiative in 
leading reform, but only by giving direc- 
tions in a top-down manner. I believe in 
active, open debate. z 
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HONGKONG 


Middle of Nowhere 


Political polarisation m— centrist parties 





By Tai y Tai Ming Cheung in Hongkong 
= or most Hongkong people, political 


options in the colony are now repre- 

sented by two camps defined by 
their support or opposition to Governor 
Chris Patten’s plans to introduce limited 
democratic reforms. 

This is frustrating for Anthony Cheung 
and his colleagues. Cheung is the chairman 
of Meeting Point, the largest of the colo- 
ny's handful of small centrist liberal par- 
ties. Cheung says the disappearance of the 
political middle ground in the Sino-British 
confrontation makes him "uncomfortable." 

Along with the Asso- 
ciation for Democracy 
and People's Livelihood 
(ADPL) and the Hongkong 
Democratic Foundation, 
Meeting Point wants 
more’ democracy for 
Hongkong but does not 
want to unduly antago- 
nise China. How these 
parties work out this di- 
lemma will have a major 
impact on their political 
fortunes, as well as pros- 
pects for the emergence of 
a new local power centre 
in the transition to Chi- 
nese sovereignty. 

The question of 
whether to support Pat- 
ten or China does not 
trouble Hongkong’s two main parties. The 
newly renamed Liberal Party, formerly 
known as the Conservative Resources Cen- 
tre, opposes the governor's reform plans to 
speed up the colony’s democratic evolu- 
tion. The United Democrats of Hong Kong 
(UDHK), led by Peking critic Martin Lee, are 
fully behind Patten. In the 60-seat Legisla- 
tive Council (Legco), the Liberal Party 
holds 17 seats while the UDHK has 13. 

Meeting Point is the third largest party, 
though it lags well behind the other two 
with only four seats. The ADPL and Demo- 


_ cratic Foundation each have a single legis- 


lator. Despite their lack of seats, however, 
these centrist parties could make a signifi- 
cant difference in the event that the large 
group of remaining independent func- 
tional — or occupationally based — con- 
stituency legislators are evenly split over 
Patten's plans. 

But Cheung says that months of con- 
stant attacks by China have worn down 
many of the independent legislators. He 
believes that even if Patten's reform pack- 
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Martin Lee’s UDHK is 
unacceptable to Peking. 


age is introduced to Legco, his proposals 
are likely be watered down. 

Two of Patten’s reforms that have 
drawn the most Chinese fire will face some 
modifications, Cheung says. He anticipates 
the move to enlarge the voter base of func- 
tional constituencies is unlikely to get suf- 
ficient votes to be approved, while Patten's 
proposal to set up an electoral college com- 
prising District Board members will be 
amended. Although Meeting Point and the 
Democratic Foundation say they will back 
the functional constituency changes, ADPL 
director Hui Kam Shing says his party has 
serious reservations on the measure be- 
cause of major flaws be- 
hind the concept. 

ADPL's ambivalence to 
parts of Patten's propos- 
als reflects its closer ties 
to China than the other 
parties. One political sci- 
entist says that while the 
ADPL has no ideological 
problems cooperating 
with China, it needs to be 
seen to be standing up for 
Hongkong's interests. 

Hui says the ADPL 
stands at the margin of 
China's tolerance. “They 
can currently accept and 
communicate with us, 
but if we become more 
critical then they would 
see us as anti-patriotic." 

The ADPL hopes to double its Legco 
seats in 1995 to two, but Meeting Point and 
the Democratic Foundation are more 
guarded about their chances as the elec- 
tions are likely to be hard fought. Besides 
the UDHK and the Liberal Party, other chal- 
lengers to these centrist parties will include 
the pro-China Democratic Alliance for the 
Betterment of Hongkong, which is running 
on à populist platform. 

Before the first Legco elections in 1992, 
the Democratic Foundation had four seats, 
but lost two of them in the elections and 
another when one of its founding mem- 
bers defected to Meeting Point. 

Democratic Foundation chairman 
Patrick Shui regards Meeting Point and the 
ADPL as “free lunchers" who advocate so- 
cialist-style economic policies. The Demo- 
cratic Foundation's economic and social 
policy platform is much closer to the Lib- 
eral Party, but Shui says the key difference 
between them is that the Liberals do not 
want to win political legitimacy through 
the ballot box. = 
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Points from Julian Ogilvie Thompson’s 


1992 Chairman’s Statement 


4 he years was a testing one for | 
DeBeers and the whole diamond 
| industry. Nevertheless we came 
dough with. stability. restored in the 
market — proof once again of the efficacy 
of De Beers’ system of single channel | 
marketing for rough diamonds and of ilis 
commitment of the world's major 





producers to that system. 
|. [tis especially at times like these 
that the Central Selling Organisation - 
(CSO) fulfils the function for which it was 
created and proves its worth, not only to 
producers but to all sections of the industry 
which benefit from its stabilising role. 


The diamond market 
In the second half of 1992 the market 


was influenced by two crucial factors: the 
widely forecast upturn in world economic 


activity failed to ateri and the surge 
in illicit production and theft of diamonds 
from Angola. The combined effect was to 
curtail demand for rough diamonds from 
the CSO below the level forecast for 1992. 

De Beers/Centenary immediately took 
steps to stabilise the situation and to 
strengthen the balance sheet. by restricting 
the increase in diamond stocks and 
borrowings: we signalled a probable 
reduction in the year's profits and final 
dividend; we reduced deliveries from 
contracting producers under the quota 
system by 2596; we held back those 
diamonds in weak demand and made 
substantial purchases on the open market - 
testimony. to our financial strength. 

By early 1993 balance had been 


restored i in the cutting centres and the 
February price increase was readily 


absorbed. The increase was mainly in the 








size ranges above three quarters of a carat, 

reflecting strong demand in these | 

categories. CSO sales during the first three 

sights of 1993 have been very good - 
although influenced by a number of 

exceptional factors, which are unlikely 

all to persist. 










Venetia mine 


y De Beers’ ability to 
arket during difficult 

tus, together with its close 
'artners, as the world's 
ucer of gem diamonds by 


roup producers might be less 

z at the CSO could perform 
“its ¢ id historic role, and thus 
preserve the single channel marketing 
system, if they were not sure that. the 
major part of the world's production Was 
solidly linked to De Beers. — 

That link was strengthened by the 
commissioning of South Africa’s newest 
diamond mine. Venetia was officially 
opened in August 1992 by our former 
Chairman Mr. H.F. Oppenheimer. 

In terms of technical innovation, 





plant design and environmental practices, 


“Venetia has set new standards for the 
| industry. It will be an important long. 


term contributor to De Beers’ profits, 
and will ensure the continuity of direct 
De Beers’ production in South Africa. 


? 
Prospects 


Overall retail sales in the major 
markets in 1992 matched those of the 
previous two years both in dollar value 
and pieces sold, although sales were 
slightly down in local currency 
terms. Signals from the retail markets 
are mixed, but it is encouraging that in 
these difficult times diamond jewellery 
sales have been maintained. Consumer 
attitudes to diamonds remain strong 
and the mood in the cutting centres is 
cautiously optimistic. 

Our balance sheet remains extremely 


| strong and the burden of stocking is 


being shared between ourselves and the 
other producers. We shall continue to 
fulfil our traditional role of stabilising 
the diamond market in the interests of 
all. Our industry is soundly based and 
well placed to prosper as soon as world 
economic activity again gathers - 
momentum. 


The full Chairman's Statement with the Annual Reports of the two Companies 
Jor the year ended 31st December 1992 has been posted to registered shareholders, Copies may be 
obtained by writing to the London address below. 


DeBeers Consolidated Mines Ltd 





 DeBeers Centenary. AG E 


De Beers Consolidated Mines Limited (Incorporated in the Republic of South Africa), 
London Office, 19 Charterhouse Street, London EC1N 6QP. 


De Beers Centenary AG (Incorporated under the laws of Switzerland), 
Head Office, Langensandstrasse 27, CH-6000 Lucerne 14, Switzerland. 
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PHILIPPINES 


Who’s in Charge? 


Anarchy threatens talks with Muslim rebels 


By John McBeth in Manila 
erhaps lulled by the festive atmos- 
P phere, a Philippine Marine patrol fol- 
lowed guests at a Muslim wedding 
on the southern Mindanao island of 
Basilan last February into the worst am- 
bush in the corps' history. 

The Marines had ventured beyond a 
self-imposed perimeter in an attempt to ac- 
complish a task that had defeated local 
police. They were there to serve a sub- 
poena on the bridegroom, one of the more 
than 230 such writs that are outstanding 
on an island where poverty and lawless- 
ness go hand in hand. When the smoke 
cleared, 25 Marines lay dead and the scene 
was set for a military crackdown on what 
were widely reported to be elements of the 
separatist Moro National Liberation Front 
(MNLF). 

It now seems clear however that if the 
assailants were ever associated with the 
MNLF, their links today are tenuous at best. 
Conflicting statements from the MNLF itself 
only added to confusion over the incident. 
Front leader Nur Misuari, who has lived 
for most of the past 15 years in the Middle 
East, claimed credit for the crossroads am- 
bush in a Saudi newspaper. MNLF repre- 
sentatives in the Philippines asserted the 
killings were in retaliation for the rape of a 
Muslim woman, but then appeared to drop 
the claim when challenged to provide evi- 
dence. 

Similar confusion over the kidnapping 
of a priest in Basilan and a series of bomb- 
ings on the Mindanao mainland in the 
lead-up to recent gubernatorial elections all 
point to the MNLF's diminished ability to 
control many of its followers. The weak- 
ness of the MNLF has become a crucial is- 
sue now that talks are about to start with 
the government on the question of Islamic 
self-determination in Mindanao. Increas- 
ingly anarchic local conditions could make 
any agreement meaningless, analysts say. 

Agreement to begin peace talks before 
the end of June was announced after a 
meeting in Jakarta on 14-16 April between 
Misuari and a Philippine Government 
panel headed by congressman and former 
army general Eduardo Ermita. The govern- 
ment has agreed to allow the Organisation 
of Islamic Conference to act as a facilitator 
at the talks, which will be held somewhere 
in Mindanao. 

The decision to start talking is an im- 
portant breakthrough for the Ramos gov- 
ernment's campaign to heal differences 
with rebel and dissident groups through- 


out the country. But analysts are doubtful 
about the success of the talks so long as 
they are based around the full implemen- 
tation of the 1976 Tripoli Agreement, which 
ended years of bloody hostilities. The docu- 
ment promised autonomy for 13 Mindanao 
provinces, many of which had or now have 
Christian-dominated populations. It also 
allows the MNLF to establish its own secu- 
rity force. 

“Imelda |Marcos, wife of then president 
Ferdinand Marcos] signed that document 
knowing full well it would not and could 
not be honoured by the government,” says 
one experienced observer. “Before the cur- 
rent talks go anywhere, both sides will 
have to agree to make adjustments in the 


Misuari at the 1986 peace talks with Manila. 


light of present-day realities.” 

“There is such a thing as fatigue on all 
sides,” says Haydee Yorac, who leads the 
National Unification Commission, the cen- 
tral government body charged with over- 
seeing such negotiations. “The MNLF real- 
ises that the funds are drying up and that 
their people in the field are getting restless 
and out of control.” 

Yorac says the Tripoli accord will still 
be used as a starting point, though she ac- 
knowledges that many areas of imple- 
mentation remain problematic. The MLNF 
has repeatedly accused Manila of failing to 
implement the agreement, using the words 
“colonialism” and “genocide” to describe 
current government actions. 

Because it did not conform to the Tripoli 
provisions, the MNLF opposed the govern- 
ment's 1990 referendum in which only four 
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Muslim-dominated provinces — Lanao del 
Sur, Maguindanao, Sulu and Tawi Tawi — 
voted to join the now-formed Autonomous 
Region of Muslim Mindanao. Yorac feels 
Misuari has scaled down his demands, but 
she points out that even if the MNLF wants 
more provinces included, the constitution 
stipulates that the decision to join can still 
only be made by plebiscite. 

President Fidel Ramos, for his part, has 
been encouraged by the "credible and hon- 
est" March elections in the four provinces 
which were remarkably free of violence. 
He also maintains that while Misuari stuck 
to his old position in Jakarta, the joint com- 
munique recognises that national sover- 
eignty and territorial integrity will prevail 
in any negotiations between the two sides. 

The MNLF has been largely moribund 
since Misuari and then president Corazon 
Aquino signed a second peace accord in 
1986. Officials still put the strength of the 
organisation at about 12,000, but intelli- 
gence sources believe the number of armed 
fighters they can field is probably much 
lower than that. 

Some former MNLF commanders have 
become political figures of regional and, in 
some cases, national stature since the fight- 
ing ceased. Many, however, have simply 
carved out fiefdoms for themselves, par- 
ticularly in the island chain south of Mind- 
anao where corruption, smuggling, kid- 
napping and piracy are still a way of life. 

The recent abduction of Fr Bernardo 
Blanco, the Catholic priest kidnapped in 
Basilan, has only served to underline this 
fact and, perhaps more importantly, to ex- 
plain the MNLF's confused position over the 
Marine ambush. The kidnappers were 
identified in official reports as a breaka- 
way faction of the MNLF, led by Jul Jilan, 
which had subsequently handed over the 
priest to Abu Sayyaf, a so-called "extrem- 
ist group." 

The MNLF's local commander, Bashier 
Jailani, reportedly sought to secure 
Blanco's freedom, but when Interior and 
Local Government Secretary Rafael 
Alunan flew to Basilan expecting to pick 
up the priest he was furious to discover 
nothing had happened and that the hos- 
tage was still being held in the mountain- 
ous centre of the island. Returning empty- 
handed to Manila, Alunan authorised the 
release of an armed forces statement which 
said Abu Sayyaf's refusal to free Blanco 
had embarrassed Misuari and demon- 
strated the limitations of his leadership. 

If the MNLF was embarrassed over the 
whole affair, the administration had egg 
on its face as well. "The government 
should be able to understand the situation 
because it has the means to gather infor- 
mation and to adjust its actions on the ba- 
sis of that information," said one well- 
placed source. "But it just seems to be re- 
acting to whatever happens. There is no 
clear policy direction." * 
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him as a man 
greater than 
Mao who has 
succeeded 
where Mao 

failed e 
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Deng, Ever the Pragmatist, 
Is Praised for His 'Theory' 





munist Party was held last October, hardly a 

week has gone by without some leader in Pe- 
king exhorting the Chinese populace to learn from 
"the theory of Deng Xiaoping." 

This is quite remarkable, considering that Deng 
had always been someone known for his pragma- 
tism, not theory. His most quoted saying, after all, is 
the utterance: "It does not matter if a cat is black or 
white so long as it catches mice." Deng's utterances, 
now known as his "theories," are being propagated 
through a 200,000-word book, which contains his 
words of wisdom since 1978, when he returned to 
power in the aftermath of the death of Chairman 
Mao Zedong and the downfall of the Gang of Four. 

The reason Deng's utterances are being referred 
to as his "theories" lies perhaps in the traditional 
Chinese belief in reverence for one's ancestors and 
predecessors. Chinese, unlike Westerners, do not 
honour their elders by, say, naming their children 
after them. It was, in fact, taboo for anyone to use 
any name of any of his ancestors. Doing so would 
be a sign of grave disrespect. 

Peking, probably to differentiate Deng from 
Mao, had to come up with a different term to de- 
scribe Deng's quotations. The word "theory" was 
deliberately chosen to show that Deng is not quite 
on the same level as Mao. He does not have 
"thoughts." 

Similarly, Mao was never described as having 
initiated an ideology. While Chinese use the terms 
"Marxism" and "Leninism," they never use the term 
“Maoism.” Such is the deference that they felt for 
Marx and Lenin that they felt they could not put 
Mao on the same level. And now, again for fear of 
lése-majesté, they credit Deng not with "thoughts" 
but with "theory." 

Such an attitude is very much in the Chinese 
tradition, no matter how much the communists 
wish to think of themselves as revolutionaries who 
oppose tradition. 


= ver since the 14th Congress of China’s Com- 





Thus, Sun Yat-sen, founder of the 
Kuomintang (KMT), held the post of 
tsung li, or party president, for life. 
After his death in 1925, the position 
of tsung li was not filled because it 
was thought disrespectful to Sun for 
any other person to use his title. 
Thus, when Chiang Kai-shek 
emerged as the party’s leader in the 
late 1930s, the party constitution was 
modified to permit his election as 
tsung tsai, or director-general, a rank 
equivalent to that of party president. 

Similarly, after Chiang Kai-shek's 
death in 1975, the KMT decided to 
retain the title of director-general in- 
tact in the party constitution in com- 
memoration of Chiang, but to leave 
that post permanently unfilled. In- 
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stead, a new title for party leader was created, that 
of party chairman, a post that was held by his son, 
Chiang Ching-kuo. 

Ironically, at about the time the KMT adopted the 
title chairman for their party’s leader, the Commu- 
nist Party decided to drop it. Mao had been party 
chairman until his death in 1976. His hand-picked 
successor, Hua Guofeng, inherited the title briefly, 
but after Deng Xiaoping came to power the title of 
chairman was abolished. The head of the Commu- 
nist Party is now called the general secretary. 

This practice finds antecedents that go far back 
into Chinese history. During the imperial era, the 
custom was that a chair on which the emperor had 
deigned to seat himself should henceforth be dedi- 
cated to him, no other person being deemed worthy 
of sitting in it. 

The Jesuit missionary Adam Schall, who worked 
in the court of both the late Ming and early Qing 
emperors as an astronomer in the 17th century, 
wrote about this custom. Schall received occasional 
visits from the emperor, a young man known to 
history as Shunzhi. The young emperor used to ask 
questions about a host of subjects, displaying an 
enquiring mind that was open to new ideas. Ap- 
pearing without any announcement and making his 
way straight to Schall’s room, he refused any 
special chair, sitting down where he felt like it — 
on the bed, a chair by the work table or a simple 
bench used by ordinary visitors or pupils. Because 
of this, Schall once remarked a little mischievously 
to his guest: “There is hardly anywhere in the room 
where you, sire, have not sat down; what are we 
others going to sit on from now on?” Shun-chih 
took him up quickly: “Do as I do and sit where you 
want to.” 


being observed in certain parts of China. A 

restaurant in Sichuan province, for example, 
had sealed off a room in which Mao had been en- 
tertained. A chair that had held his august bottom 
was raised to the ceiling and held aloft with ropes 
to ensure that no other person would defile that 
sacred object by attempting to sit in it. 

Ironically, while the use of the term "theory" re- 
flects modesty on Deng’s part in not putting his 
own utterances on a par with Mao's "thoughts," 
Deng's supporters, quite immodestly, are touting 
him as a man greater than Mao, one who has suc- 
ceeded where Mao failed. 

The official Beijing Review, in an article describ- 
ing Deng as "the man who made history," eulo- 
gised him by saying that Deng "has enriched and 
developed Marxism-Leninism and Mao Zedong 
thought in many respects. Moreover, Deng's theory 
has answered the fundamental question of how to 
build a modern socialist country in China. This was 
the problem to which Mao, the leading founder of 
the People's Republic, failed to find an answer." m 


E in the late 1970s, a similar custom was 
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TRAVELLER’S TALES 


he tourists started coming 20 years 

| ago, when Pha Dua was still a mar- 

ket town for opium. Now the opium 

has long gone, but the tourists have multi- 

plied. On a busy day, the village of 900 
may receive 300 visitors. 

Yao high priest Leh Tsan Kway wel- 
comes the change. "Tourism has made life 
better, he says. "Before, we could only 
survive by planting crops. Now, we can 
also sell souvenirs to tourists. We are bet- 
ter off, and less dependent on agriculture." 

Such views would please the Tourism 
Authority of Thailand. The Thai Govern- 
ment has encouraged hill farmers to adopt 
tourism as another way to replace the in- 
come once brought by opium. But unlike 
more obvious substitutes such as cabbages 
and strawberries, tourism provides income 
without agriculture. Traditional shifting 
cultivation has deforested much of upland 
northern Thailand, and many conserva- 
tionists claim that new cash crops cause 
water pollution and soil erosion. 

"Tourism dominates our daily routine," 
Leh Tsan Kway explains. "Every day we 
set up stalls to sell goods to tourists. The 
first coaches arrive before 9 a.m. Tourists 
spend 20 minutes taking photographs and 
then drive on to the next hill tribe. We are 
the most accessible Yao village in the area, 
and so get many coach trips." 

Pha Dua has always benefited from its 
location. Yao tribespeople founded the vil- 
lage 45 years ago when they left northern 
Laos to avoid taxes from Pathet Lao forces. 
During the 1960s, Pha Dua supplied and 
traded opium under directions from the 
Chinese Kuomintang settlement 15 kilome- 
tres away at Doi Mae Salong. Today, the 
site near Mae Chan in Chiang Rai prov- 
ince is a popular staging post for tourist 
trips to more famous sites in the Golden 
Triangle such as Mae Sai and Chiang Saen. 

"We enjoy waiting for tourists," says 
Jong Taye Sioo. At 29, she depends on 
tourism to feed her two children and aged 
mother. "We buy wooden elephants, 
opium pipes and other trinkets at a market 
in Burma. We also embroider hats and 
clothes." Tourists are mostly middle-aged, 
on package tours from Europe or Japan. 
They bargain for goods and watch street 
scenes of women in traditional indigo 
gowns, and children in scarlet bobble hats. 
"| prefer French tourists to Japanese," Jong 
Taye Sioo jokes. "They bargain less, and 
appreciate my needlework more." 

Some people worry that tourism on this 
scale might damage the culture of the Yao. 
Hill tribes are the primary tourist attrac- 
tion of northern Thailand, and anthropolo- 
gists have questioned whether the poorly 


developed groups may lose identity. 

But Leh Tsan Kway is optimistic. 
"There is no problem," he says. "Most tour- 
ists stay on the main street next to the stalls. 
Sometimes important wedding festivals 
are held in houses nearby, but few tourists 
find out. In fact, we would prefer more in- 
terest in our culture. Besides, if I see villag- 
ers wearing modern clothes, | get angry 
and say they will stop the tourists coming. 
If anything, tourism enforces tradition.” 

However, tourism is still developing at 
Pha Dua, and some problems usually asso- 
ciated with cities are spreading to rural ar- 
eas. “A man from India offered to pay Baht 
15,000 (US$570) for a young Yao wife,” re- 





Yao tribesman Leh and his wife May Seng. 


ported one stallholder. “He spent an hour 
talking, but left empty-handed.” 


far, the financial benefit of stalls may 

seem positive. But stallholders away 
from Pha Dua's main gate may make two 
or three sales a day, and make just Baht 30 
or 40. 

"We get cash from tourism, but we 
couldn't survive on it alone," says Jow Kek 
Kway, a father of four. Villagers claim tour- 
ism provides on average just 25% of total 
household income. The rest comes from 
cash crops, and the value of non-cash 
crops. Money from tourism is often put 
back into agriculture. 

“Stallholders hire labour to do agricul- 
tural work," explains Leh Tsan Kway. "The 
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Pha Dua, THAILAND 


richest buy pick-up trucks. But the honest 
villagers cannot afford to buy goods to sell. 
They have to work the soil very hard.” 
Tourism, it seems, has not reduced agricul- 
ture. 

Such low returns encourage villagers to 
try their own schemes. Silverware from 
Yao villages in Nan province is sold at Pha 
Dua. Villagers have also built a “Yao Mu- 
seum” to display antiques. 





But while there is enthusiasm, business | 


acumen is questionable. "The Yao have 
built the museum 10 minutes from the gate 
where tourists arrive," complained one 
tourist guide. "Few tourists go near. Yao 
geomancy, the folklore guiding the loca- 
tion of buildings, prevented its location 
near the gate." 


Another failure is the purchase of sou- | 


venirs bearing the name "Nepal" from the 
market in Burma. Tourists laugh at the 
mistake, but it suggests Yao culture is 
unready to manage tourism thoroughly. 
Perhaps not surprisingly, Pha Dua dis- 
appoints many tourists. Advertising sug- 
gests hill tribes are remote and primitive. 
“We did not come here to buy wooden el- 
ephants," a French woman said. "Why are 


these people so commercialised?" 
- ism may change from coach trips to 
resort and hotel development. 
Neighbouring Akha villages have already 
sold land to a Bangkok developer, and in 
199] a Taiwanese group in league with lo- 
cal Chinese offered to buy woodland above 
Pha Dua. "We used to be controlled by the 
Chinese at Doi Mae Salong," says Lek Tsan 
Kway grimly. "It seems we will be in the 
future." 
As a community still dependent on ag- 
riculture, Pha Dua must maintain control 


ha Dua now faces the risk that tour- 


of its land in order to survive. Tourism has | 


helped substitute opium, but it has not re- 
placed agriculture. The greatest threat to 
Pha Dua is not tourism but land develop- 
ment. As the Thai Government chooses 
where to reafforest, it must decide if Pha 
Dua's value as a tourist attraction exceeds 
its role in supposedly damaging agricul- 
ture. 

"We do not want to sell land to devel- 
opers," says Leh Tsan Kway. "But if our 
land is going to be reafforested anyway, 
we may sell and leave. At present, I hope 
tourism may help us keep our tradition 
and land. But ultimately, I fear for them 
both." z 


Tim Forsyth is a freelance writer and researcher 


on environmental and development issues in 
Southeast Asia. 
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A doctor-consultant awaits customers in China's first sex shop. 
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By Anthony Blass in Peking 


nside a tiny sex shop here, two men are 

standing at the display counter debating 

the uncertain virtues of a male “thera- 
peutic ring,” a penis enlarger and a mouth- 
wash-green “masculinity beverage” in 
which a large dead frog is suspended. 

Of the three, the frog liquid, at Rmb 65 
(US$11.30), is the most expensive. It is 
clearly also not their favourite. But the 
penis enlarger is novel and promising. A 
seven-inch plastic cylinder attached to a 
manual vacuum pump, the enlarger sells 
for Rmb 49.50 and results are guaranteed, 
if used as directed. 

Finally, the two men examine a pair of 
moderately priced “male” rings, which 
serve as temporary tourniquets and, ac- 


cording to the sales pitch, are “capable of 


enhancing the sensation in sexual activity.” 
After a few minutes of what might be 
called locker-room posturing, one man per- 
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suades his friend to purchase a ring for 
Rmb 25. “Don’t buy it for yourself,” he 
says, “buy it for your wife.” 

With the opening recently of China's 
first state-run sex shop — the Adam & Eve 
Health Care Centre in Peking — it is tempt- 
ing to declare a sexual revolution in the 
Middle Kingdom, where public kissing is 
still frowned upon and pre-marital virgin- 
ity remains the ideal. “Chinese tend to be 
very shy about sex," says Wen Jingfeng, a 
36-year-old economist who founded the 
store. "We want to change that." 

That Adam & Eve exists at all suggests 
Chinese leaders are changing. While or- 
dinary Chinese long ago lost their taste for 
androgynous fashion and other Marxist 
legacies, communist officials have resisted 
the social shifts that have accompanied the 
move to a market economy. But as the 
economy opens further to Western in- 
fluence, the pursuit of money is replacing 
ideology as the driving force in China. 
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N isn sex shop offers range of devices and elixirs 


“Peking increasingly reminds me of Tai- 
wan in the 1960s, when the gov ernment 
sort of took an ‘anything goes’ attitude,” 
says William Parish, a professor of sociol- 
ogy at the University of Chicago who has 
written extensively about social change in 
China and Taiwan. “If you are going to 
make the economy really dynamic,” he 
adds, “you must have a lot of tolerance.” 

In the past few months, officials have 
permitted, among other things, a sex-talk 
radio show in Shanghai, a government 
support group for gay men in Peking and 
an official news account about a Chinese 
man and woman who exchanged sex or- 
gans. Still, nothing is quite so compelling 
as a state sex shop in the capital city of a 
country that does not encourage sex for 
pleasure, even among married couples. 

But if Adam & Eve represents the van- 
guard of a sexual revolution, it is note- 
worthy as much for what it is not as what 
it is. No coin-operated peep shows or por- 
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nography offered here; instead, you find 
items such as the zhuang yang, or “penis 
empowerment,” brief. Raincoat yellow and 
made of a rough, wool-like material, it sells 
for Rmb 59. 

Adam & Eve also offers a smorgasbord 
of time-honoured herbal medicines, creams 
and potions that claim to cure impotence, 
forestall ejaculation, prevent or promote 
pregnancy, enhance desire, halt bed wet- 
ting and protect against sexually transmit- 
ted diseases. Prices range from as little as 
Rmb 2.40 for a dozen condoms to Rmb 168 
for an all-purpose herbal spray that al- 
legedly hardens the soft, slows the speedy 
and protects against Aids and syphilis. 

And should you have a question about 
one of these products — which are dis- 
played against red velvet in well-lit glass 
cases — you need not confront a cashier 
with tattooed forearms and a fondness 
for lewd comic books. Clerks at Adam & 
Eve are state employees who wear white 
robes and, occasionally, sanitary caps, 
which is appropriate because most of 
them are trained physicians. They explain 
the stores 112 products, and offer informal 
sex counselling for those bold enough to 
ask. 

Count Zhao Yiming among the bold. A 
retired newspaper vendor with thinning 
hair and a silver goatee, Zhao asked a 
doctor about his back pain, which he sus- 
pects is exacerbated by sex. He also asked 
two "more personal" questions that he 
declined to share, but he was pleased with 
the encounter. “T aking a pill or having an 
injection is easy," says Zhao, "but it can't 
cure everybody. For a lot of people, it's 
important to have someone who will 
listen." 

Of the 300 or more customers who visit 
Adam & Eve each day, some 85% are men. 
"But when you talk with them, " says 
Wang Yan, an assistant manager, ^you dis- 
cover that many were sent here by their 
wives." The vast majority, he says, are mid- 
dle-aged men who experience periodic im- 
potence or premature orgasm. “We tell 
them it's largely psychological." 

Although sex aids are a recent 
phenomenon in Peking, organic 
elixirs were common long before 
Confucius passed puberty 2,500 
years ago and continued to be popu- 
lar after the communists came into 
power. Many of the herbal medicines 
sold at Adam & Eve also are avail- 
able at upscale hotels or dispensaries 
in Peking, but variety is limited and 
sex tips are rare. At a large gift shop 
in the Taiwan Hotel, for example, an 
embarrassed clerk confesses that she 
has never been asked about the 
store's small display of sex tonics, nor 
does she know anything about them. 

Since Adam & Eve opened on 8 
February on a residential street just 
west of the Forbidden City, many in- 
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The late Zhou Enlai's message on sex 


displayed in the shop. 


tellectuals in Peking say the store repre- 
sents one of China's bolder social experi- 
ments in more than 40 years of communist 
prudery. "Even in a big city like Peking, 
sex education is mostly trial and error, 
says a 28-year-old architect, who recalls 
only one middle school biology lecture de- 
voted to sex. "One day the teacher asked 
all the boys to leave the room and then she 
told us what to expect when we have our 
period." 

Things are worse in the countryside. 
Stories persist about young couples who 
journey to city hospitals despondent over 
their prolonged failure to conceive a child. 
Upon examination, the women are found 
to be virgins. "It still happens," confirms 
Zhu Rui, an Adam & Eve doctor. 

In a bold book published last year, Chi- 

s dean of sexology, Liu Dalin, reports 
that only a quarter of rural women "regu- 
larly" experience pleasure during inter- 
course and that about 30% of rural couples 
limit foreplay to a minute or less. His 
study, Sexual Behaviour in Modern China, 
relies on interviews with 23,000 people. He 
found that only 17% of urban couples are 

“very satisfied" with their sex lives. 

It is no accident, then, that Adam & Eve 
is part sex shop and part outpatient clinic, 
if only informally. For the curious or the 
confused, it offers illustrated brochures 


Elixirs and aphrodisiacs made in China. 
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about newlyweds, abortion, menstruation 
and birth control. The store’s founder and 
general manager, Wen, is a soft-spoken in- 
tellectual who favours black shoes and 
black slacks, dark tinted glasses and a con- 
servative blue-striped tie. Wen was granted 
a government permit for the store after 
courting a business partner with impecca- 
ble credentials: The Peking People’s Hos- 
pital. Thus, the Rmb 600,000 project is offi- 
cially state-run, and it represents a conver- 
gence, Wen says, of “medicine, culture and 
business.” 

After a slow start, sales picked up 
following a handful of press accounts ad- 
vertised the store’s unusual service. Daily 
revenues often exceed Rmb 3,000. “After 
people have been starved for 1,000 years,” 
Wen says of China’s suppressed appetite 
for things sexual, “what would you expect 
business to be like when the first restau- 
rant opens?” 

A tradition of sexual restraint has been 
enforced over the centuries, despite periods 
of relative permissiveness. China's best 
known volume of erotica, The Golden Lotus, 
was published around 1609 but has been 
banned or bowdlerised for most of the last 
400 years. In a move that demonstrates the 
inconsistency of China's policies toward 
sexual matters, provincial authorities in 
Jilin have approved plans for a racy televi- 
sion soap opera adapted from The Golden 
Lotus. In March, however, a publisher from 
Hebei province was jailed for four years 
after printing 60,000 unabridged copies of 
the book. 

But if doctors at Adam & Eve have their 
way, Chinese will not have to rely on 
guesswork froin: the Sexual imagery of: 
erotic literature. Instead, all they have to 
do is ask, and many are doing so. One 
young woman, for instance, thought no- 
thing of interrupting a doctor's integview 
with a reporter to inquire about the shop's 
breast enlargement device.’ 

Despite the store's early success, Wen 
remains wary of the sensitivity of his ven- 
ture and of the fickle communist ideo- 
logues who could make an example of him 
if things go awry. “There is always a 
possibility,” he says, “that I could be 
jailed.” 

For now, though, Wen's biggest 
concern may be a US distributor of 
sex products also called Adam & 
Eve. When told that he might be sued 
for trademark infringement if he 
markets products internationally un- 
der the same name, Wen was initially 
alarmed. But concern quickly faded 
as the savvy entrepreneur considered 
the marketing advantages of a law- 
suit and the press coverage sure to 
follow. "Publicity," he says, "is good 
for business." = 


Anthony Blass is a Henry Luce Scholar 
working for the Review in Hongkong. 
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Order and Discipline in China: The Shanghai 
Mixed Court 1911-27 by Thomas B. Stephens. 
University of Washington Press, Seattle and 
London. LIS$40. 

Shanghai Sojourners edited by Frederic 
Wakeman, Jr. and Wen-hsin Yeh. Institute of 
East Asian Studies, Berkeley. US$20. 
Creating Chinese Ethnicity: Subei People in 
Shanghai 1850-1980 by Emily Honig. Yale 
University Press, New Haven and London. 
£18.75. US$27. 

















Westerners and Western 
authority were supreme. 
Foremost among these 
foreigners were British 
taipans, one reason the 
edifices of the Bund, the 
city’s famous waterfront, 
have the look of riverside 
buildings in Liverpool. 

Within these enclaves, 
the foreigners taxed, po- 
liced and governed them- 
selves. The concessions 
were islands of political 
neutrality and peace, af- 
fording foreign and Chi- 
nese residents not only a 
much greater degree of 
personal safety than else- 
where in a China succes- 
sively ravaged by the rapine of the Taiping 
rebels, the depredations of warlords, the 
bully-boy rule of the Kuomintang and the 
brutalities of the Japanese Army, but also a 
larger measure of security — and therefore 
of profitability — for one's business and 
property. 

Part of that security rested on the pro- 
tection of private rights by legal process, 
something exotic to traditional Chinese 
thinking. Strangers to the idea of "tran- 
scendent, universal and imperative rules," 
the Chinese practised, Thomas Stephens 
argues, a "disciplinary system" for resolv- 
ing disputes and maintaining order. In 
such a system, a group authority figure 
decides how a matter should be resolved 
in accordance with what is best for the 
group in each case. 

In one example, a Shanghai witness was 
asked if he obeyed the judgment of his own 
Supreme Court. He replied: “If it is reason- 
able I will obey; if it is not I will not obey." 
By "reasonable," it transpired, he meant in 





e Huangpu 


conformity with the policies of his mer- 
chant guild. 

The focus of Stephens' scrupulous 
study, the Mixed Court of the International 
Settlement, might seem unduly narrow if 
not for the fact that this curious institution, 
uniquely combining Chinese and foreign- 
ers on the same bench, was an arena for 
the head-on collision of the two systems. 
Indeed a Hongkong reviewer finds it hard 
to resist the temptation to view what hap- 
pened there as prefiguring how "one coun- 
try, two systems" might work in practice. 
Would Stephens' conclusion that "arriving 
at any simple amalgam of the two types of 
system or any easy reconciliation between 
them" was impossible, prove true for 
Hongkong too? 

It was more than a 
clash of legal cultures; it 
was a struggle, Stephens 
suggests, between law 
and not-law. Western ju- 
risprudence, with its in- 
dependent bench and bar, 
“never caught the imagi- 
nation of the Chinese peo- 

le.” Could one reason 
for this be that though the 
Chinese system had been 
susceptible to corruption 
and political influence, 
the Mixed Court only be- 
came open to different 
kinds of corruption and 
politics? One thing it cer- 
tainly offered was ample 
proof for Dickens’ obser- 
vation that “the one great principle of the 
English law is to make business for itself.” 

Business grew with the spectacular 
surge of population. Those who lived in 
Shanghai between 1910 and 1940 saw their 
numbers triple. Refugees and migrants, 
rich and poor, poured in from the country- 
side, toughening the urban muscles of 
money, labour, crime and group loyalty. 
The areas where British, American and 
French flags fluttered beckoned to Chinese 
entrepreneurs, fugitives from Chinese law, 
dissident artists, mobsters and Marxist 
revolutionaries. If Old Shanghai fascinates, 
it’s because all life was there. 

Much of the world sees that life through 
the eyes of its foreign inhabitants. The pa- 
pers collected in Shanghai Sojourners show 
how little we would understand Shanghai 
society if we fail to grasp that cutting across 
the East-West divide were the finer fissures 
of regional Chinese identities. Shanghai 
was a city of immigrants from the prov- 
inces, where outsiders consistently out- 
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Provenance could be occupational spe- 
cialisation under another name. Few bank- 
ers, for example, did not hail from the en- 
virons of Ningbo. Hiring was arranged 
through regional networks. To fit into 
Shanghai's business culture, one began 
with such avenues of affiliation as huiguan, 
associations of people from the same na- 
tive-place. 

The tribalism and cliquism all this im- 
plied were not as bad as conventional wis- 
dom would have it. These habits did not 
retreat before the more impersonal style of 
Western business practice and, traditional 
and parochial as they were, the regional 
associations adapted flexibly to modern 
times and responded eagerly to appeals for 
wider cooperation. 

Of the divisions among Chinese, the 
most apparent was probably the one be- 
tween immigrants from Jiangnan ("south 
of the Yangtze River") and Jiangbei ("north 
of the Yangtze"). The latter, the Subei peo- 
ple of Emily Honig's crisply written study, 
Creating Chinese Ethnicity, were the "hillbil- 
lies" of Shanghai. Housed all too often in 
the city's notorious squatter settlements, 
they were a stigmatised underclass em- 
ployed in lowly jobs — such as nightsoil 
collecting and rickshaw pulling — that 
other groups shunned. 

Honig argues that, far from being bit- 
players in the Shanghai story, Subei people 
were crucial to the formation of the Shang- 
hai identity. But here she falls prey to that 
occupational disease of scholars, the exag- 
geration of the importance of their subject 
of study. Is it really true, for instance, that 
"Shanghai identity can be understood only 
in contradistinction to 'the other' against 
which it defined itself, and Subei people 
represented that 'other'"? Isn't “the other" 
far more likely to be the rest of China? 
There was Shanghai, the New York City of 
China, and there was hicksville: that was 
the way the man on the Bund omnibus 
saw it. 

Slightly simplified, her argument runs 
as follows: Shanghai's image was one of 
sophistication and urbanity; Jiangnan im- 
migrants were sophisticated and urbane, 
whereas those from Subei were poor and 
uncouth; therefore, Jiangnan people de- 
fined Shanghai's identity; in so doing, they 
excluded Subei backwardness from it, and 
so "Subei became the yardstick against 
which modernity in Shanghai was de- 
fined." 

Now, as ever, the Shanghainese meas- 
ure themselves against the world at large. 
“Big Shanghai, little Hongkong," they used 
to say. It is a gauge of how much things 
have changed that, for the new generation 
of Shanghainese, Hongkong has become 
the index of modernity. m Lynn Pan 


Lynn Pan's latest book is Tracing It Home: 
Journeys Around A Chinese Family. 
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Billion Versus 
Billion 


China and India in the 1980s by George 
Rosen. University of Chicago Press. 
US$25.95. 

The Dragon and the Wild Goose: China and 
India by Jay Taylor. Praeger, New York. 


nomic quagmires in their second and third 
decades under new regimes, and lately 
have struggled with economic reform. Yet 
one is homogenous, Leninist, responsive to 
authority and rather grey. The other is a 
diverse, cacophonous democracy so col- 
ourful that the senses cry out for a rest. 
These two books suggest that while 
China and India have faced many similar 
dilemmas, their differences have mattered 
more to the ways each responded. China, 
an autocratic and disciplined “command 
society,” in Jay Taylor’s term, has lurched 
between extremes, sometimes dazzling ob- 
servers with rapid economic successes, at 
other times evoking horror at government- 
imposed disasters. India’s pluralistic de- 
mocracy has also seen brutality, but mostly 
due to its internal social divisions. There 
the pressures of diversity work to soften 
the edges of government policy, making it 
a nation that often muddles through, strug- 
gling to surpass the “Hindu rate of 
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growth." 

While George Rosen focuses more nar- 
rowly — and in more exacting academic 
detail — on Chinese and Indian efforts at 
industrial development and reform, 
Taylor's approach is more audacious. His 
chapters cover religious and philosophical 
history, the personalities of Gandhi and 
Mao, economics, politics, sexuality, lan- 
guage, science, foreign relations and more. 

Each section is strewn with compari- 
sons. Indians are enormously creative in 
abstract mathematics, 
Rosen argues, due to hab- 
its of thought based in re- 
ligious ideas about the “ul- 
timate unreality of the [ : 
phenomenal world," while f | M 
Chinese are better at prac- |- 
tical applications of sci- 
ence, due to their more 
pragmatic and utilitarian 
philosophical traditions. 
He observes that the ap- 
peal of Gandhi and Mao 
was rooted in their ability 
to evoke traditional idioms 
— the wise saint and the 
sage emperor. And if vou 
had à hankering for a 
chapati in Tang-dynasty 
China, Indian restaurants were more plen- 
tiful in China then than they are today. 

The scope of Taylor's study makes for 
fascinating reading, but also creates prob- 
lems. He is on surer footing in some areas 
— Such as foreign relations, where he 
draws on a career as an American diplo- 
mat —- than in others, such as industrial 
policy and politics. 

It is typical of the difference between 
the books, for instance, that Rosen gives a 
meticulous account of Chinese and Indian 
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industrial policy before the reforms, while ~ 
Taylor points more succinctly to basic prob- 
lems: China’s system led to wasteful over- 
production of useless goods, while India's 
created incentives for underproduction. 

Rosen ably supports his central argu- 
ment that “political needs and restraints” 
governed the formulation and implemen- 
tation of economic reforms. China’s fewer 
political restraints allowed for bolder ini- 
tiatives as well as more dramatic reversals. 
India’s innumerable “demand groups” 
forced a softening of gov- 
ernment initiatives. 

Since these books were 
written, China has entered 
another period of spec- 
tacular economic growth 
still unaccompanied by 
political reform. India has 
pushed through bolder 
economic reforms, only to 
face a renewed explosion 
of religious violence. Both 
authors would suggest 
that China’s current boom 
is another manic episode 
in its mercurial path to de- 
velopment. India’s strife 
forces the leadership to 
continue muddling along; 
success will require a new political coali- 
tion emphasising economics and stability 
over religious fervour. In short, through 
these books we can better anticipate future 
trends. That matters, because a dramatic 
success or failure in either of these Asian 
goliaths could alter the landscape of the 
21st century. m Brewer Stone 


Brewer Stone, a doctoral candidate at Harvard 
University is writing a study of governmental 
corruption in China and India. 
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A New Order 


By taking on politically well-connected stockmarket syndicates 
who are alleged to have manipulated share prices, Bangkok’s 
. securities regulators have shown they mean business. 


-oubling your money on the Stock 
Exchange of Thailand was once a 
matter of listening for whispers that 

“Sia Song is buying.” No longer. Eleven 
months after its creation, Thailand’s Secu- 
rities and Exchange Commission (SEC) has 
moved to stop the market looking like a 
lottery in which everyone knows the win- 
ning numbers. 

On 22 April, the sec laid complaints 
against leading investor Song “Sia Song” 
Vatcharasriroj and 29 others. The commis- 
sion alleged they were the main players in 
share-manipulation syndicates that had 
helped push trading volumes on the ex- 
change to record levels in the past year. 

Brokers have generally praised the 
crackdown. The 30 names included execu- 
tives and shareholders of some of Thai- 
. land's biggest companies, some of them 
< with extensive political and military con- 
. nections. By taking them on, brokers say, 








the SEC has successfully met the challenge 
of its first year of existence. 

“The SEC has proven it can bite," says 
Graham Catterwell, local representative of 
Crosby Securities. “They have sent a clear 
signal to everyone, no matter how promi- 
nent or influential, that the authorities 
mean business." 

The complaints, which must now be in- 
vestigated and prosecuted by the Bangkok 
police department, end an SEC inquiry into 
alleged manipulation of shares of four 
companies: Rattana Real Estate, First City 
Investments, housing developer Krisda 
Mahanakorn Co. and Siam City Bank. The 
share prices of the companies soared by as 
much as five-fold during 1992 but, with 
the exception of Siam City Bank, have since 
fallen to their original levels. 

SEC deputy secretary-general Prasarn 
Trairatvorakul said that by its action, the 
agency had purged the stockmarket of the 
major sources of unfair trading that had 
blemished its reputation in the past year. If 
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the cases go to trial, the 30 accused could 
face jail sentences or hefty fines. Another 
150 stockmarket players were cited by the 
SEC for helping the syndicates. These peo- 
ple also face fines if found guilty. 

Much of the credit for the SEC's tough 
stance is being given to its secretary-gen- 
eral, Ekkamol Kiriwat, a former deputy 
governor of the Bank of Thailand, the cen- 
tral bank. Ekkamol was appointed by the 
Finance Ministry in the hope that he would 
help the agency establish a reputation for 
integrity. 

“Ekkamol’s main job has been to estab- 
lish the independence and authority of the 
SEC in the mould of the central bank," 
Crosby Securities’ Catterwell says. "This 
clean-up goes a long way towards that 
goal.” Adds Sriporn Suthipongse, director 
of Peregrine Securities in Bangkok: “Tt is 
very good for the long term." 

The crackdown was nevertheless some- 
thing of an anti-climax, having been well 
flagged by the sEC in previous weeks. Only 
the composition of the list was in doubt. 
Unlike in previous SEC actions, investors 
took the news calmly, with the stockmar- 
ket's sET index climbing nearly 12 points, 
to 901.26, in the two trading sessions fol- 
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lowing the announcement. 

“This thing has been dragging on for 
some time,” says Choedchu Sophonpanich, 
at Bangkok First Investment. “The custom- 
ers are glad it is all over.” 

Although the index fell a hefty 17.58 
points when trading resumed after the 
weekend, brokers attributed the decline to 
a variety of factors, rather than panic. One 
was selling by investors in response to 
news that those accused by the SEC were 
dumping shares to raise cash. 

The market's reaction contrasted 
sharply with events in November, when 
the index plummeted (see chart) after Song 
was charged in a separate case with 
manipulating shares of Bangkok Bank of 
Commerce. Then, investors nearly rioted 
at the take-down of their stockmarket hero, 
demanding the resignation of Ekkamol and 
the head of the stock exchange. In Febru- 
ary, when Patcharee Wongpaitoon's insol- 
vent First City Investments was closed 
down after an investigation, investors were 
again vocal critics, and the market endured 
another slide. 

The SEC began its probe into 
rampant manipulation in the 
stockmarket immediately after 
it was established on 16 May 
1992. Finance Minister Tarrin 
Nimmanahaeminda says it did 
not take long for the agency to 
find out that a group of inves- 
tors was "colluding with the 
owners of companies to push 
up share prices and create arti- 
ficial demand in the market." 

The most important point 
to emerge from the SEC in- 
quiry, say officials, was the dis- 
covery of four syndicates of 
investors. Principal among 
these was a group involving 
Song and eight other people 
which the SEC says was in- 
volved in ramping the shares 
of Rattana, Krisda Mahanakorn and First 
City Investments. The same group, accord- 
ing to the agency, was also involved in the 
Bangkok Bank of Commerce case. 

Further, the Song syndicate is accused 
of having colluded with the next two 
groups, who involved managers of some 
of the companies concerned: 
> Another group allegedly involved the 
owner of First City Investments and 
Rattana, Patcharee Wongpaitoon, as well 
as her husband and staff of the companies. 
P A third syndicate was allegedly led by 
Krisda Mahanakorn owner Vichai 
Krisdathanont. 
> A fourth group is accused of manipu- 
lating shares of Siam City Bank, and was 
apparently not involved with the other 
three. Nor was it accused of colluding with 
management of the target company. This 
group, according to the SEC, involved 
members of the Kanjanapas family, one of 
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Song and SEC chief Ekkamol. 


the wealthiest in Thailand and Hong- 
kong. The agency says the syndicate also 
included members of families that are ma- 
jor shareholders of property companies 
Bangkok Land and Tanayong, both of 
which are controlled by the Kanjanapas 
family. 

In this group, whose inclusion in the 
list surprised analysts, the SEC cited Bang- 
kok Land managing director Sakorn 
Kanjanapas; his sister Sawatsri Yaowa- 
pongsiri, who is managing director of the 
family's Muang Thong Trust; and her hus- 
band Visarn. (In Hongkong, the Kan- 
janapas' control Hwa Kay Thai and Stelux 
Holdings; the chief executives at these com- 
panies, Anant and Keree Kanjanapas, were 
not cited by the SEC.) 

A banker says taking on the syndicates 
is no mean feat by the sec. In Thailand, 
both politicians and military officials view 
the stock exchange as a vehicle to raise 
funds. Government officials say Prime 
Minister Chuan Leekpai faced heavy pres- 
sure to force the agency to ease off on its 
investigation. 
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Chuan apparently refused. Analysts, 
however, believe the 30 people named 
were carefully selected by the SEC to en- 
sure there would be no large outcry of dis- 
crimination or favouritism against the 
Chuan administration. They point out that 
every main power group in the govern- 
ment is linked to alleged share-ramping 
scams. 

For example, Song and Krisda 
Mahanakorn's Vichai are close to many 
politicians, and are especially connected to 
Interior Minister Chavalit Yongchaiyudh. 
And Patcharee is the daughter of a former 
leader of the Democrat Party, which Chuan 
now heads, and has close ties with politi- 
cians and military officials. The Kan- 
janapas' also have political and military al- 
lies. 

Manipulation of the Bangkok stockmar- 
ket is believed to have been extensive. At 
the height of the illegal activities in 1992, 
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turnover reached record levels. Finance 
Minister Tarrin says the volume of share 
transactions in Rattana Real Estate, First 
City Investments, Krisda Mahanakorn Co. 
and Siam City Bank totalled more than 
Baht 40 billion (US$1.6 billion), with profit 
amounting to Baht 5 billion. In 1992, Krisda 
Mahanakorn was the most heavily traded 
stock on the exchange, with turnover of 
Baht 130 billion, or 7% of the exchange's 
total. 

With these companies effectively pulled 
from the stockmarket, analysts say turn- 
over on the exchange this year could drop 
sharply. Moreover, the 30 alleged manipu- 
lators were active in many other counters. 
Whether they will retreat from the market 
remains to be seen. Despite the charges 
they face, their assets have not been frozen 
and they are still allowed to trade. In re- 
cent weeks, for example, Song is believed 
to have been a heavy seller of Bangkok 
Bank of Commerce shares. 

The collapse of First City Investments 
led to its takeover by a central-bank life- 
boat fund. The authorities have also pre- 
vailed on Bangkok Bank, the 
country's biggest commercial 
bank, to shore up the Krisda 
group's International Trust & 
Finance arm in light of ru- 
mours about its financial 
health (the authorities insist it 
is sound.) But Finance Minis- 
ter Tarrin says there are no 
grounds to expect a ripple ef- 
fect through the finance sector. 
"Our financial system is very 
healthy," he insists. 

With the SEC action now 
out in the open, brokers ex- 
pect the market to rally. Pere- 
grine's Sriporn expects the in- 
dex to climb to the 930-point 
level before profit-taking sets 
in. Other brokers are fore- 
casting a run-up to 1,000 
points before year-end. 

Nonetheless, it is not clear how the 
courts will rule on share-price manipula- 
tion, assuming the police file charges. Nei- 
ther public prosecutors nor judges have 
any experience with the country's securi- 
ties laws and share-manipulation issues. 
Further, some analysts believe the burden 
of proof, especially in showing intent, 
might not be met by the SEC's documen- 
tary evidence. 

But the final outcome in the courts may 
not matter. Analysts say the SEC's action of 
itself is an important step towards disci- 
plining the market. A banker points out 
that investors now appear to understand 
that share ramping is illegal. 

Others are not so sure. Says David Scott, 
W. I. Carr's director in Thailand: "I do not 
think this is the end of it in Thailand. 
People eventually forget, and it starts over 
again." Li 
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Ramos calls for more accountability at monopolies like Philippine Long Distance Telephone. | 


POLICIES 





Opposing the Oligarchs 


President Ramos has taken control of two major companies. 
Are the moves against PLDT and San Miguel an attempt to 
open up the economy? Or a throwback to the Marcos days? 
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, Leaving aside his military 
background, President 
Fidel Ramos' biggest sell- 
ing point is that he is a 
non-traditional politician. 
But who would have 
we, thought that the former 
Philippine constabulary 
general would have even contemplated 
taking on the country’s pampered pluto- 
crats, "whose accumulated wealth can often 
be traced back to Spanish colonial days? 
After all, Manila's big businesses, dis- 
dainful of traditionalist rival Ramon Mitra 
and fearful of Ferdinand Marcos throw- 
back Eduardo “Danding” Cojuangco, put 
their support behind the cigar-munching 
Ramos in last year's presidential elections. 
Ramos had even used a plane belonging to 
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Philippine Long Distance Telephone Co. 





(PLDT) in his campaign. And business 
executives dominate what has been called 
the "corporate Cabinet." 

More than anything Ramos has done in 
his first vear in office, it is his attack against 
the Antonio Cojuangco family's control 
over PLDT that seems to reveal best the 
direction of his presidency. The rationale: 
to break up “monopolies and cartels,” 
which in the Philippine setting are synony- 
mous with an d aud asive “oligarchy.” 

At PLDT's 21 April stockholders’ meet- 
ing, Ramos ae in dislodging the 
Cojuangco family’s 25-year hold on the 
telephone giant, putting six of his repre- 
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sentatives on the 11-man board. His game 
plan was put in sharp focus a day before, 
when he moved against another major en- 
terprise: beer-based conglomerate San 
MS Corp. (see accompanying story). 

He booted out Eduardo Cojuangco, 
Antonio's uncle, and dashed his expecta- 
tions of securing at least three seats on the 
board of directors. Instead, Eduardo — a 
Marcos associate who once seemed to have 
made his peace with Ramos — lost his sole 
representative in San Miguel. Ramos’ 10 
directors now dominate the 15-man board. 
This puts the government in effective con- 
trol of two of Manila's three largest Fili- 
pino-owned corporations. But with an 
economy that has hobbled along since 
1989, and has come close to being tripped 
over by daily eight-hour power brownouts, 
the president' s anti-oligarch drive is a ven- 
ture fraught with danger. 

Above all, it risks alienating Manila's 
corporate elite, on which Ramos will still 
have to depend to jump-start the economy. 
"Putting aside the question of the validity 
or motives of his moves, big business may 
start to get wary," says political analyst and 
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agribusinessman Antonio Gatmaitan. 
"And after all, for economic growth, you 
would need those people to be jumping 
in." 

In addition, Ramos' emergence as a 
president intent on curbing the oligarchs 
comes at a time when his economic-man- 
agement performance has been lacklustre. 
The optimism that greeted him when he 
assumed office on 30 June has gone. Many 
analysts believe he has moved too slowly, 
mostly because of a devotion to consensus- 
building that may be connected to his 
razor-thin majority in the election. 

It took five months for a supposedly 
friendly Congress to approve the establish- 
ment of a Department of Energy, and 
seven months to start the revamp of the 
inefficient National Power Corp., the state- 
run generating company. Crucial economic 
bills Ramos asked legislators to pass swiftly 
— such as the overhaul of the bankrupt 
central bank and other measures to im- 
prove the foreign-investment climate — 
seem to be lost in the sort of endless debate 
that goes on over almost everything. 

Four members of the Cabinet, including 
Finance Secretary Ramon del Rosario, have 
still to be confirmed. And there is little talk 
now among those who have been con- 
firmed about Ramos' much-trumpeted 
priority objective of 10 months ago: the 
streamlining and reform of a bloated, inef- 
ficient bureaucracy. 

“When one comes down to it, there 
have not been any significant reforms 
undertaken on the macroeconomy in the 
past six months of the Ramos administra- 
tion," says a January 1993 study by a five- 
man team of Filipino experts funded by 
the US Agency for International Develop- 
ment. This is a conclusion that may well 
apply to Ramos' full year in office. Adds 
the study: "The credibility gap between 
pronouncements and actions is widening." 

The president's siege against PLDT may 
have helped widen that gap. Reaction to it 
has been swift: fears have been raised that 
Ramos’ “anti-monopoly” tack is either a 
cloak for Marcos-style corporate takeovers, 
or evidence of a military man's anti-busi- 
ness sentiment that is also fervently shared 
by the rebel Reform the Armed Forces 
Movement. 

Opposition senator Blas Ople, Marcos’ 
respected former labour secretary, says that 
as a result of the take-over of PLDT and San 
Miguel, Ramos “presides over a vast eco- 
nomic empire unmatched since the time of 
Marcos.” He claims that in addition to the 
two companies, another 300 sequestered, 
or government-controlled, firms will be- 
come “milking cows” in the 1995 congres- 
sional elections, 

Senate President Edgardo Angara, a 
former corporate lawyer now considered 
to be a Ramos ally, told a Manila news- 
paper: “Unfortunately in this country, pri- 
vatisation means just a shift of ownership 
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Antonio Cojuangco lost control of PLDT. 


from one big family to another.” That was 
an oblique way of articulating fears that 
Ramos is merely replacing the Cojuangco 
plutocrats with his own. 

In many ways, this applies to the politi- 
cal spectrum as well. Ramos’ so-called 
“Rainbow Coalition” in Congress is made 
up of the same faces or the same clans who 
have dominated past legislatures. Many 
have simply switched horses or been co- 
opted, in just the same way as they were 
when Corazon Aquino came to power. 

When Ramos’ intention in going after 
monopolies and cartels became apparent, 
Ayala Corp. chairman Jaime Zobel de 
Ayala digressed from a prepared 25 March 
speech to signal growing and widespread 
concern in the business community. “There 
is a determined effort, on the part of some 
officials in sensitive places, to look upon 
business, particularly large and established 
ones, as detrimental to the national inter- 
est,” said the chairman of Ayala, a large 
property-based conglomerate. 

Noting the South Korean engine of 
growth is the giant chaebol, he added: "1 
feel distinctions must be made and under- 
stood as they have been among our more 
successful neighbours." He failed to men- 
tion, however, that the chaebol have lost 
much of their political patronage and are 
now having to deal with new and uncom- 
fortable realities. 

Some even doubt whether Ramos' anti- 
monopoly tack or his anti-oligarch senti- 
ments are authentic. Other than PLDT, 
Ramos has not identified the sectors on his 
hit list. Jose Almonte, Ramos' security ad- 
viser and chief ideologue, says the slow 
pace was due to the president's desire for a 
"national consensus" in going after mo- 
nopolies. “The reforms are not intended to 
destroy the elite," he told the REVIEW, "only 
to redirect their orientation." 
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At least in the case of PLDT, Ramos has 
crossed the bridge. If he loses in this duel 
with the Cojuangco clan, or even if he lets 
up in his attack on the 42-year-old patri- 
arch, who has led the family since 1985, 
the president's credibility as a strong leader 
will be severely dented. The political dam- 
age would be severe. 

"The PLDT case will test whether he will 
kowtow to the bigwigs," observes Crosby 
Securities analyst Raphael Manalaysay. 
One interpretation is that Ramos' choice of 
the Cojuangcos as a target was quite pre- 
cise. It will send a message that he has the 
strength to challenge an elite family with 
powerful connections; Antonio is a nephew 
of former president Aquino. 

"With the take-over of PLDT and San 
Miguel nearly at the same time, Ramos is 
telling people that he can even take on the 
two or perhaps even the three factions of 
the Cojuangco clan at the same time," says 
a close associate of Eduardo Cojuangco. 
Besides the Antonio and Eduardo wings of 
the Cojuangco clan, there is a third, headed 
by Aquino and her brother, Jose “Peping” 
Cojuangco, who was the most powerful 
figure in the previous Congress. 

"If Ramos wins this one," the associate 
adds, "he will be a cinch to go after the 
other smaller cartels or the underworld 
monopolies, such as the groups controlling 
gambling and smuggling, the Chinese syn- 
dicates controlling trade." 

There is no doubt, however, that the 
president sees PLDT as the key test. The 
"demonopolisation programme" against 
the company seemed on the surface to be a 
reaction to scathing criticism by Singapore 
Senior Minister Lee Kuan Yew, who de- 
scribed PLDT as "an example of a powerful 
vested interest that has to be tackled" if the 
Philippines is to grow. 

Believed to be one of Ramos' role mod- 
els as a leader, the former prime minister 
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advised him in a widely publicised speech 
in Manila last November that after the 
restoration of law and order, the other ma- 
jor task confronting him was to “free the 
economy from controls and monopolies.” 

It was a statement that clearly struck a 
responsive chord. In 1988, then defence 
secretary Ramos told a public gathering: 
“Private monopolies and syndicates cre- 
ated by political patronage [have] steadily 
worked to make our economy the domin- 
ion of a few ... If the masses, our poor, see 
their opportunities dwindling in direct pro- 
portion to the growing advantages of the 
elite, our national survival itself will be- 
come our greatest problem." 

In a January speech launching his “Phi- 
lippines 2000" battle cry, Ramos said the 
country would have to dismantle cartels 
and monopolies to attain newly industrial- 
ised status. "We must bring down the old 
economic order . . . Competition has been 
distorted by political entrepreneurship, 
crony capitalism, and oligarchic power," he 
declared. 

Filipino economists constantly sound 
this theme, contending that capitalism has 
not been working in the country because 
genuine competition is blocked. Former 
World Bank resident representative 
Rolando Arivillaga says the Philippine 
economy is one "presided over by lords of 

rivilege." 

It will be difficult for one company such 
as PLDT to raise the estimated P170 billion 
(US$6.8 billion) needed in 10 years just to 
develop the country's telephone system, 
with a density of 1.8 lines per 100 persons, 
to anything like Malaysia's 9.8. In the case 
of PLDT, Presidential Commission on Good 
Government chairman Magtanggol Guni- 
gundo summarised the rationale as the 
“demonopolisation of the telecommunica- 
tions industry in furtherance of a strong 
free-enterprise economy [which] will has- 
ten the establishment of infrastructure to 
attract foreign investors." 

An October 1992 World Bank report on 
the Philippines — considered to be the 
bank's most comprehensive study yet on 
the nation's economy — noted that 
a major obstacle to growth is the 
fact that “oligopoly and rent-seek- 
ing behaviour remain rife in the 
Philippines." 

“Rent-seeking behaviour” is the 
economists' term for the penchant 
of Philippine companies to use 
their political influence to acquire 
profit-generating advantages, such 
as exclusive franchises (in the case 
of PLDT), favourable tax systems, 
and high tariff walls to ward off 
outside competition. 

When the REVIEW asked Ramos 
adviser Almonte what other sec- 
tors were on the hit list, the former 
intelligence officer's reply carried 
a mix of mystery and military 
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logic: “Why should we let them know 
beforehand? So that they can prepare for 
the assault?” He did allow, however, that 
it would be “across the board — just watch 
what will happen.” 

It may not be so hard to discern future 
targets. In its 1992 report and in a previous 
1991 study, the World Bank identified sec- 
tors that it said had oligopolistic features: 
> Banking: A market structure "character- 
ised by oligopoly” that also adds to costs 
through high operating and profit margins. 
> Inter-island shipping: “Dominated by a 
cartel,” the industry has a regulatory 
framework and structure that “tend to 
keep costs at the level of the least-efficient 
member of the cartel.” 
> Car manufacturing: "Attempts to pro- 
mote the development of an automotive 
industry . . . through cartels and import 
controls [have] come under attack for pro- 
ducing too little at too high a cost.” 
> Agribusiness: “Six agribusiness con- 
glomerates control about 80% of the com- 
mercial poultry market, 40% of commer- 
cial pig production and 60% of the mixed 
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feed market . . . This hinders competition 
and makes it difficult for some enterprises 
to break into the market.” 

Some analysts believe Ramos’ anti- 
monopoly campaign is ideologically 
driven. Says political science professor 
Alex Magno: “It reflects the military mind's 
deep resentment against the use of politi- 
cal influence by oligarchs.” President 
Aquino put onto the San Miguel board big 
businessmen who were her allies. By con- 
trast, Ramos nominated personalities — 
mostly unknown corporate executives — 
who seem to be the cadres in his anti- 
oligarch campaign. 

Indeed, neither politicians nor big-busi- 
ness representatives are at the core of 
Ramos’ presidency. Instead, his small in- 
ner circle appears to consist of former mili- 
tary men, lawyers and professionals, as 
well as corporate executives who stuck 
with him in the presidential campaign, and 
who seem to have developed a distinctive 
type of anti-oligarch ideology. Foremost 
among them all appear to be Almonte and 
legal adviser Antonio Carpio. 

Magno says the Philippine military has 
been a closely knit community headed by 
officers coming from the lower-middle 
class. Like Ramos, these officers have an 
ideological affinity with a growing number 
of politically active business professionals. 
They also have seen first-hand the depth 
and extent of poverty in the hinterlands. 

Vocal representatives of these groups 
have been blaming not only Marcos and 
his cronies, but the political and economic 
elite for the country’s quagmire. This is 
what security adviser Almonte is getting at 
when he says “the roots of rebellion in the 
country can be found in the asphalt jungles 
of Makati, or even Binondo,” the two main 
business centres. 

Encouraged by his success in the last 
elections in which he tapped Filipinos’ anti- 
traditional-politician sentiment, Ramos 
may be banking on the supposition that 
there is popular support for going after the 
so-called "tradpol's cousins,” the oligarchs. 

The project will be risky. It takes years 
for a demonopolisation pro- 
gramme to make a significant im- 
pact. In the case of telecommuni- 
cations, it will take the new tele- 
phone company Ramos wants to 
set up at least three years before it 
can fill the demand for 600,000 
new lines. And that is only the be- 
ginning. 

In the meantime, Ramos’ po- 
litical enemies will have found 
new allies among the threatened 
oligarchs, who are unlikely to take 
all this lying down and who are 
likely to exploit cracks in the pre- 
sident's political base. Whatever 
way it goes, the former general 
could be in for the battle of his 
life. x 
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POLICIES 


Hold the Phone 


Ramos-Cojuangco fight over PLDT is not over yet 


The military metaphors 
are flying in the wake of 
President Fidel Ramos’ 
siege against the Antonio 
Cojuangco clan. "It's been 
a bold panzer attack on 
the elite," says a political 
analyst, awed by the 
former general's moves against Philippine 
Long Distance Telephone Co. (PLDT). 

Maybe the war talk is appropriate, for 
Ramos' attack on PLDT was well-organised 
and launched with military precision. It in- 
volved such things as a presidential order 
removing obstacles to a PLDT competitor 
and a leak of allegations that the compa- 
ny's counsel wrote a Supreme Court deci- 

sion. There also have been hearings in Con- 
gress over what happened to the 
controlling shares held by late dic- 
tator Ferdinand Marcos and a Jus- 
tice Department investigation of 
claims that some company stock 
certificates had been forged. 

The culmination of the siege 
“came at PLDT's 21 April stockhold- 
ers’ meeting, when six Ramos 
nominees were installed on the 11- 
member board. But a Ramos 
operative claims: "It's just stage 
one. You'd have to wait for stage 
two, three, and even four to see 
whether Ramos really has the guts 
to do this." 

After the meeting, Cojuangco tried to 
'sound optimistic. "The fresh mandate 
. ushers in a new era of partnership between 
the company and the government," said 
the PLDT chief executive. More likely, 
_ though, it is the start of trench warfare not 
only within PLDT, but within the larger bat- 
. tlefield of Philippine politics. 

. Even some Ramos allies are a bit un- 
easy. Senate President Edgardo Angara 
. says that the dominance of government 
representatives in PLDT and San Miguel 
Corp. raises fears of a "return to state capi- 
talism." That is a euphemism for the take- 
over of the country's biggest companies by 
Marcos cronies. 
. Newspaper editors say that the 
- Cojuangcos hired at least six publicists to 
-put out the word that Ramos is booting 
.. out the Cojuangco family to replace them 
` with his own elite. In addition, Hector 
- Villanueva, a columnist for the Cojuangco- 
controlled Manila Chronicle, wrote: "With- 
. out any effort or investment of ideas, the 
. power grabbers of President Ramos want 
< to take over big enterprises on the pretext 
~of people empowerment." 








Several weeks before the stockholders" 
meeting, the low-profile Cojuangco launch- 
ed his own media offensive, claiming that 
government intervention in PLDT will scare 
away investors and creditors. Cojuangco 
said in a radio talk show that there was a 
^plot" against him. And in an interview 
with the REVIEW, he indicated that Manila's 
businessmen were closing ranks behind 
him, saying "they feel certain groups 
shouldn't be allowed to do what they're 
doing right now." 

For a week, PLDT ran full-page adver- 
tisements disputing government allega- 
tions that it is an inefficient monopoly. In- 
deed, PLDT blamed the government for the 
lack of telephone lines, contending that it 
blocked its expansion plans from 1982 to 





1986. Cojuangco met with Ramos at least 
twice to convince him that PLDT will coop- 
erate with his "demonopolisation pro- 
gramme” and that the company will com- 
press into five years its 10-year programme 
to fill its backlog of 600, 000 lines. 

No matter. Ramos stuck to his guns, 
unfazed by Cojuangco’s campaign. 

The six Ramos representatives doubled 
the number of state nominees. They are 
headed by Magtanggol Gunigundo, chair- 
man of the Presidential Commission on 
Good Government (PCGG). 

Cojuangco managed to hang on as PLDT 
chief executive officer only by the skin of 
his teeth, according to sources close to the 
negotiations between the PLDT president 
and Ramos’ officials. “Two days before the 
stockholders’ meeting, Ramos’ officials had 
decided to boot out. Cojuangco as presi- 
dent because he rejected certain govern- 
ment demands," à source says. 

In March, Cojuangco had surprised 
Ramos' key officials — presidential legal 
counsel Antonio Carpio and the PCGG's 
Gunigundo — when he agreed to increase 
PCGG representation on the board from two 
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to five, with his seats reduced from five to 
three. Ramos’ men had thought initially 
that Cojuangco's refusal to increase the 
government's board seats would give them 
the pretext for launching a full-scale assault 
to take him out as PLDT president. 

As a concession, the PLDT chief wanted 
veto power over government nominees, 
with Ramos' officials giving in to his rejec- 
tion of their first list of representatives. 
These included such figures as legal coun- 
sel Carpio and his law-firm partner F. 
Arthur Villaraza, as well as presidential 
security adviser Jose Almonte, whom 
Cojuangco's men claim is the architect of 
the attack on PLDT. 

Even while offering to cooperate with 
the government, Cojuangco moved to 
block the government's intervention. On 15 
April, his mother, Imelda Ongsiako 
Cojuangco — in whose name the majority 
of his family's shares are registered — filed 
a motion to stop the PCGG from voting the 
PLDT shares it sequestered in 1986. The 
Cojuangcos claimed ownership of the se- 
questered shares, but the PCGG said they 
belonged to Marcos. 

Manila's special anti-graft court 
on 19 April dismissed the 
Cojuangcos' petition. On the same 
day, PCGG officials said Cojuangco 
informed them that he agreed to 
all their demands. However, 
Cojuangco's letter signitying his 
agreement was dated 15 April — 
the same day that his family filed 
its petition. ^If he had not agreed 
to the demands, he would have 
lost even his board seats,” a gov- 
ernment official says. 

This would have been possible 
because of PLDT's convoluted own- 
ership structure. The company is 24.2%- 
owned by Philippine Telecommunications 
Investment Corp. (PTIC), which has deter- 
mined PLDT's board since 1967. PTIC itself is 
46%-controlled by the PEGG through Prime 
Holdings, which the PEGG sequestered in 
1986 on suspicion that it was owned by 
Marcos. The Cojuangcos, together with the 
3.1% owned by their lawyer Alberto Meer, 
hold another 46% 
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c Of PTIC. 

That is a recipe for a stalemate, but the 
government has recruited into its camp the 
7.7% swing vote held by banker Alfonso 
Yuchengco — who has claimed in court 
that the Cojuangco family had been 
Marcos' front men. 

PLDT director Renato Valencia says the 
agreement is a compromise between the 
government and Cojuangco. However, it 
merely identifies the areas of struggle be- 
tween the two groups. "It's just round one 
of the fight," a Ramos official says. Besides 
the increase in government representation 
on the board, the accord involves two pro- 
grammes. 

First, voting rights will be given to hold- 
ers of the company's preferred shares ac- 
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uired through its “subscriber investment 
an.” Bought as a requirement for the in- 
: stallation of a telephone line, these shares 
account for 62% of PLDT’s total common 
and preferred shares. 

The PCGG's Gunigundo says the exten- 
sion of voting rights ^is a triumph for de- 
mocracy, where the rule of majority gov- 
ems, as the subscribers represent about 
80% of the equity of PLDT.” 

That conclusion could be too idealistic. 
Asia Equity chief analyst Conrad Andres 
says that preferred shareholders would at 
most be entitled to only. one board seat 
under the formula governing the con- 
version of preferred shares into voting 
shares. | 

The second agreement involves the es- 
tablishment within three months of a new 
company that will purchase equipment 
and lease it to PLDT so that 600,000 tele- 
phone lines can be installed in metropoli- 
tan Manila. Of the company's P3 billion 
(US$115.4 million) capitalisation, Prime 
Holdings, PLDT and the Cojuangcos will 
each raise P1 billion. 

The Cojuangcos are expected to subtly 
block the establishment of the new com- 
pany. Asked where the three investors 
would each get P1 billion, Coj 
special assistant, Juan V Velasquez, had a 
curt reply: "I don't know. That is a good 
question." Prime Holdings is a shell 
corporation whose only assets are its PLDT 
shares. 

PLDT vice-president Antonio Samson 
told a group of brokers that the new com- 
pany will be PLDT's "death warrant." One 
of the brokers added: "And PLDT is advanc- 
ing the expenses for its funeral." Even if 
the facilities are leased, a company owning 
600,000 telephone lines in metro Manila 
will be as powerful as PLDT. 

Cojuangco has "dug his heels in, and 
we'll have to watch out for various sce- 
narios," says a source in Ramos' camp. For 
instance, in the first meeting of the new 
board, Cojuangco blocked government di- 
rectors’ proposal to appoint as company 
comptroller Edgardo de Leon, a vice- 
president who has allied himself with the 
PCGG. The directors have yet to confirm 
PLDT's officers, which is usually the first 
order of business of a new board. PEGG 
officials say they want to control the key 
posts of corporate secretary and comp- 
troller. 

Cojuangco himself says that he will not 
easily bend to what he terms a "plot" 
against him. "They're doing all sorts of 
things to pressure us," he says. "But what 
should we do? Just turn over the company 
to them without question?" 

Given Ramos' success on the battlefield 
so far, Cojuangco may not have the incli- 
nation to fight the wily former general. 
Says Cojuangco: "After all these years, we 
could get tired of having to do battle and 
sell our shares." 8 Rigoberto Tiglao 
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POLICIES 


Paper 
Chase 


Mysterious document 
is key to PLDT control 


For Antonio Cojuangco, 


to fight for. 





who died in 1984. "It's in our possession,” 


says the 42-year-old patriarch, known by | 
his nickname, Tonyboy. “We have it in our | 


folders.” 


claiming the 46% stake. 


The situation is murky. No one denies | 
that the 46% block of shares was assigned | 
in 1978 to an entity called Prime Holdings. | 
The government sequestered Prime in 1986 _ 
on allegations that it was ill-gotten wealth | 
of the late dictator Ferdinand Marcos. But . 
the Cojuangcos now say that they have the | 
certificate representing the 46% block and | 
that nothing on the document shows that | 


it was assigned to Prime. 

The government's 
ported by PLDT chairman Alfonso Yu- 
chengco, who holds 7.7% of PTIC. In a court 
petition, Yuchengco claimed that PTIC was 
formed under Marcos' direction to pur- 
chase a 28% 
by General Telephone & Electronics Corp. 
in 1967. 


For Cojuangco, how the disputed stock | 
certificate got into the family "folders" is a : 
mystery his father Ramon took to his - 


grave. 


know is that we have them in our folders.” 


However, the chairman of the Presiden- | 
tial Commission on Good Government | 
(PCGG), Magtanggol Gunigundo, claims | 
that Prime Holdings — as well as the - 
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his family's control over | 
Philippine Long Distance | 
Telephone Co. (PLDT) is a | 
legacy he is duty-bound | 


Yet he describes his - 
E | family's claim as if he dis- | 
covered the controlling stock certificate | 
while going through the desk of his father, | 


That single piece of paper is the key to - 
unlocking the mystery of who ultimately - 
controls PLDT. The certificate represents a | 
46% stake in Philippine Telecommunica- - 
tions Investment Corp. (PTIC), which in | 
turn owns the controlling 24% block of | 
PLDT. The Cojuangcos filed suit on 15 April | 


allegations are sup- | 


stake in PLDT that was owned | 


"I don't even know what happened — | 
why Prime Holdings was formed, why the _ 
shares were turned back to the family," - 
Cojuangco says. "I don't know what the - 
transactions were all about. I was just 16 | 
years old when these occurred and even - 
my mom doesn't know. The only thing we | 
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` shares purportedly issued to the Cojuangco 
family — were secretly those of Marcos. 

“We have all the documents that prove 
that Ramon Cojuangco was a Marcos 
dummy in taking over PLDT,” Gunigundo 
claims. He adds that the former strong- 
man's confessed finance men, J. Y. Campos 
and Rolando Gapud, “executed affidavits 
claiming that PTIC itself was set up by 
Marcos with [Ramon] Cojuangco as the 
front man." os 


^ 


In an interview, Antonio points out 
what could be an important detail concern- 
ing PTIC shares. “In 1981, Gapud and the 
son of J. Y. Campos turned over 40% of the 
shares to my father. Then in 1983, the re- 
maining 60% were turned over to the fam- 
ily," he says. "We never knew the transac- 
tions behind all these." 

A ranking PLDT official — who has 
sided with the PCGG and who claims that 
he will give testimony to the court — says 
that Antonio's explanation is significant. 
“The 40% Tonyboy refers to is the 
Cojuangco family's share from Marcos for 
setting up PTIC," he says. 

“Sometime in 1982, however, Marcos 
suddenly demanded all of PriC's shares to 
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On an Even Keel 


alaysia remains Asean’s top eco- 
nomic performer — even though 
signs of a slowdown concern pri- 
vate economists and analysis. 

Although real GDP growth decelerated 
to 6.4% in the third quarter of 1992 because 
of power failures that wreaked havoc 
among manufacturers, the economy 
hummed along just fine last year. Bank 
Negara, the central bank, says growth for 
the year weighed in at 8%. 

Some economists accuse the govern- 
ment of upwardly revising data to mini- 
mise public reaction to an unavoidable 
cool-off in the economy. Nonetheless, 
government planners can take comfort in 
the fact that five other Asean countries 
posted 1992 GDP growth rates far below 
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be surrendered to him — which even | 


" caused Ramon’s heart stroke,” asserts the - 
PLDT official, who says he had been close . 


to Ramon in the early 1980s. 
The PLDT official says that Marcos gave 


back all the shares in late 1983 following | 
the assassination of opposition senator | 


Benigno Aquino. 


No reason was given and dead men — 


don’t talk. But the official says some specu- 


lated that Marcos did not want such docu- | 


ments in his safe then. That might have 
been remarkable foresight on Marcos’ part; 


share certificates found in Malacanang | 


after the 1986 revolution show Marcos set 
up PTIC. Another possible explanation for 


the return of the certificates: Marcos, a law- | 


yer, wanted proper documentation for the 
shares to be delivered to his daughter Imee. 

The Review has learned that Prime 
Holdings was so hastily set up — with 


... Marcos’ lawyers as incorporators — that 


^. the company does not even have stock- 
transfer books. It is a ghost company that 
has no corporate records after its incorpo- 


^. ration in 1977. 


“Cojuangco has in his folders the cer- 
tificates showing 4696 shares in PTIC, which 
had been issued in 1978 to Prime Holdings 
-. but which Marcos’ lawyers had failed to 
> document as such,” the PLDT official says. 
^ "ff not for the political chaos after 1983, 
-and Marcos’ downfall in 1986, those certifi- 
= cates would have been properly docu- 
^. mented as owned by Prime Holdings." 

E In land disputes in the Philippines, 
.— documents are the ultimate determinant of 
». property rights. In PLDT's case, the 
Cojuangcos have a 46% share certificate in 
PTIC — and it may be irrelevant in court 
how they obtained it: m Rigoberto Tiglao 














If Bank Negara's figures are accurate, 


GDP growth will fall to about 7.6% in 1993 
because of sluggish consumer demand and 
capital investments. But less prodigious 
growth, in theory, would provide a breath- 
ing space for the government to cope with 
inflationary and infrastructure problems 
that have surfaced in the wake of the coun- 
try's longest economic expansion. 

Just how serious an inflationary danger 
Malaysia faces can be seen in the latest sta- 
tistics. Annual inflation rose to 4.7% in 1992 
from 4.4% a year earlier. It is expected to 
ease to 4.5% this year if the Malaysian cur- 
rency, which appreciated 5.6% against the 
US dollar in 1992, remains firm. 

Various measures implemented by the 
government to combat higher prices have 
already exacted a heavy toll. Bank Negara 
officials say costly interventions in the 
money market in 1992 to mop up excess 


liquidity were partly responsible for a 
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M$9.4 billion (US$3.6 billion) plunge in 
its "other reserves.” The central bank 
says the losses are linked to borrowings 
in the interbank market, in which it was 
forced to pay high interest rates of about 
8%. 

Another reason for the reserve charges 
are steep losses from foreign-exchange 
dealings incurred when Bank Negara came 
out on the short end of a monetary up- 
heaval in September 1992 that resulted in 
the devaluation of several European cur- 
rencies. Analysts estimate the central bank 
may have been hit with a 1992 loss of up to 
M$12.8 billion from interbank, foreign-ex- 
change and other transactions. 

Political responsibility for Bank Nega- 
ra’s loss from these transactions is being 
decided. But in book-keeping terms, the 
debacle has not altered the bank's reserves 
of gold and foreign currencies. These stood 
at M$46.1 billion on 31 December, up from 
M$29.2 billion a year earlier. 

Infrastructure bottlenecks are another 
matter. They are a deterrent to foreign in- 
vestment, which in terms of approved 
projects grew by a meagre 2% in 1992. A 
weak economy in Japan and a defection of 
overseas capital to China also hurt. 

One bright spot in Malaysia's economic 
scenario is its balance of payments. The 
current account is expected to record a sur- 
plus of M$341 million this year — its first 
surplus since 1988 — after posting a deficit 
of M$4.4 billion in 1992. 

The merchandise account is expected to 
register a surplus of M$12 billion in 1993, 
up from M$7.3 billion last year. Moreover, 
exports could increase by as much as 10.5% 
this year as demand for Malaysian pro- 
ducts picks up. Such a gain would help 
offset an expected 6.3% increase in imports. 
In 1992, exports totalled M$101.3 billion, 
against imports of M$94 billion. 

Interbank-lending rates, currently 
around 7.596, are crucial in the govern- 
ment's efforts to fine-tune its performance 
in the face of an economic slowdown. This 
is because money-supply growth rates are 
high, threatening to undermine the gov- 
ernment's battle against inflation. 

The broad-based M2 money supply, 
which consists of private-sector savings 
deposits as well as currency and demand 
deposits, jumped 19.1% in 1992, while the 
M1 supply increased 13.0%. The Malaysian 
dollar, meanwhile, is expected to be strong 
against the US currency in the near term 
because of offshore demand for the local 
currency. On 26 April, it closed at 
M$2.57:USS$1. . w Doug Tsuruoka 
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The Asian Wall Street Journal 


China is still looking 
for an aircraft aaa, 
a a deal to buy o 
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published yesterday, thé 
magazine said Chinese 
leaders had recentiy 

restated their intentiq 
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Agence France Presse 
News Service 


environmentalist not to beg 
so arrogant as to believe & 
that “it is the white man's 
burden to decide the fate ` 
of the peoples in thi | 












Chicago Tribune 


ASIA’S MOST QUOTED NEWS SOURCE 


In the same eek that Mr. Clinton was i reaffirming £ 
ca was "wrong" in Vietnam, the Far 3 
: / was reporting a remark | 
story headlined, “The Rebels Time Forgot". It’s ; 
about a lost tribal mountain army, totally isolated: 
in the remotest jungles of Indochina, who conting 
waging a longely struggle to defend their culture 
religion and freedom against the Vietnamese cong 
munists. These tribesmen, trapped in a time warp, 3 
sull understand the difference pelween what is oie : 
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Huang was commenting, 
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China News of Taiwan 


: | Details of a ‘plant to a shut or sell Hutchiscé T 
Telecommunications' overseas operatiot; 
are reported today i in the Fi 
Economic Review 
from a board meeting of Hutchison senic 
executives on Tuesday. In answer to the 
allegations, Mr Murray confirmed that th 
meeting of board executives did take pla: 
on Tuesday. He was present, with group 
chairman Li Ka-Shing. "We have à 

to concentrate only on the businesses the? 
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South China Morning Post 






in Hongkong,the 
Eagte SCONOMIC Reviews 
reported that the Khmer & 
Rouge, in a secret docur; 
said that it wants to 2 
"open a battlefield” nt 
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of Phnom Penh as a 
step to grabbing power 
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the Review said that th 
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The phrasing of the statement 4 | 
monitored in Bangkok by AP, & 
indicated it represented offici 
government policy. Khieu 
Samphan, in an interview 


sed Far | 





















said the UN mission had to & 
“understand the urgency | 
of resolving this problem 
of the Vietnamese settlers 
who are part of the Vietnam 
oc cupation plan to swallow ; 
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The best testimonials to a publication’s authority are made 


by its readers, including editors of respected news media 
who trust it enough to make it a source for their news. 
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Hicom listing deal wrong-foots Malaysian investors 


RR 


By Doug Tsuruoka in Kuala Lumpur 


alk is sometimes expensive. Just ask 
investors on the Kuala Lumpur 
Stock Exchange who bought shares 
in Malaysian Helicopter Services and 
Uniphoenix because of “solid” rumours in 
March and early April that one of the com- 
panies would be used as a privatisation ve- 
hicles by Hicom, Malaysia’ largest indus- 
trial-investment company. 

On 16 April, Hicom announced that it 
planned to assume control of New 
Serendah Rubber, a small plantation com- 
pany. New Serendah would then acquire 
the entire paid-up capital of Hicom in a 
reverse takeover valued at M$2.06 billion 
(US$800 million). 

Investors who had hoped to 
cash in on Malaysian Helicop- 
ter, an air-transport service, and 
Uniphoenix, a diversified prop- 
erty-development company, 
were left holding the bag — 
and angry. The share prices of 
the companies, which had sky- 
rocketed in reaction to the ru- 
mours, have fallen sharply 
since the Hicom announce- 
ment. Malaysian Helicopter's 
shares, which closed at M$2.72 
each on 7 December, had 
reached M$5.20 by 29 March. 
The shares closed at M$4.08 on 
27 April. 

Uniphoenix's share price, 
which closed at M$2.80 on 7 
December, had slid to M$2.69 
by 29 March before surging 
past the M$5 level in early 
April. It closed at M$3.30 on 27 April. 

"Malaysian Helicopter and Uniphoenix 
turned out to be empty plays," says David 
Yong, an analyst at J. M. Sassoon in Kuala 
Lumpur. 

It was not supposed to be this way. Ma- 
laysian Helicopter and Uniphoenix have 
strong ties to the government and officials 
in the United Malays National Organisa- 
tion (Umno), the dominant party in the 
ruling National Front coalition. One of 
Malaysian Helicopter's principal share- 
holders, Technology Resources Industries, 
is indirectly controlled by Umno officials. 
The chairman of Uniphoenix, meanwhile, 
is Tan Sri Jamil Mohamed Jan, Hicom's 
government-appointed president. 

These connections gave credibility to 
the rumours, or so investors believed. 
Stockmarket gossip that the government 
. was planning a revamping of the transport 












and heavy-industrial sectors around Ma- 
laysian Helicopter and Uniphoenix also 
helped to convince investors to buy the 
companies' shares. 

Executives at Hicom did not deny the 
rumours, brokers point out, adding to the 
believability. As a result of the silence, the 
latest gossip on the stock exchange has it 
that well-connected market players and 
government officials are manipulating 
share trading for their own ends. 

A big reason for all the fuss is that the 
Hicom reverse takeover sets the stage for 
one of Malaysia's largest privatisations. 
Among Hicom's interests are major stakes 
in the government's Proton car project and 
dozens of cement, property and manufac- 





Malaysian 
Helicopter 
Services 


turing companies. 

The move, which still requires regula- 
tory approval, also opens Hicom shares to 
public ownership for the first time and 
caps a successful drive by management to 
make the investment company profitable. 
The higher international profile that a pub- 
lic listing offers Hicom would bolster its 
plans to develop tie-ups in other compa- 
nies throughout the region, especially in 
the area of transport services. 

Many analysts are puzzled as to why 
Hicom, which is credited with spearhead- 
ing Malaysia's transformation to a largely 
industrialised economy from a commodi- 
ties-based one, did not discourage stock- 
market speculation in Malaysian Helicop- 
ter and Uniphoenix. Some brokers attribute 
the crossed signals to misleading market 
tips from Hicom employees who had ac- 
cess to boardroom information. They say 
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Uniphoenix 
Corp. 


these insiders may have relied too heavily - 
on the fact that Malaysian Helicopter and : 
Uniphoenix had at one time been proposed - 
as possible vehicles for Hicom's s privatisa- | 
tion. Im 

Other analysts say Hicom's choice of 
New Serendah is a move to lower the cost 
of a takeover by selecting a company with 
a lagging stockmarket performance instead 
of more expensive counters. Under this sce- 
nario, any run-up in the share price of New 
Serendah was not desirable. 

“Hicom got New Serendah cheap,” an 
analyst says. This point is underscored by 
the terms of the reverse takeover of Hicom. 





The purchase price is to be satisfied by the E 


issue of 1.37 billion New Serendah shares 
at M$1.50 each. This represents a swap ra- 
tio of three New Serendah shares for each 
Hicom share. : 
Analysts who favour this plan say there 
were valid reasons for Hicom to select New 
Serendah as its privatisation vehicle. Fore- 
most, the company is moderately profit- 
able. In. 1991, the most recent year for 
which statistics are readily 
"available, New Serendah's pre- 
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earlier to M$2.7 million ona 5% 


million. 

Taking over a healthy com- 
pany, these analysts say, was 
paramount for Hicom. In the 
fiscal year ended on 31 March, 
the company’s pre-tax profit in- 
creased 15% from a year earlier 
to M$285 million. Hicom, 
formed in 1980, reported its 
first ever pre-tax profit of M$46 
million four years ago. 

Another big plus for New. 
Serendah is the sale in the past... 
year of a tract of land in the - 
state of Selangor for a plant: 
slated to build Malaysia's sec- 
ond national car. New Seren- 
dah is believed to have other 


assets near the plant site that can be used | ds E 


to create support facilities for the venture. 
Critics say New Serendah's takeover by 
Hicom may not have been the best-kept 
secret that many stockmarket investors be- 
lieve. Pointing to a healthy rise in the com- 
pany's share price in recent months, they 
say some investors may have been privy to 
Hicom’s plans. New Serendah's share price 
closed at M$14.10 on 27 April, a more than 
three-fold increase since 7 December. 
Moreover, brokers note that speculative 
activity on the Kuala Lumpur Stock Ex- 
change this year has aided the share prices 
of nearly all companies linked to either the 
government or Umno. Critics point out 
that Umno will hold a critical party elec- 
ton in November. They say this is rein- 
forcing impressions that higher share 
prices on the stock exchange are just an- 


other way to raise political funds. " 


51 


tax profit doubled from a year — p. 





increase in revenue to M$83. 
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Faster Tempo 


Western pop-music publishers set their sights on Asia 


By Frederik Balfour in Hongkong 


W 


esterners have long regarded Asia 
as a pop-niusic backwater, one 
largely ignored by touring big- 
name bands until they are greying has- 
beens. But times are changing. 

The past year has seen a steady parade 
of mainstream Western acts to Asian 
shores. Hongkong has hosted US rappers 
Public Enemy and Britain’s Simply Red, 
Canadian Bryan Adams played in Malay- 
sia (though a local ban on long hair almost 
kept his band out), and fans in Jakarta 
rioted outside an April concert by US 
heavy-metal band Metallica when the per- 
formance sold out. 

All this is music to the ears of interna- 
tional record executives. While markets for 
pop music have plateaued elsewhere, sales 
in much of Asia are growing by 30% a year. 
Despite widespread bootlegging, legiti- 
mate sales in East Asia (excluding Japan 
and China) totalled about US$780 million 
in 1991, and according to British-based 
Music Business International magazine could 
double within five years. The flourishing 
karaoke business, estimated at a further 
US$30 million a year, has equally promis- 
ing growth prospects. 

Once content to license their music to 
local companies, in recent years the five 
major international record companies — 
Germany's Bertelsmann, Japan's Sony 
Music, Warner of the US and Britain's EMI 








Can Maizurah go regional? 


and PolyGram — have taken on a host of 
marketing challenges, setting up their own 
offices in most Asian capitals. 

“All the international record companies 
are looking at Asia as their primary objec- 
tive," says Ariel Fung, manager of interna- 


Underground Music 


In recent months, South Korea, Thailand 
and Taiwan have cracked down heavily 
on music pirates. The reason: fear of 
trade sanctions by the US, which pub- 
lishes this year's hit-list of intellectual 
property-rights violators on 30 April, 
under the so-called Special 301 clause of 
the US trade act. 

Asian governments traditionally 
make a show against piracy in the weeks 
before the annual list is released, but 
record-company executives say this year 
is different. "Southeast Asian countries 
are worried about the Clinton stand,” 
says Lachlan Rutherford, managing di- 
rector of EMI (Asia). "A year ago piracy 
was a disaster. Now I think we are 
rounding the corner." 

While accurate figures are hard to 


come by, industry analysts estimate pi- 
rates pocketed roughly US$300 million 
in record sales in the region during 1991, 
compared with legitimate sales of about 
US$780 million. By evading royalties and 
local taxes, pirates sell their versions at a 
fraction of the legal cost. Among recent 
efforts to stifle their trade: 

> In February, Taiwanese officials 
seized 16,000 compact discs in several 
raids on pirate factories, and two pirate- 
company officials received prison sen- 
tences stemming from a 1991 raid. 

P South Korea has agreed in principle 
with the International Federation of 
Phonographic Industries (IFPI) to safe- 
guard pre-1987 recordings, which are 
currently unprotected by the country’s 
copyright laws, once existing stocks are 
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tional repertoire for Sony Music Interna- 
tional Hongkong. “The West is already 
saturated." 

But while the region holds tremendous 
promise, its music industry is plagued by 
piracy and payola. In South Korea, Taiwan 
and Thailand, a sophisticated pirating net- 
work fuels corruption among mid-level 
government officials, record executives say. 
Meanwhile, low-paid radio disc jockeys 
routinely solicit bribes from record com- 
panies to play their discs. 

“It’s pay-packet promotion,” laments 
one international executive. “Envelopes 
with money are being slipped under doors 
and desks all the time. But this has to be 
factored into costs like anything else.” 

There are other obstacles. Fears of cul- 
tural imperialism and censorship laws can 
delay or prevent international companies 
from distributing their music in South Ko- 
rea and Malaysia. Distribution is a night- 
mare in China, where foreign record com- 
panies are not allowed to open offices. They 
must also deal with a labyrinthine bureauc- 
racy, a stiff quota system that allows only 
100 foreign music titles to be released each 
year and 135% tariffs on imports. 

Luckily for record executives, Music 
Television Asia (MTV), according to pro- 
gramming director Darren Childs, is free 
from corruption, and provides a way 
around local broadcasting restrictions. Kids 
from Bangkok to Bombay have been tun- 
ing in for a daily fix of rock and roll since 
the 24-hour music video channel began 
broadcasting to 38 countries in 1991. 

While the fascination with Western 
music helps sell records, most Asians re- 
main fiercely loyal to local pop idols with 
whom they can readily identify. Angry rap 
lyrics and grungy street rock are out; don't- 
worry, be-happy melodies are in. 


sold off. Seven uncopyrighted record 
makers have surrendered their licences. 
P Thailand recently put more teeth into 
enforcement laws, and sacked the direc- 
tor-general of its Intellectual Property 
Rights Department for failure to crack 
down on copyright violators. 

But the IFPI says China poses the 
greatest threat. Although China agreed 
to protect copyrights when it joined the 
Berne Convention in 1991, enforcement 
is non-existent. That is one reason why 
Taiwanese pirate compact-disc makers 
are moving to Southern China. 

The IFPI estimates that by 1994 there 
will be as many as 20 factories in China 
with combined annual capacity of 60 
million units. It says Chinese consumers 
can absorb about 5 million compact 
discs; the surplus will end up selling at 
bargain prices throughout Asia. 

m Frederik Balfour 
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- But selling music to an entire region is a 
^ let tougher than marketing mouthwash or 
selling soap. Musical tastes are strongly 
rooted in local culture, and each country 
has its own entrenched music industry. 
“The territories out here are isolated mar- 
kets. Indonesia prefers minor chords, and 
Malaysia prefers major," says Dwayne 
Welch, regional director of Artists & Rep- 
ertoire and Marketing for Bertelsmann. 
No record company can survive on in- 
ternational-music sales alone, says Lach- 
land Rutherford, EMI's managing director 
for the region. His company, like its com- 
petitors, is focusing on building up a stable 
of local artists. Domestic repertoire sales 
are growing even fast 1 international 
recordings, he says. Bu ven more than 
in the West — Fon t n is stiff, fans 












called iata the pior «er machinery” 
has taken on a whole new meaning. Take 
Taiwan, where foreigners must compete 
with more than 100 local record companies. 
"It's an idol mentality, based on packaging 
and image. Musical content is secondary to 
looks and style,” says EMI's Rutherford. “In 
the West we spend more time on set-up. In 
Taiwan, acts go bang.” 

Rutherford says the stakes are high — it 
costs about NT$4.5 million (US$173,000) to 
promote a new artist — but with local rep- 
ertoire accounting for more than 70% of 
Taiwan's US$190 million market, itis worth 
the effort. Local repertoire, which now ac- 
counts for 50% of EMI's business, is more 
profitable than international-music sales, he 
says. 

Whereas pop-music criticism has 
evolved into high art in the West, most 
Asian music magazines exist solely to hype 
the latest teenage heartthrobs. Rarely do 
these splashy tabloids provide any discus- 
sion of musical content. And no wonder. 
Most domestic stars sustain their careers 
by crooning local-language cover versions 
of international hits. An album may con- 
tain only one original hit, and that is rarely 
the performer’s own composition. 

“For the first album we choose easy 
listening,” says Julia Tai, who promotes 
local artists for Sony Music Entertainment 
. (Hongkong). “We want to let the audience 
know him first, not his music.” Sony, 
which currently handles four Hongkong 
artists, spends about HK$1 million 
(US$128,000) to launch a new artist, about 
half of that in advertising and promotion. 

While they wait to be “broken” most 
artists do whatever they can to get in the 
limelight. Many play corporate events, do 
free public concerts, act in local soap operas 
or host TV variety shows. 

One way of ensuring their music gets 
played is for record companies to buy 
blocks of airtime, producing programmes 
gue selling the advertising themselves. EMI 





books a few hours a week on Thai televi- 
sion and radio, though its promotional ef- | 
forts are minuscule compared with locally | 
based Grammy Records, which runs three 
24-hour radio stations and produces 15 
television shows, ranging from soap op- 
eras to travelogues. In China, Taiwan- 
based record company Magic Stone Cul- 
ture produces a two-hour weekly music 
programme hosted on Shanghai radio by 
company general manager Landy Chang. 
But since the advent of MTV, several 
home-grown acts have become more in- 


novative and sophisticated, says Bertels- - 


mann's Welch. Peking-based Tang Dy- | 


H 
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sound. Baba Segal, from Bombay, has | 
_ forms he championed should be around n RR 
However, while it is the dream of every | pr 


nasty mixes nostalgia for a former era 
(hence the name) with a heavy-metal 


moved from traditional ragas to Hindi rap. 


record executive to "break" a domestic art- 





ist in the region, it will probably be some | : 
|, Ghulam Ishaq Khan, the culmination ofa 
| two-month power struggle between the ^. 


time before local acts gain pan-Asian ac- 
ceptance. "Historically, people havé not 


had their eyes or ears open to much other | 


Asia's Music Market 


than Western music," says Welch. 
Among the few Asian singers to achieve 


regional success are Hongkong’s Jackie | 


Cheung and Sally Yeh, who sell well to 
ethnic Chinese, although their lyrics fall on 
deaf ears among non-Mandarin speakers. 

Japan's Pony Canyon Records has also 
achieved modest regional success selling 
Maizurah, a Malay from Singapore whose 
first album contained 10 songs in English. 
After adding two Korean cover songs, 
Pony sold a respectable 70,000 copies in 
South Korea. In Japan, sales of her album 
soared after she appeared in an advertise- 
ment for the Tokyo Beauty Centre. 

But language remains a major obstacle. 
The easiest way around it is for musicians 
to record in English. The other solution is 
to dispense with lyrics. It is no coincidence, 
says Andrew Bull, a Hongkong rock im- 
presario, that US saxophonist Kenny G has 
sold more than a million albums in the re- 
gion without singing a word. E 
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_ tions, allowing Pakistanis foreign-exchange - 


POLICIES 


Business 
As Usual 


Pakistan's new regime 





|, vows continued reform 


Mata aant te es mene innen a i e e s Ebenen Siti niat aad a ac iS Sh S SEPARAR AAW ARP RS TNT PISA I a E a à A m a PIA GP M 


awaz Sharif and his coalition gov- | 
ernment may be on the ash heap of - 
Pakistani history, but the market re-. 


for a while. 


Whatever else it signifies, Prime Minis l 
ter Sharif’s 18 April dismissal by President. 


two, clearly revealed a broad national con- ` uh 


| sensus for Sharif's two-and-a-half years of oo 
| reform. The interim government appointed = 
| by the president, representing almost the 

| entire political spectrum opposed to Sharif, 







declared that it plans to stay the course; = 

"The anti-Sharif set of politicians want d 
the policy of decontrol, deregulation, pri- — 
vatisation and liberalisation not only con- 
tinued, but expanded further,” said interim ^. 
Prime Minister Balakh Sher Mazari and — 
new Finance Minister Farooq Leghari ina __ 
joint statement issued on 20 April. oo 

Sharif put Pakistan on the course of lib- oe 
eralisation as soon as he came to powerin 
November 1990. He selected 100 public = 
sector companies for privatisation, and had: 
auctioned off 60 by the time he was ousted. 

He also eased foreign-exchange restric- — 

























accounts both at home and abroad, and 
permitting unrestrained remittance or re- 
ceipt of foreign currency. Foreign private . 
capital was courted and stock exchange aS 
opened to foreigners, who were allo 
full ownership of any business and: al P 
lowed to repatriate profits. . | 
These policies were supplemented by a 
vast range of tax breaks and other incen- 
tives that won Sharif strong support from 
the business community. They also gener- 
ated opposition from those accusing him ` 
of creating monopolies and ene his 
own family and friends. 
The need for reform will not be an issue - 
in the elections that must be held by 14 | 
July. What may be is who gets the credit. 
Leghari, a member of the Pakistan People's 
Party (PPP), argues that it was the PPP gov- © 
ernment replaced by Sharif's Islamic - 
Democratic Alliance-led coalition in 1990 - 
that introduced the word "privatisation" 
into the national lexicon. — E 
That is ironic, given that the PPP was- 
identified with the poli cy of nationalisation . 
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when it held power before the martial rule 
of 1977-88. But Leghari says Sharif merely 
co-opted the market reforms that a 
reoriented PPP, returned to power under 
Benazir Bhutto in 1988, had already par- 
tially implemented. 

The PPP's criticism of Sharif's rule, 
Leghari says, was not about privatisation 
itself, but about what it saw as corruption 
and a lack of transparency in the pro- 
gramme. (The interim government plans a 
wholesale reviéw of the privatisation ef- 
fort.) 

Sharifs departure shook the markets, 
but not for long. The Karachi Stock Index 
fell 3.5% the day after his dismissal, and 
there were wild rumours of a run on for- 
eign-currency bank accounts. But public- 
sector investment banks stepped in to re- 
verse the slide in stocks, and the central 
bank stabilised the currency by affirming 
that foreign-exchange liberalisations are 
here to stay. 

Leghari, the scion of landed aristocracy, 
was production minister in Zulfikar Ali 
Bhutto's PPP government in the 1970s. The 
other 14 interim ministers are drawn from 
the PPP and a broad spectrum of other par- 
ties. It is left to this group to present a 
budget for the fiscal year that begins on 1 
July, though the elected government will 
have the right to amend it. 

The interim cabinet inherits an economy 


| 
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By N. Balakrishnan 


leisurely 15-minute stroll along a 
A 1,2-kilometre causeway is all that 
separates Singapore and Johor 
Baru, Malaysia’s southernmost city. Econo- 
mically, though, they are much further 
apart. Singapore has high-rises and high 
costs, while in low-rise Johor "almost 
everything, from petrol and vegetables to 
property, is about 30-40% cheaper" notes 
Muhyiddin Yassin, chief minister of Johor 
state. 
That should be all the advantage Johor 


. needs to capture some of the spillover eco- 


that Leghari describes as broadly mixed. | 


Pakistan can meet its contractual obliga- 
tions, including debt servicing, he says, and 
has foreign-exchange reserves of US$700 


million, equal to three-and-a-half weeks' 


imports. 

But growth has slowed sharply in the 
past nine months, and not entirely because 
of last year's floods, Leghari says. He ac- 
cuses the Sharif government of ignoring 
agriculture, particularly cotton, the source 
of 60% of the country's exports and lately 
the victim of a damaging virus. 

He also ascribes the widening budget 
deficit to lax fiscal discipline by the Sharif 
government, whose borrowing Leghari 
says has deprived the private sector of 
credit. He promises to release figures soon, 
and vows to take harsh measures in the 
next budget if necessary. 

Meanwhile, Leghari pledges to end the 
Sharif government's habit of violating defi- 
cit-reduction promises made to the IMF, the 


World Bank and other multilateral agen- | 


cies. Finance Secretary Saeed Qureshi says 
the deficit for the current fiscal year will 
total 6.8-7.0% of GDP, far exceeding Sharif's 
pledge of 4.6%. 

For the coming fiscal year, Pakistan has 
promised the IMF a budget deficit at 5.5% 
of GDP. Leghari vows to honour this, but 
he is not saying how he will do so in the 
face of politically irreducible defence ex- 
penditures, a heavy debt burden, and com- 
mitments to lower both tariffs and corpo- 
rate tax rates. E] 
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nomic activity from its neighbour. Yet 


. Urban Fringe 






0 0.5 km 


Johor Baru is still a 
city of narrow 

streets and small 
shop houses. To fit it out as a new dynamo 
would require massive (and disruptive) 
redevelopment. The solution, as in Singa- 
pore and Hongkong, is to push outwards 
by building into the sea. 

Now Hong Lee Pee, chairman of Ma- 
laysia's Pilecon construction group, has 
come up with a proposal to do just that. 
Priced at M$4 billion (US$1.6 billion), it 
envisages a string of residential and com- 
mercial developments along Johor's water- 
front. The project will be completed over 
15-20 years and will provide 650,000 square 
metres of commercial space, including five 
hotels, four 30-storey office towers, a 40- 
storey central block and a convention cen- 
tre. More than 1,560 condominiums will be 
built on a series of man-made islands, com- 
plete with space for residents to park both 
cars and boats. 

Rather than reclaim land by infilling, a 
technique that involves a delay while the 
land consolidates, Pilecon plans to build 
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| Malaysia's Pilecon plans Johor city-in-the-sea 


quickly by piling straight down to the sea 
bed. 


Hong is now seeking support from re- 
gional developers, hoping they will be at- 
tracted by the site’s proximity to Singapore. 
At the end of April, he was courting prop- 
erty companies in Hongkong, Taiwan and 
Japan to develop individual parts of the 
“Waterfront City”. 

JB Coastal Development, a joint venture 
headed by Hong, will oversee the project. 
Kuala-Lumpur based Pilecon owns 52% of 
the company, with private investors hold- 
ing the rest. Among the individual backers 
is Tunku Osman Ahmad, chairman of the 
Malaysian Timber Industry Development 
Council, and a board 
i member of MUI Bank 
and local property de- 
veloper Pelangi. 

Several factors fa- 

vour the project. One is 
that by 1995, Singa- 
pore’s Mass Rapid 
Transit system will 
reach Woodlands, at the 
Singapore end of the 
causeway. The railway 
might even be extended 
to Johor Baru if Ma- 
laysia and Singapore 
can resolve how to split 
the M$300 million cost. 
Moreover, a second 
causeway, to the west, 
will be completed by 1997. 
Equally important, the Johor state gov- 
ernment has designated the waterfront site 
a special economic zone, in which foreign- 
ers may own 100% of their projects. This 
raises the prospect of Johor becoming a 
low-cost “backshop” for Singapore, as Chi- 
na's Shenzhen is for Hongkong. 

Yet the neighbours remain ambivalent 
about closer economic ties. While Malay- 
sians may like the benefits that high-spend- 
ing Singaporeans bring to the state, they 
do not relish the resulting inflation. 

In addition, mindful of the sometimes 
testy relations between the neighbours, 
Muhyiddin is careful to say that the water- 
front development aims to complement, 
rather than compete with, facilities in Sin- 
gapore. In any case, there is a clear domes- 
tic need to be met. Johor Baru's population 
of 800,000 is expected to exceed 2 million 
in the next 20 years. Meanwhile, the state 
is pulling in foreign investors as it trans- 
forms itself from a rural to an industrial 
economy. Creating room for growth has 
become a priority. z 
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BANGLADESH 
Forex Rules Eased 


In a bid to attract foreign 
investment, the government 
further relaxed exchange 
controls on 23 April. It allowed 
foreign-owned and joint- 
venture companies to borrow 
unlimited taka loans locally 
and short-term foreign- 
currency loans from abroad 
without central-bank 
permission. It also allowed 
foreign airlines, shipping 
companies and courier services 
to remit surpluses without 
having to seek permission. 


JAPAN 


Financial Blues 


The nation’s troubled financial 
system received more bad 
news on 23 April, when two 
US credit-rating agencies 
downgraded debt issued by 
several Japanese banks. 
Moody’s Investor Services 
downgraded ratings on US$8.5 
billion of Sumitomo Bank and 
Fuji Bank senior debt, while 
Standard & Poor's lowered 
ratings on Mitsubishi Trust, 
Sumitomo Trust, Mitsui Trust 
and Yasuda Trust. 





Japan's car output falls. 
Vehicle Output Slumps 
Japan's vehicle output fell 6.2% 
in the year ended 31 March, 
the sharpest fall since 1974, 
when surging oil prices sent 
the economy into a tailspin. 
The drop was the second 
consecutive annual fall in 
vehicle production. Domestic 
sales of cars, buses and trucks 
fell by 7.4%, while exports 
slipped 2.9%, the Japanese 
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Automobile Manufacturers 
Association reported on 26 
April. 


INDIA 


Coke Proposes Plant 

US soft-drinks giant Coca-Cola 
has proposed setting up a 
wholly owned, Rs 450 million 
(US$14.3 million) plant in 
India to make beverage 
essences for use by licensed 
bottlers, local media reported. 
The move indicates Coca-Cola 
may be trying to extricate itself 
from a tie-up with biscuit 
group Britannia Industries, 
now the subject of a takeover 
battle following disputes 
between Singapore-based 
businessman Ranjan Pillai and 
his partners. 


VIETNAM 
Abacus Venture 


Vietnam Airlines signed a 
memorandum of 
understanding to form a 
US$300,000 venture with 
Abacus Distribution Systems, 
giving Vietnam its first access 
to an international 
computerised reservations 
system. The venture, National 
Marketing Co., will be the 
exclusive distributor of the 
Abacus system in Vietnam. 
Abacus is jointly owned by 
airlines from Japan, 
Hongkong, Taiwan and 
Malaysia, as well as US-owned 
Worldspan Global Travel 
Information Services. 


AUSTRALIA 
Keating Wage Plan 


Prime Minister Paul Keating 
on 21 April proposed ending 
the country’s 90-year-old 
system of centralised wage 
fixing. Firms would instead be 
allowed to negotiate individual 
pay deals based on 
productivity improvements. In 
his first major address since 
winning the 13 March national 
election, Keating said his 


Keating proposes wages plan. 


industrial relations minister, 
Laurie Brereton, would 
consult both industry and 
labour during the next few 
months before submitting 
legislation to deregulate the 
system. 


TAIWAN 
President in Wang Deal 


President Enterprises and 
related companies acquired 
two Taiwan subsidiaries of 
Wang Laboratories through 
President's investment arm, 
Rong Cheng Investment. The 
US$150 million deal included 
the 100% takeover of Wang 
Laboratories Taiwan and a 
51% stake in Wang Industrial, 
a sales and marketing unit. 
Wang Laboratories, a US 
computer company, filed for 
bankruptcy last year. 


CHINA 
Warning to Mexico 
Peking threatened to retaliate 


against Mexico for its 14 April 


imposition of anti-dumping 
duties on Chinese exports. 
Chinese trade officials called 
the taxes on a long list of 


products “unfair,” claiming the 


exports were merely 
“competitively priced.” The 
official China Daily cited a 
1,005% tax on shoes, and said 
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China has never exported to 
Mexico some of the products 
cited on the list. 


SOUTH KOREA 
US Chip Duties 


The US International Trade 
Commission on 22 April 
posted final countervailing 
duties totalling US$446 million 
against South Korean makers 
of dynamic random access 
memory chips. The 
commission raised duties set 
by the US Commerce 
Department in March. 
Samsung Electronics’ duties 
rose to 0.82% from 0.74%, and 
Hyundai Electronics’ to 11.45% 
from 7.19%. Goldstar 
Electronics’ were unchanged at 
4.97%. 


Lucky-Goldstar Arrests 
President Kim Young Sam's 
anti-corruption drive swept 
into big business circles on 26 
April, with the arrest on 
bribery charges of two 
officials from the Lucky- 
Goldstar group, the nation’s 
third-largest conglomerate, as 
well as one former Lucky- 
Goldstar executive now 
employed by Samsung Heavy 
Industries. The three men 
allegedly paid kickbacks to 
secure lucrative construction 
contracts from housing 
cooperatives in Seoul. 
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agination of Vietnam for more than 

three decades. The writer-singer first 
gained fame in South Vietnam in the 1960s 
for his enchanting love ballads and grip- 
ping anti-war songs, which prompted the 
American folk singer Joan Baez to dub him 
“the Bob Dylan of Vietnam.” 

“No one else better reflects what's in 
the hearts of the Vietnamese," says an in- 
tellectual about the 600 songs Son has pub- 
lished since he wrote Wet Eyelashes in 1959 
about a girl mourning the death of her 
mother. 

The frail-looking composer, now 54, 
had completed a year in hiding to escape 
the military draft when he wrote his first 
anti-war song in 1965, as the US was send- 
ing hundreds of thousands of troops to 
Vietnam to fight a growing communist in- 
surgency. Until the war ended a decade 
later with the defeat of the Saigon govern- 
ment, Son continued hiding in the houses 
of his friends in Saigon, Dalat and Hue to 
avoid arrest. Occasionally, he came out of 
hiding to perform in universities, protected 
from the police by students who shared 
his anti-war sentiments. 

His popular Lullaby sold two million 
records in Japan in 1969 and won him a 
gold record award. "Rock gently my child, 
| have done it twice," he sang about a 
mother mourning the death of her soldier 
son. “This body, which once was so small / 
That I carried in my womb, that I held in 
my arms/Why do you rest at the age of 20 
years?" Fearing that such powerful lyrics 
would demoralise its troops, the South Vi- 
etnamese government banned his songs 
and confiscated his recordings. 

Son ran into a buzz-saw of protest 
when, after communist tanks crashed into 
the gates of Saigon's presidential palace on 
30 April 1975, he accepted an invitation to 
sing on the radio one of his reconciliation 
songs about arms extending from north to 
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Popular Writer-Singer 
Is Vietnam's Bob Dylan 


Anti-war composer who gained fame in the 1960s 
with his ballads continues to capture the 
imagination of his countrymen 


south Vietnam. Many anti-communists ac- 
cused him of being a traitor. 

Son's troubles did not end with the re- 
turn of peace. He went to the countryside 
near Hue, in central Vietnam, to visit some 
friends. When Son tried to return to Ho 
Chi Minh City, the new name for Saigon, 
the authorities in Hue would not let him 
leave. Instead he was sent to live with a 
peasant family near the Truong Son moun- 
tains, where he planted rice and manioc in 
fields littered with unexploded munitions. 

It was not until late 1979 that he was 
allowed to move back to Ho Chi Minh 
City. Since then, Son has tried to put this 
experience behind him. "I have many good 
souvenirs of women bathing in the river," 
he jokes of life in the countryside. 


€ Youcan' plant a 
Vietnamese tree 
in America or 
France e 


Son grew up in Hue, the son of two 
poets. His father made a living selling bi- 
cycles and motorcycles, but in 1945 he was 
arrested for supporting the Viet Minh re- 
sistance against French colonial rule. After 
his release four years later, Son's father 
moved his family to Saigon, where he was 
killed in a traffic accident in 1955. 

The hard-drinking composer remains 
one of Ho Chi Minh City's most eligible 
bachelors. ^I drink very much because I'm 
lonely," he confesses. "If I don't drink, 1 
can't sleep." 

Son is still Vietnam's most popular 
composer, even though he is no longer as 
prolific as he was during the war. He has 
written only 100 new songs since 1979 and 
these focus primarily on love, Vietnam's 
natural beauty and the struggles people 
face in their everyday lives. Many of his 
songs now have a reflective Zen Buddhist 
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overtone. 

Son's lyrics no longer carry a searing 
political message. "It's not my job to criti- 
cise the government," he insists, though he 
willingly airs his views in private about the 
communists' post-war performance. 

Before 1975, we were richer than Thai- 
land and many other countries in South- 
east Asia," he argues. "By following Russia 
and China, the Communist Party has made 
our country poor. Now they no longer run 
after other countries, so we're becoming 
richer again," he says, alluding to the re- 
sults of the free-market reforms begun in 
1986. "Capitalism will arrive in Vietnam 
again," he declares. "Marxism is something 


unnatural" 
S painting and writing newspaper ar- 
ticles. Many of his works are bright 
abstract nudes and still life scenes. Part of 
his switch to art appears to have been mo- 
tivated by economics. “I can sell one pic- 
ture for US$1,000 but one of my songs sells 
for only US$10-20, even though I work on 
it for the same length of time.” 

The last of Son’s siblings, a younger 
brother who had hidden Son during the 
war, emigrated to Canada last July, But Son 
has no desire to leave. “If I go abroad, I 
can't work," he explains. “You can't plant 
a Vietnamese tree in America or France." 

Son's songs, particularly those written 
before 1975, are still widely admired 
among the two million Vietnamese living 
abroad. Much of his appeal comes from 
his ability to capture the heartbeat of 
Vietnam, such as in the following song, 
made popular among Vietnamese in the 
US by his former girlfriend, the singer 
Khanh Ly: 

You have gone but the peace is the same 

The leaves are still green on the small streets 

The old park still echoes to mother's lullabies 

The voices of children, the gleam of sunshine 

The afternoon cock crow 

Do you remember or have you forgotten? m 


ince 1979, Son has also taken up 
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Can you meet peak In Sweden power cascades freely down the 


loads in Germany with mountains, while Germany’s power potential 


electricity from lies in the ground as fossil fuel. ABB linked 


a Swedish water fall? these resources by laying a single submarine 





ABB Holding Ltd., Reader Services Center, G.PO. Box 448, Hong Kong 


cable beneath the Baltic Sea. Now Sweden's abundant hydropower 
feeds the German electricity grid, and the two countries can exchange 
electricity to offset peak loads at different times. ABB pioneered the 


transmission of High Voltage Direct Current (HVDC), which can 


shift huge amounts of power, reducing electrical transmission losses 


by 1/3, across vast distances. oe the key which can unlock . 
the massive environmental benefits of renewable, non-polluting 
hydropower to selene dwindling fossil fuel resources. 

As a leader in electrical engineering for power generation, transmission 
and Jeeban, in adosi and transportation, ABB is committed to 
industrial and ecological efficiency vodici, We transfer know-how 
across borders with ease. But in each country, ABB local operations 
are decentralized and flexible. That means we are close at hand to 
help our customers- respond swiftly and surely to technological 


challenges which stretch the limits of the possible. 
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Don't Forget Us 

I welcome Frank Ching’s new column, EYE 
ON ASIA. Having followed his coverage of 
the region, I look forward to his weekly 
commentaries. 

However, much depends on which 
" Asia" Ching i is talking about. My hunch is 
it is East and Southeast Asia. With the 
exception of India and Pakistan, the rest of 
South Asia will get only perfunctory 
treatment — both in news and commen- 
taries. 

During my 25 years in Southeast Asia, I 
accepted indifference to South Asia on two 
assumptions. First, the region did not pro- 
duce enough news. Second, commercial 
interests did not justify the kind of cover- 
age provided to other countries. 

But now South Asia provides a far more 
difficult and challenging story. It is diffi- 
cult not only because of policy errors com- 
mitted by most South Asian nations, but 
because of conflicting opinions, furious 
academic debates and mounting pressure 
brought on countries like Bangladesh by 
donor agencies to justify aid. 

These stories may largely be interpreta- 
tive, using hard news only as a base. But 
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they can also demonstrate empathy — not 
pity or compassion — towards Bangladesh 
and its neighbours. 

When the REVIEW's attitude changes 
from indifference to empathy, it will iden- 
tify the efforts by a number of South Asians 
to fight their LA out of the M va 
thing i is so Mun db 

There is much to see in South Asia. 
Frank — take a look with your EYE ON ASIA. 

S. M. ALI 

Editor and Publisher 
The Daily Star 
Dhaka 


Off-base on India 
In THE 5TH COLUMN [Asia's New Arms 
Race, 15 Apr.], Bilveer Singh states that 
during the Cold War Vietnam, North Ko- 
rea and India were "denied access, wher- 
ever possible, to Western weapons" be- 
cause these countries were regarded as 
"Soviet allies." This is totally untrue re- 
garding India. 

For example, in the 1980s India ordered 
131 Mond Dp bombers and 
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27 Sea Harrier jump-jets from British Aero- 
space. It also ordered a daunting array of 
British-made missiles. These agreements 
followed the purchase of 41 Westland Sea 
King helicopters during the 1970s. 

At about the same time, the French 
state-run aerospace company, Dassault- 
Breguet, won a lucrative deal to sell 49 
Mirage-2 2000 aircraft to the Indian air force. 
Another French state-owned defence con- 
tractor, Aerospatiale, sold helicopters and 
missiles to New Delhi. 

The Indian air force further operates 
three Learjets and two Gulfstream jets 
made in the US. They are used for 
strategic reconnaissance and signals intel- 
ligence. 

Surely, these and other deals do not 
constitute a Western arms embargo against 
India. 

HARISH MEHTA 
Singapore 


Coming Clean 

Bradley Martin's article on Kim Il Sung 
[Remaking Kim’s Image, ARTS & SOCIETY, 
15 Apr.] is fascinating. Still, 1 fear he reads 
too much into the slightly reduced men- 
dacity of the great leader's memoirs as 
compared with previous Pyongyang 
hagiographies. | 

Kim's own writings have always been 
more candid than the outpourings of his 
sybarites. His 35-plus volumes of collected 
works contain frank criticisms of every- 
thing from food Sorapa to fraudulent 
statistics. 

The great leader also affects a rather 
unconvincing modesty, as when he writes: 
“What we do oppose is pompous birthday 
celebrations.” Darn it, though; those diso- 
bedient North Korean folks won't pay at- 
tention — they just go right ahead with 
those grandiose birthday celebrations 
every year. I wonder why! 

AIDAN FOSTER-CARTER 
Director 

Leeds University Korea Project 
West Yorkshire, Britain 


rm Still Free 
The reports of my capture by Indonesia 
have been greatly exaggerated [East Timor 
Rebel Caught, REGIONAL BRIEFING, 22 
Apr.]. I am currently on a speaking tour of 
the US, and testified in front of the Indone- 
sian delegation at the UN Human Rights 
Commission in Geneva in March 1993. My 
wife continues to be interrogated as a form 
of harassment. 
CONSTANCIO PINTO 
Madison, Wisconsin 
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The More the Merrier 


Reject the dismal prophets of population control 





hen historians rank the most disastrous Western 





W export to the East, Marxism will doubtless top the | 


list. But our candidate for second. place is the still- 
fashionable idea of population control. More than a century 
ago, British economist Thomas Malthus predicted a world 
whose very development signed its death warrant: too 
many people chasing fewer and fewer resources. Today his 
intellectual descendants can be found: throughout Asia, 
warning of impending doom unless countries r move quickly 
_ to reduce their populations. 


There is often a racial cast to these ellos. Margaret d 
Sanger, the founder of Planned Parenthood, made clear in ' 


her writings that she saw her programmes as preserving 
white supremacy. The problem, it seems, is always brown 
or yellow babies, never white ones. Even today this control- 
by-race view can emerge, as when the administrator for the 
United Nations Development Programme let slip during a 
press conference at the Manila Hotel last year that only one 
in five babies born today is white. The others, he said, were 
from Third World mothers, and this concerned him. 

In Asia the impetus for population control has come 
largely from foreign aid groups. Over the years these or- 
ganisations — including the US Agency for International 


Development and the World Bank — have argued that | 


Asia's large populations are a cause of poverty. The most 
frequent countries cited these days are China, India, the 
Philippines and Indonesia. Huge sums of money have been 
pumped into population control, with little effect. 

Our Malthus-debunking graph nearby, however, calls 
into question the assumption of the population planners. 


| roughly three-quarter’s of North Korea's 
„people per kilometre for the South versus 185 for the North). 
; China (125) ranks among the least densely populated coun- - 


, many Dutchmen. O83 
Just as compelling are the inferences from the political- | 
economic situation of the countries we list. The wealthier 


f 





countries, the ones with high population densities, also hap- 
pen to be the most capitalistic countries. While North and 
South Korea started their development from roughly the 
same low base, South Korea has become far more wealthy 
even though it has about twice as many people living on 
land mass (450 


tries in the region, and certainly nowhere near the off-the- 
chart mowded circumstances of infinitely wealthier Hong- 


kong or Singapore, which if they have a population prob- 


lem, it is a labour shortage. 

The apostles of population control simply assume that 
resources are fixed and remain immune to human creativity 
or effort. Thus the tendency for grand predictions of immi- 


nent catastrophe. Paul Ehrlich, perhaps the most famous 


We would say that population density is more significant | 


than total population. On the basis of disant ad | 


the supposed problem coun- 
tries have relatively low num- 
bers of people per square kilo- 
metre of land. Indeed, China 
and Indonesia rank well to- 
wards the bottom of the list. 
Even more interestingly, the 
places at the high end of the 
population density list are 
among the wealthiest in the re- 
gion: Hongkong, Singapore, 
Taiwan, South Korea and Ja- 
pan. Nor is this relationship 
confined to Asia. Italy and Brit- 
ain have more than double the 
population density of Indone- 
sia. The Netherlands is one of 
the most crowded places on 
earth, but we don't hear the 
World Bank warning of too 
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modern doomsayer, opened his 1968 manifesto The Popula- 
tion Bomb with the following: “The battle to feed all of hu- 
manity is over. In the 1970s the world will undergo famine 
— hundreds of millions of people are going to starve to 
death.” Of course, nothing of the sort happened. 


hose of us who see economic freedom as the most 
crucial factor in development note that in capitalist 
economies each worker by definition produces more 
than he consumes. Each additional worker means a bigger 


. pie for all. Thus food production, to name perhaps the most 


obvious resource, far exceeds the growth in population. In- 
deed, we have reached the point where famine is almost 
, always man-made — whether 
B. in Stalin’s Ukraine, Mengistu's 
E: Ethiopia, or the Khmer Rouge's 
Cambodia. 

The best answer for those | 
worried about population . 
growth is economic prosperity. 
As people grow more wealthy, 
they tend to defer marriage and 
children. But lower population 
rates follow rather than precede 
development. It took many 
years before Marxism was fi- 
nally rejected as an ideology. 
How much more grateful all of 
Asia would be if Westerners fi- 
nally rejected Malthus and con- 
centrated on opening their mar- 
kets instead of on limiting our 
numbers. E 
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INTELLIGENCE _ 


Air Raid 


The Ayala Corp. through its investment | 
vehicle Cumulus Holdings, is pressing for | 
the dissolution of PR Holdings, the consor- _ 
tium which purchased 67% of Philippine | 
Airlines (PAL) in March 1992. Lucio Tan, : 
who holds 53% of the firm through his | 
own 40.5% holdings and the 12% proxies | 
he controls, has rejected Ayala’s move in | 
: close to him have confirmed to the REVIEW 
| that his official retirement date is Octobe 


PR Holdings' board. Avala, which has 16% 
of PR Holdings, is planning to file a case at 
the Securities and Exchange Commission - 


to force the dissolution of the holding com- | 
pany on the grounds that the stockholders | j 
on 24 March 1992 unanimously passed a - 
resolution for the PAL shares held by the | 
firm to be distributed directly to its PR | 
, Holdings stockholders “as soon as permit- | 
ted.” Tan will lose control of PAL if PR | 
Holdings is dissolved, since his direct in- - 
vestment in the consortium translates to | 


only 27% equity in the airline. 


Dangerous Work 


Russia's Ministry of Security, formerly | 
the KGB, recently prevented two groups of. 
Russian missile scientists from going to - 
North Korea to work. A group of 18 scien- 
tists and engineers was stopped in Decem- | 
ber and another 32 were barred from leav- | 
ing Russia in February. Despite these suc- | 
| the then government of prime minister 


cesses, Security Ministry officials say they 


have little idea of how many Russian sci- | 
entists and engineers have actually gone to — ; 
. with the violent crackdown on pro-democ- 
racy demonstrators in Bangkok in May | 
. 1992, which led to the resignation of ap- 
| pointed prime minister Suchinda Krap- 


North Korea. 


Tapping the Triangle 


Indonesia's President Suharto is ready | 

to endorse the concept of a northern | 
"growth triangle" encompassing northern | 
Sumatra, southern Thailand and the north- | : 
ern states of Malaysia. Diplomatic sources | Opium War 
in Kuala Lumpur say that Suharto has al- — 
ready expressed his support for the idea to | 
Thai officials and is expected to make a _ 
. his rivals in the United Wa State Army. 


statement endorsing it by the end of May. 


Behind-the-scenes talks on enhancing eco- | 
nomic cooperation in the affected areas of | 
the three countries have been taking place | 
between Malaysian, Indonesian and Thai | 
| MTA and the UwSA in the Thai-Burma 
. border 
place deeper inside Burma's 
, The heaviest fighting reportedly occui 


officials for the last two vears. 


Ship Mates 


Russian warships will pay their first - 
port calls in China during the second half | 
of this year. The visits were arranged dur- | 
ing the first visit to Moscow by a Chinese | 
navy commander, Adm. Zhang Lian- | 
zhong, in April. The port calls are part of | 
continuing efforts by the two military es- | 
. so far. 


| tablishments to forge close contacts. 
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_ Entrenched Position 


Thai army commander Gen. 

Wongwanich may well remain in 
present post longer than previo 
thought. Vimol, by tradition the mos 
politically powerful of the country’s armed 
service chiefs, has routinely been described 
in the local and foreign media as due - 
to retire in October 1994. But generals 


| 1995, EE his 60th VE in Ma 


2o dV NO 





Vimol may stay on. 


that year. Vimol was promoted to army 
chief in August 1992 following a con oo 
troversial reshuffle of military leaders by © 


Anand Panyarachun. The government ^ 
moved aside military chiefs associated. . 


rayoon, himself a former army com- 
mander. 














The Thai military, as part of its efforts” 
to mediate in fighting between opium war- 
lord Khun 5a’s Mong Tai Army (MTA) and- 


(UWSA), organised a meeting between the 
two groups in the indi Thai city of. 
Chiang Mai on 9 April Although little 
fighting, has been reported between the 


have take 
Shan sta 


area, fierce battles 


near Mong Yawn in southern Shan. sta 
on 2 February, when several hundred so 
diers are believed to have died. Thailand's : 
mediation efforts stem largely from its- 
efforts to restore the lucrative border trade, . 
which has been badly disrupted by the . 
fighting. No agreement has been reached | 
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CHINA-TAIWAN 


Tactical Manoeuvres 


Participants differ over meaning of Singapore talks 


By Julian Baum in Taipei 


o one expected that, even in the 

balmy — of tropical Sin- 

gapore, Taipei and Peking would 
see eye to eye on differences that have 
made the two governments rivals for most 
of this century. So it is not surprising that 
the two sides have come up with sharply 
conflicting interpretations of their unoffi- 
cial but highly politicised talks in Singa- 
pore in late April. 

China seemed to be doing its best dur- 
ing and after the Singapore meetings to 
suggest that the two sides had taken an 
important step down a road which would 
eventually lead to unification. 
Taiwan's official spin, by con- 
trast, is that the 27-29 April con- 
ference was a strictly non-politi- 
cal event that had helped to 
boost the island republic's inter- 
national standing and demon- 
strated equality between the two 
sides. 

“Actually, I see these talks as 
a success," President Lee Teng- 
hui told Chinese reporters , “es 
pecially in the way of signing the 
agreement and the protocol ar- 
rangements. All these things 
showed it is an undeniable fact 
that we have equal status with 
communist China." 

Others, including members of 
Taiwan's opposition Democratic 
Progressive Party (DPP), have 
agreed the meetings highlighted that prob- 
lems in relations across the Taiwan Strait 
can be tackled constructively. “We both got 
what we wanted from these talks,” said an 
official at the Straits Exchange Foundation 
(SEF) which is responsible for contacts with 
mainland China. 

The SEF hopes two agreements signed 
in Singapore on document verification and 
registered mail will be followed by other 
more substantial agreements, using the 
framework set up in Singapore for routine 
consultations with the SEF’s counterpart in 
Peking, the Association for Relations 
Across the Taiwan Straits. Taiwanese offi- 
cials also hope the process will not be de- 
railed by “political” issues, such as Pe- 
king’s demand that Taipei lift its ban on 
direct trade and investment with the Chi- 
nese mainland. In fact, however, the ban 
has already become a sticking point. Pe- 
king raised the issue when Taiwan asked 
for an investment protection agreement. 

On the tactical side, Taiwan's repre- 


sentatives did not seem to be intimidated 
by the communist officials, whose slick 
performance, both privately and with the 
press, contrasted with the sometimes 
rougher and more garrulous conduct of the 
Taiwanese. The Taiwanese also success- 
fully resisted attempts by former Shanghai 
mayor Wang Daohan, who led the Chinese 
team, to discuss sensitive policy issues that 
were not on the agenda. 

That did not, of course, prevent China 
using its media to put its own slant on the 
talks. The Chinese Communist Party news- 
paper, the People's Daily, commented that 
the success of the talks “will help promote 
all kinds of contacts and exchanges, mov- 





Taiwan official Koo Chenfu and Wang celebrate after the talks. 


ing forward the task of peaceful unifica- 
tion of the nation." 

In Peking's eyes, the talks were appar- 
ently so promising that it now hopes fu- 
ture meetings can take place at higher lev- 
els, perhaps even at the very top. Accord- 
ing to a report from Peking by the China 
Times, one scheme would have Chinese 
Communist Party General Secretary Jiang 
Zemin meeting with Taiwan's "highest 
leader" by 1997, the year Hongkong reverts 
to Chinese rule. 

With so much at stake for Taiwan, and 
despite the clear ground rules on contin- 
ued dialogue, observers say it is natural 
that Taiwanese opinion about the talks has 
revealed a chronic insecurity and uncer- 
tainty about how, or even w hether, to pro- 
ceed in the future. One problem is that 
many observers in Taiwan believe Peking 
gained substantial propaganda advantages 
from the Singapore exchange. The interna- 
tional media also appeared to conclude 
that if the two sides were meeting, then the 


trend could only be one way: towards 
eventual unification on Peking's terms. 

"The international view is that the two 
sides are stepping into unification," said 
Kuomintang (KMT) lawmaker Huang Chu- 
wen. “The pro-unification side will use 
these talks to push unification more rap- 
idly. So I think we lost as soon as we sat 
down at the table. Everyone knows that 
it’s impossible to succeed at talks with 
China.” 

As a veteran lawmaker and factional 
leader in the legislature, Huang would like 
to see the Taiwan Government do a better 
job of explaining its position to the interna- 
tional community. He would also like to 
push Taiwan's bid to re-join the UN more 
aggressively as a demonstration that the 
island will not succumb to Peking's rule. 

Most, however, see the contacts as a 
necessary evil, if not a positive good. In 
their attempts to strengthen support for 
independence, some opposition lawmakers 
have used the talks as another pretext for 
attacking the government's am- 
biguous attitude towards China. 
They claim this ambivalence ex- 
plains why Peking was able to 
win a tactical advantage in a dia- 
logue which is just beginning. 

"Communist China can 
openly and loudly say it wants 
unification," said opposition 
lawmaker Parris Chang. "But 
our government is in a difficult 
situation. They say they want 
unification, but basically they 
want to maintain the status quo. 
This is why the diplomatic poli- 
cies of the Kuomintang are so 
passive." 

In order to keep up pressure 
on the government and to re- 
mind the world that there is no 
consensus on the larger issues, 
the DPP sent a delegation of elected officials 
to Singapore to "observe" the talks. The 
decision was made after the SEF had re- 
fused to include an opposition member in 
the 10-person negotiating team, a refusal 
that some observers say was dictated by 
Peking. 

The DPP observers stirred up a small 
ruckus at a reception for Taiwan's delega- 
tion on 26 April, prompting some sharp 
criticism from President Lee. He and others 
apparently believed that the DPP had mar- 
red the Taiwan Government's image on the 
eve of the high-profile meetings under the 
eye of a large international press corps. 

The dispute has highlighted a latent 
conflict between the government's formal 
commitment to unification and its continu- 
ing efforts to promote democracy. "There 
is no example for us to follow," said former 
vice-foreign minister, now legislator, Chen 
Chien-ren at a seminar assessing the Singa- 
pore meetings. "Under these circum- 
stances, we are learning while doing." m 
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FOREIGN 


Hard Labour 


RELATIONS 


Dispute over workers’ rights sours US-Indonesia ties 


By Susumu Awanohara in Washington 
hina and Japan are not the only 
countries in Asia worrying about 
their relationship with the US. 

The US administration is about to de- 
cide whether Indonesia, accused by critics 
of violating workers’ rights, should be de- 
prived of preferential tariff treatment. With 
the Labour Department and the US Trade 
Representative's (USTR) office taking a hard 
line against Indonesia, the verdict seems 
almost certain to displease the Southeast 
Asian nation. Even if Indonesia escapes 
becoming ineligible for low tariffs under 
the US generalised scheme of preferences 
(GSP), its case is expected to be judged 
“pending,” leaving the threat of sanctions 
hanging as Washington continues to inves- 
tigate Indonesian labour practices. 

Some American friends of Indonesia are 
worried that the GSP case and other irri- 
tants, principally over human rights, could 
jeopardise the overall bilateral relationship. 
Asian diplomats in Washington mean- 
while fear that a decision against Indone- 
sia could represent the first step in a cam- 
paign that they see as US protectionism 
masquerading under the guise of human- 
rights advocacy. Even US businesses are 
concerned that Washington is “alienating 
one of the leaders of the Asia-Pacific in the 
midst of an historic opportunity to expand 
our business with the region,” as Robert 
Driscoll, president of the US-Asean Coun- 
cil, puts it. 

In June last year, human-rights group 
Asia Watch and the International Labour 
Rights Education and Research Fund 
(ILRERF), a pro-labour non-governmental 
organisation, separately petitioned the USTR 
to investigate Indonesian labour practices. 
Under US law, the president must end GSP 
benefits to a trading partner which is not 

“taking steps to afford internationally rec- 
ognised worker rights.” These rights in- 
clude freedom of association, the right to 
organise and bargain collectively, a ban on 
forced labour, restrictions on child labour 
and acceptable conditions of work. 

Both the Asia Watch and ILRERF com- 
plaints were accompanied by voluminous 
evidence gathered by the petitioners to 
support their allegations. With acceptance 
of these petitions, the US Government be- 
gan its own review of Indonesian labour 
conditions. 

This is not the first time petitions have 
been filed to punish Indonesia for its la- 
bour practices. But in the past, some peti- 
tions were rejected by the USTR as being 
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Alatas expects pressure on human rights. 


invalid and others were accepted but later 
dropped after government investigation. 
Late last month, a mid-level inter-agency 
group led by the USTR, the GSP subcommit- 
tee, took up the Indonesian case. Private 
and official sources say that, essentially, all 
agencies except one favoured putting In- 
donesia in the "pending" category; the La- 
bour Department wanted immediate sus- 
pension of Indonesia's GSP privileges. 

The same sources say that the Trade 
Representative, Mickey Kantor, personally 
reversed his agency's position from pend- 
ing to suspension, though Kantor's office 
refused to confirm this. The Indonesian 
case is now going up to a higher-level trade 
policy review group where the hardliners 
pushing for suspension will face opposi- 
tion from the departments of state and de- 
fence. The final decision is expected before 
the end of May. 

ILRERF executive director Pharis Harvey 
says attitudes of some officials in the US 
were hardening even before President Bill 
Clinton — who champions human rights 
— took office. This was principally because 
of the Dili massacre of November 1991 in 
which Indonesian security forces opened 
fire at a funeral on the island of East Timor, 
killing scores of mourners. 

Many observers expect that Clinton 
and Kantor, who are seen as pro-labour, 
will keep up the pressure on Indonesia. 
Some suspect that Kantor may have “non- 
Indonesian reasons" to hit Jakarta: in or- 
der to win congressional support for 
the extension of the US csp law, which 
expires in early July, the administration 
has to demonstrate that it is vigorously 
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enforcing the statute. 

The petitioners are naturally hoping for 
tougher US action against Indonesia. Asia 
Watch executive director Sidney Jones says 
that “if you don’t use this kind of leverage, 
there'll be no improvement in worker con- 
ditions.” 

But Driscoll of the US-Asean Council 
adds that trade sanctions are “not the way 
to get progress on worker rights, which is 
needed, or to maintain US competitiveness 
in Indonesia, one of our hottest markets.” 
He adds: “We need all the help we can get 
from our government and they're going to 
do the opposite." 

Even before the Gsr issue, the US-Indo- 
nesia relationship was under stress after 
Congress last October forced a suspension 
of US aid to Indonesia for military educa- 
tion and training in response to the 1991 
Dili killings. Despite strong resistance from 
the Bush administration, legislators wanted 
to punish the Indonesian military. But 
those who opposed the move thought the 
aid actually helped to make the army 
"more responsible and humane." As one 
retired army official with long vears of 
service in Indonesia complained: “Of all 
the money we spend on military aid, the 
best dollar we spend is in training, and 
we've cut it." 

Then in March in Geneva, the Clinton 
administration joined Portugal in a UN 
Human Rights Commission resolution 
condemning Indonesia's alleged human- 
rights violations in East Timor. In previous 
years, the US opposed the Portuguese and 
pushed for milder statements on East 
Timor. 

Indonesian Foreign Minister Ali Alatas, 
visiting Washington, told the REVIEW he 
was satisfied that the US position on East 
Timor has not changed fundamentally. The 
US has accepted Indonesian incorporation 
of East Timor, he said, without acknowl- 
edging that this was done through a valid 
act of self-determination. But after meeting 
officials and legislators here on 29-30 April, 
Alatas came away feeling that the US 
would become much tougher than before 
on human rights. 

Former US ambassador to Indonesia 
Edward Masters cautions that publicly tak- 
ing punitive action against "a country that 
is making progress in the areas that are of 
concern to us, that has been a moderate 
force in major international councils, and a 
country in which US has important eco- 
nomic and strategic interests," does not 
make sense. 

Masters' nightmare is that if Indonesia 
is cut off from US GSP it could also be ex- 
cluded from the services of such US agen- 
cies as the Overseas Private Investment 
Corporation (which provides investment 
financing and insurance), the US Ex 
Import Bank and the US Agency for Inter- 
national Development. "This spiral needs 
to be stopped," he says. Li 
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HONGKONG 
Clinton, Patten Meet 


Hongkong Governor Chris 
Patten met US President Bill 
Clinton at the White House on 
3 May. “I admire very much 
what he's trying to do there, 
sticking up for democracy," 
Clinton commented. A series 
of further meetings with senior 
administration officials is 
planned. Patten was also 
scheduled to meet legislators, 
including Sen. George Mitchell 
and Congresswoman Nancy 
Pelosi, who have introduced 
bills to attach conditions to 
China's most favoured nation 
(MFN) trade status. The main 
purpose of Patten's trip to the 
US was to lobby for an 
unconditional MFN renewal. 
He said: "I'll be arguing for 
[free trade], both as a matter of 
principle and as a matter of 
utilitarian importance for 
Hongkong's economy." Patten 
repeatedly stressed that 
Clinton recognised "that the 
proposals that we're 
discussing with Chinese 
officials at the moment are a 
matter principally to be 
resolved between the 
sovereign powers, between 
Britain and China, in the long- 
term interests of Hongkong." 


CHINA 

Li Peng Still III 

Chinese Prime Minister Li 
Peng, 65, was out of public 
view for a second consecutive 
week with what spokesmen 
continued to insist was just a 
“bad cold.” He was the only 
senior leader to miss the kick- 
off of the annual Communist 
Youth League congress, timed 
to coincide with the 74th 
anniversary of the anti- 
imperialist 4 May uprising. 
Previously, Li had missed a 
meeting with Philippine 
President Fidel Ramos and 
cancelled a state visit to 
Mongolia and the former 
Soviet Central Asian republics. 
Citing unspecified sources in 
Peking, meanwhile, the Express 
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Japan's socialists think again over the armed forces. 


newspaper in Hongkong 
reported that Li was suffering 
from heart disease. 





JAPAN 
Socialist Reversal 


In a break with one of its 
longest-standing policies, the 
Social Democratic Party of 
Japan (sbPp, has prepared a 
paper proposing that the party 
no longer regard the Japanese 
military as unconstitutional 
provided its functions are 
strictly limited to the defence 
of Japan. The new draft policy 
platform also approves 
reliance on nuclear power so 
long as development continues 
on other renewable sources of 
energy. The Spr] has opposed 
the armed forces since they 
were re-formed at the time of 
the Korean War. 





AUSTRALIA 

Keating Backs Japan 
Japanese Prime Minister Kiichi 
Miyazawa may have found an 
ally in Australia's Premier 
Paul Keating during his visit 
to Canberra. Keating "agreed" 
with Miyazawa's contention 
that US proposals to establish 
quantitative sectoral targets for 
Japanese imports of US 
products would be contrary to 
the interests of third-party 
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countries. But Foreign Minister 
Gareth Evans subsequently 
qualified reports that Australia 
was taking Japan’s side in its 
disputes with the US. 
Canberra supports Tokyo in 
rejecting Washington's 
proposal for managed bilateral 
trade, Evans said in a radio 
interview, but he added that 
Australia supports the US on 
the larger issue of removing 
obstacles to imports in Japan. 





VIETNAM 

New Land Law 

Hanoi's circulation of a draft 
new land law to be considered 
by the Vietnamese National 
Assembly later this year has 
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prompted widespread 
dissatisfaction, according to 
reports in the Vietnamese 
media. Farmers argue that the 
proposed land-use term of 15 
years is too short for them to 
invest in upgrading their fields 
or in planting industrial crops. 
The draft law, intended to 
reflect the party's move 
towards a free-market 
economy, also limits farming 
families to acquiring only 2-3 
hectares of land. Critics say 
this will hobble the 
development of large-scale 
agricultural production in 
areas such as the fertile 
Mekong Delta in the south. 


CAMBODIA 
Khmer Rouge Attack 


A Khmer Rouge guerilla 

force of up to 500 men 
attacked the northwestern 
provincial capital of Siem Reap 
on 3 May, holding the airport 
briefly. After pounding the 
town with mortars, rockets 
and automatic rifles, the 
Khmer Rouge was pushed out 
by Phnom Penh government 
forces. It was by far the 
biggest offensive by the 
Khmer Rouge since the 
November 1991 Paris peace 
accord. The Khmer Rouge is 
boycotting a UN-supervised 
election in Cambodia, 
scheduled to take place 
between 23-27 May. 


Forecast growth in beer consumption, 1992-96 
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“WHOSE BUSINESS SCHEDULE ARE you WORKING TO?” 





€J-— "We apologise for a further delay in the With it you can avoid traffic congestion and 
departure of flight 1047 Sound familiar? Well you'd indigestion by taking off and landing at an airport 
better get used to it. of your choice. A corporate jet puts you in control 

Research shows that over the next ten years the of your business schedule and the environment in 
number of passengers using commercial airlines is which you work. 


»expected to double. Expect overcrowding and — Aw In order to evaluate the business advantages of 


delays to do the same. operating a corporate jet, weve compiled The 





Expect to spend more time crawling along BAe Guide to Corporate Travel. 


the motorway and even longer check-in times. For your copy, simply fax or send us your business card. 


For many companies the solution to this long- \ few minutes now CORPORATE JETS € y, 


standing problem has been the corporate jet. could save you hours in the long run. 


Corporate Jets Limited (H'TF29), 3 Bishop Square, St. Albans Road West, Hatfield ALIO 9NE, England. UK fax: (0707) 253807. USA fax: (703) 4061128 





THAILAND 


More to Come 


Share scandal could force further resignations 


| A RAD SSR "URS 
| Paul Handiey in Bangkok 


though he has had to resign his 
parliamentary seat, flamboyant ho- 
tel tycoon Akorn Hoontrakul can 
take some consolation in public reaction to 
his decision. Akorn has received almost 
daily praise from the political fraternity 
and Bangkok media for his move to resign 
because of alleged involvement in a share 
manipulation scandal. 

Akorn also may soon have the company 
of some of his former colleagues to console 
him further. So far, he has. been alone in 
the so-called act of "political responsibi- 
lity,” but political pundits are predicting 
that several other leading heads will roll as 
the g governing coalition grapples with the 
first major test of its authority. 

The government's 22 April exposure of 
30 figures allegedly linked to major share 
price manipulation in 1992 was initially 
welcomed by both business and political 
circles as a long-expected clean-up of the 
Bangkok market. But subsequent leaks to 
the media of another 123 companies and 
individuals under suspicion of involve- 
ment by the Securities and Exchange Com- 
mission's (SEC) have sparked market un- 





certainty and given a new lease on life to | 


the hitherto lacklustre opposition. 


Unfortunately for Prime Minister | 


Chuan Leekpai, the SEC's move against 
market manipulators came on the eve of 
the 6 May start of the main three-month 
parliamentary session, when opposition 
parties are expected to press a no-confi- 
dence motion against the government. The 
continuing nosedive of the Bangkok stock- 
market will be a useful weapon for the op- 
position to hammer the government. 

The SEC is headed by Finance Minister 
Tarrin Nimmanhaeminda, a former banker 
and appointee of the Democrat Party, the 
core of the ruling coalition. After the stock 
market plunged 6.2% in the five-day 26-30 
April period following speculation about 
the list of 123 stock manipulators, the po- 
litical knives were drawn for Tarrin's 
blood. Nor was his situation helped by a 
cryptic allegation from Deputy Communi- 

cations Minister Thawee Kraikupt that the 
SEC sweep had failed to net a major stock 
manipulator he would identify only as 
“Mr T LÀ 

The allegation put Chuan and his 
Democrat Party, further on the defensive. 
Asked by reporters about "Mr T," Chuan 
said: "Whoever knows anything must say 
so out loud, so that the accused can defend 
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himself. If the accuser 
cannot be specific I will let 
the issue lie because | 
didn't start it." 

Chuan had earlier 
been subjected to ques- 
tioning over other mem- 
bers of his cabinet follow- 
ing Akorn's resignation. 
Akorn, chairman of the 
New Imperial Hotel 
group and a first-time MP 
for the ruling coalition 
Palang Dharma party, re- 
signed on 26 April. Akorn 
said that, because his ho- 
tel management had been 
named in the list of 123 
alleged manipulators, he 
wanted to show "political spirit and eth- 
ics" by renouncing any legal privileges he 
might be entitled to as an MP. 

Akorn's resignation was a highly unu- 
sual display of political conscience in a 
country where politicians normally hang 


responsibility. 
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Akorn was praised for ‘political 





on to the bitter end, whatever the char Bes 
against them. It also put two deputy prime _ 
ministers with connections to firms on the — 
SEC's list on the spot. Opposition party 
leaders challenged the two, Supachai. 
Panitchpakdi and Amnuay Virawan, to 
show similar political spirit by resigning. — 

Both deputy prime - 
ministers are former 
bankers appointed rather 
than elected to the gov- 
ernment. Supachai, a 
Democratic Party ap- 
pointee, is former chair- 
man of property com- 
pany Krisda Mahana- 
| korn, one of four com- 
-panies named by the sec 
as being deeply involved 
in the share manipulation 
scandal. Amnuay is al- 
leged by the opposition to 
have been a close associ- 
ate of Krisda Mahankom 
president Vichai Kris- 
dathanond. Both have 
vigorously denied any 
involvement in the scandal. 

Powerful Interior Minister Chavalit- 
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Yongchaiyut is also coming under pressure 


because his New Aspiration Party is finan- 
cially linked to two major manipulation 
suspects. u 
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There are over 200 multinationals that have made The effect on the economy speaks for itsel 
Pakistan their manufacturing and exporting hub. Pakistan's GDP rose by 6.5% in 1990-91, a substanti: 
Companies such as Shell, Daewoo, Coca-Cola, increase over the average rate of 4.7% in the previo. 
Hewlett-Packard and Toyota have been attracted by two years. And over the same period exports registere 
economic ‘¥eforms like 100% foreign ownership, a dramatic growth of 23%. 
Export Processing Zones and legal protection against But Pakistan has a lot more than just econom 
nationalisation. They are being rewarded with high reforms to offer its investors. The country s locatio 
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returns on their investments. puts MNCs in a unique position for access to Asi 
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Investment 
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No currency 
restrictions. 
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:xport Processing 


- 
Easy access to the 
markets of Asia and 
the Middle Last. 1 


Gus? 


well as to Pakistan's traditional trading partners in 


e Persian gulf, China and the newly independent 
viet Central Asian Republic s. 

It is abundant in natural resources including 
tton and minerals and the labour costs are low with 
workforce of around 32 million. Factors like these 
ake the set-up and operating costs in Pakistan 


nong the cheapest in the world. If you think you 


ownership of 

companies. 
ct 

Investments 


protec ted by law. 


Zones. 


Tax holidays up to 
the year 2000. 


Low labou r and 


operational costs. 


5 
e 


might be interested in taking advantage of all that 
Pakistan has to offer, it's not too late. 

Just contact the Embassy of Pakistan in your 
country or the Pakistan Investment Board im Islamabad, 


Pakistan, lax: 92-51-215554. 
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One country. Infinite possibilities. 
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Singapore Airlines 


and Swissair have both 





chosen Delta Air Lines 





as their partner in 


global alliance. If you're 


familiar with their 





tandards, then you're 
familiar with ours. 
.ome Experience 
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Howard Plaza Hotel 


provides 
executive 
travellers 
with 
sustenance 
and 
substance 


As one of Asia's leading hotels, 
Howard Plaza Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 


FarEastern Economk 





Howard Plaza Hotel 
160 Jenai Road, Sec. 3, Taipei, Taiwan, R. O. C. 
Tel: 886 2 700 2323 Fax: 886 2 700 0729 
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al 


other company in Habibie’s empire, 


Krakatau Steel. The steel maker, which 
supplies 90% of PAL's needs, offers a 5% 
discount to the shipbuilder. 

The yard has made impressive progress 
on the technical front. Thanks to aggres- 
sive licensing programmes from foreign 
contractors, especially German shipbuild- 
ers, PAL has built an array of vessels, in- 
cluding military patrol boats, container car- 
riers and a jetfoil. Plans are under way to 
build 10 passenger ships, the first sche- 
duled for presentation to President Suharto 
on 17 August 1995, the 50th anniversary of 
Indonesia's declaration of independence. 

Moreover, the US Navy has certified 
PAL to make en-route repairs for its ships, 
following a lengthy certification 
process in 1991-92 that focused 
on quality control and technical 
expertise. So far, one US ship 
has been serviced. "The work 
was done to our satisfaction," 
says a US defence source. 

But PAL has its problems. It 
has had to scale back its ambi- 
tious Cakara Jaya container- 
ship programme from 80 ves- 
sels to 56, most built by PAL and 
the balance by several smaller 
Indonesian shipbuilders. (Ten 
have been delivered and 22 are 
under construction.) Wiriadidjaja says in- 
creased use of specialised cargo vessels has 
undercut demand for the all-purpose 
Cakara Jaya models. 

Even so, the Cakara Jaya programme 
requires extraordinary subsidies. The pur- 
chase price of a typical ship is Rps 21.7 
billion. But the state-owned shipping com- 
pany, PT PAN, pays only Rps 10 billion; the 
government pays the remainder. This di- 
rect subsidy does not include the govern- 
ment's support of PAL. 

Heavy reliance on imported compo- 
nents and a mixed record on managing its 
shipbuilding programmes has eroded the 
cost advantage that Indonesia's cheap la- 
bour provides. Imported components 
make up fully 70% of the cost of the USS50 
million, 57-metre-long naval patrol boats 
that PAL manufactures. 

Wiriadidjaja says local contractors lack 
the skills to supply the broad range of com- 
ponents that the shipbuilding industry 
needs. "Suppliers are not professional," he 
says. "They have no engineers." 

PAL, however, may play an important 
role in developing the human resources 
that Habibie and the so-called tech- 
nologues around him want to promote. It 
puts many new employees through a 
three-year apprenticeship programme 
modelled on the German vocational sys- 
tem — 60% on-the-job training and 40% 
classroom time. 

Some 1,000 people have completed the 
course; 600 work for PAL and the rest are 
scattered throughout the shipbuilding in- 


FAR EASTERN ECONOMIC REVIEW 


PAL builds 


dustry. Wiriadidjaja says the Education 
Ministry may extend the system to other 
industries as well. Newly installed Educa- 
tion Minister Wardiman Djojonegoro was 
Habibie’s room-mate when the two stud- 
ied in Germany. 

Financially, PAL’s results are unimpres- 
sive. As with all of the so-called strategic 
industries under Habibie's control, reliable 
profit and sales figures are hard to come 
by. Wiriadidjaja says, however, that the 
company has made a profit over the past 
10 years "in aggregate." 


In fact, it would appear to be impossi- 
ble to calculate whether PAL is profitable or 
not. The government has yet to decide how 
much of what it has invested will be 








a vast array of craft, including patrol boats. 


treated as loans and how much as equity 
capital. Moreover, the interest rate on the 
loan portion is yet to be fixed. 

Profit, in any case, seems very much a 
secondary concern as Wiriadidjaja and his 
team struggle to upgrade the skills of In- 
donesia's shipbuilding industry. "What we 
still have to learn is to do the job on time," 
says Wiriadidjaja. "That is not only PAL's 
problem, it is a national problem. It is a 
question of discipline, how you consider 
the work ethic, like the Japanese and South 
Koreans do." 

However, with PAL protected by direct 
and indirect state subsidies and a huge do- 
mestic market, there seems to be little in- 
centive to improve efficiency. Wiriadidjaja 
says that with such huge domestic demand 
there is little need to look to the export mar- 
ket, which would make PAL more efficient. 
“Internally we need so many ships," he 
says. "It doesn't make sense to export if I 
need ships in Indonesia." 

Nonetheless, Habibie has proposed yet 
another expansion to enable PAL to build 
oil tankers for the export market. The 
US$100-150 million expansion, which has 
yet to be approved, would put PAL 
squarely in competition with the Japanese 
and South Korean firms which now domi- 
nate the market for big tankers. 

"| am sure we can compete against 
South Korea and Japan," says Wiriadidjaja. 
But with a typical size of at least 260,000 
tonnes, the tankers would be more than 10 
times larger than anything PAL has yet 
built. m Mark Clifford 
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Continued expansion __ 
in Asia resulted in strong © 
profit growth 
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The Group expanded its activities in China, 
commenced operation of its joint venture securities 
company in Korea, increased its resources in the 
derivatives business and made a major commitment to 
the investment management business. 9? 
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Beneath the Steppes 


2 Mongolia has trouble developing its mineral wealth 


By Peter Hannam in Ulan Bator | 


n the surface — or rather just be- 
neath it — Mongolia is richer than 
T people think. Just ask the World 
Bank. In a report released in February, the 
global lending institution listed about half 
of the 500 known deposits, including 80 
different minerals, that can be found in this 
nation of 2.2 million people. That puts it 
potentially on a par with resource-rich 
countries such as Canada and Mexico. 

Why is it, then, that three years after 
opening itself to overseas investment, Ulan 
Bator has failed to attract the money and 
expertise to tap its resources? 

To be sure, poor infrastructure and re- 
mote geography help explain the re- 
strained enthusiasm. Mongolia has barely 
4000 kilometres of sealed roads and rail- 
ways combined. This means that in addi- 
tion to bringing in heavy mining equip- 
ment, foreign investors will need roads, 
railways and pipelines. 

Take Tavan Tolgoi as an example. The 





giant coal deposit (see map) is said to hold 
2.5 billion tonnes of good-quality coking 
coal. Such untapped reserves should have 
lured potential foreign investors. 

But that has not happened. After taking 
account of the need to build a 400-km rail 
spur as well as water and electricity sup- 
plies, experts conservatively estimate the 
cost of mining the site at US$3 billion. This 
has discouraged some investors who came 
for a look in 1991, but have not expressed 
any desire since then. 

Unfortunately for Mongolia, the ques- 
tion of transport to foreign markets is un- 
likely to be solved soon. By the northeast- 
ern route, the nearest Russian port is 
Nakhodka 6,000 km away. The distance to 
the Chinese port of Tianjin is a quarter as 
far, but Mongolia and China have different 
rail gauges. 

With such daunting problems, poten- 
tial mineral investors have been forced to 
consider other options such as buying into 
existing mines with established transport 
routes. But even this alternative has not 


It was just a matter of time, really. Well, money, 
too. Our new double-stack high cube service to 


Midwest markets saves you both. The easy accessibili- 
ty of our on-site yard offers you faster cargo handling | 
without any extra COStS. 






oint- 
ventures are with Ulan Bator's ailing long- 
time ally, the former Soviet Union. 
Mongolsovtsvetmet, for instance, operates 
six fluorspar mines around the Bor Undor 
region. Together these mines produce the 
world's third largest supply of the mineral 
used in glass and steel-making. Outmoded 
technology, however, makes sales of fluor- 
spar uncompetitive. 

Recognising the difficulty in mining re- 
sources such as fluorspar, most foreign in- 
vestors have turned to high-value deposits 
such as gold. Morrison Knudsen, a Doise, 
Idaho-based company, has taken a 49% 
stake in a proposed gold mine at Boroo. 
Initial feasibility studies indicate the ven- 
ture will need to raise US$90 million and 
could produce 1 million ounces of gold 
starting in 1995. "It's our first major 
project with a Western mining company,” 
says Dugaryn Jargalsaikhan, an economic 
adviser to the Ministry of Geology and 
Mineral Resources. "Many potential inves- 
tors are watching what will happen." 

But gold, silver and zinc are not easy to 
extract. Nor is oil, which Mongolia stopped 
producing in 1969 when a fire destroyed a 
small refinery near the Zuunbayan field. 
Still, some investors now see the commod- 
ity worth a wager. The geology is similar 
to the Daqing field in northeast China and 
the huge Tarim Basin in northwest China, 


proved attractive. Most Mongolia 1j 











says William C. Penttila, a con- 
sultant to Mongolian Petroleum, 
who estimates the country’s re- 
coverable reserves could be a 
whopping 6 billion barrels. “It’s 
common sense that there ought 
to be something in between,” “he 
says. 

Recent seismic surveys shot 
by Western Geophysical of the 
US also indicate a deep basin pos- 
sibly containing oil in Tamtsag, 
in the country’s far east. “It’s 
some of the best data we've seen 
anywhere,” says one company 
official. Development hopes in 
Tamtsag have been given a boost 
by the recent opening to foreign 
bids of China’s Hailar Basin, a 
contiguous field across the bor- 
der where 20 of roughly 30 wells drilled 
have produced oil. Cross-border develop- 
ment, however, will require lengthy nego- 
tations, not least about how to finance the 
necessary pipeline. 

Ironically, Mongolia’s transition to a 
market economy has added legal uncer- 
tainties to the list of negatives keeping 
foreign investors away. A 1991 World Bank 
country study urged the government to 
pass a mining law protecting private 
operators. The study noted that no mine 
appears to have a formal lease. But two 


It's just another example of how far we'll go 
to offer you the most efficient service on the East 
Coast. And we'll be able to go even further soon, 
thanks to our current $400 million expansion. It’s 
growth that will give us another 300 acres and an 
additional 4,300 feet of berthing space. We've also 
upgraded our container status system with the 
speed of light efficiency of fiber optics. 





~ Mongolian Prospects 


Source: Geology Ministry, Mongolian Petroleum 


years later, the government still has not 
acted, although a draft law is “90%” com- 
plete, according to ministry officials. 

Any law that is passed, however, may 
not have come soon enough. Apparently 
tired of waiting for Mongolia to pass at- 
tractive petroleum legislation, oil firms 
such as Phillips and Exxon have gone else- 
where. Still, Mongolian Petroleum is in no 
hurry to work under an alternative law, 
drawn up after a year-long study that was 
paid for by the US government. “Foreign- 
ers are interested in the present law, so 







When you add it all up, you'll see why more and 


EA 





more cargo is sailing right through here. It's because 
we understand where your business is going now, 
and in the future. And we'll always be there with ideas 
that move you. ff you catch our train of thought. 
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Virginia Port Authority. 600 World Trade Center Norfolk, VA 25510 
USA: (BOdi 683-8000. Korea: 1822) 739-6248. 
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Us okay," says company presi- 
rum Doobatyn Sengee dismis- 
sively. 

If that is true, it is not reflected 
in the number of contracts 
signed: as of the start of May, 
only two out of 22 exploration 
concessions had found bidders. 
And even then, those companies 
— Snyder Oil and Medallion Oil, 
both from the US — are min- 
nows. 

In addition to Tamtsag, some 
investors are interested in an- 
other field at Tsagaan Els. West- 
ern Geophysical's data suggest 
that previous drilling by the Rus- 
sians was too shallow, and a 
sizeable reserve may lie deeper. 
Australia's tiny Nescor Energy is 
also said to be interested in the area. 

Prospects for both Tamtsag and 
Tsagaan Els could be damaged, however, 
if a looming licence row between Mongo- 
lian Petroleum and Western Geophysical 
is not settled. Under their contract, bidders 
for exploration rights are supposed to buy 
the latter's seismic data, but the Mon- 
golians appear unlikelv to enforce this ob- 
ligation. Unbound, both onyder and 
Medallion may opt for cheaper Chinese or 
Russian survevs. That, of course, will not 
help boost confidence in Mongolia. a 
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The Eagle XTS aircraft could cenersim spin-offs for Ern business. 


Fledgling — 


Malaysia's Mahathir pushes aerospace venture 


By Michael Vatikiotis in Kuala Lumpur 


alaysian Prime Minister Datuk Seri 

Mahathir Mohamad made a point 

of visiting IPTN, Indonesia's flag- 
ship aircraft-manufacturing company, 
while attending the September non-aligned 
conference in Jakarta. He was apparently 
impressed by what he saw. Soon after his 
return to Kuala Lumpur, he asked officials 
to speed up the development of Malaysia's 
aerospace industry. 

Action has come fast. In April, the 
government announced that it has agreed 
to pay more than M$20 million (U5$7.8 
million) to acquire Eagle Aircraft Australia, 
a Perth-based company with which it 
already had a joint-venture partnership. 
The company is about to begin production 
of the Eagle XTs, a single-engine two-seat 
aircraft, and will shift some of the work to 
Malaysia. 

The canard-winged aircraft, made al- 
most entirely of carbon-fibre composite 
material, was originally designed for the 
aviation needs of sheep farmers in Aus- 
tralia. This may not be everyone's idea of 
hi-tech aviation, but the aircraft could gen- 
erate technological spin-offs for Malaysia. 

To date, Malaysia has primarily focused 
on finding niches for the maintenance of 
aircraft — unlike Indonesia, which has con- 
centrated on production, or Singapore, 
where aviation technology is more special- 
ised. But Mahathir has said the takeover is 
part of a research-and-development pro- 
gramme aimed at acquiring expertise to 
build aircraft and make headway in such 
areas as composite technology. 

Malaysian involvement with Eagle Air- 
craft began two years ago, when the com- 


pany was scouting tor a partner to inject 
equity. A joint-venture company, Eagle 
Aircraft International, emerged in March 
1991 after Petronas, Malavsia's state-owned 
petroleum company, and the Malaysian 
Finance Ministry bought a 50% stake in 
Eagle Aircraft's operating subsidiary, Com- 
posite Technology. The stake was acquired 
with A$3.5 million (US$2.5 million) in cash 
and a A$2 million loan. 

"The basis of the joint-venture agree- 
ment was that two plants were to operate 
manufacturing aircraft, one in Australia, 
one in Malaysia," says Deryck Graham, 
Eagle Aircraft's marketing director. 

Plans are for Eagle Aircraft to locate its 
Malaysian plant on Langkawi Island off 
the western coast of the peninsula. Ma- 
hathir has said he wants the island to be 
the centre for Malaysia's aerospace indus- 
try. Langkawi already hosts a bi-annual in- 
ternational air show and a private flying 
school, both developed at the prime minis- 
ter's initiative. 

The takeover has vet 
to be approved by the 
Australian Shareholders 
and Investment Review 
Board, but Eagle Aircraft 
officials say Malaysia's 
interest is keen. "Malay- 
sia wanted to own the 
company 100%,” Gra- 
ham says. "There is no 
question that Mahathir 
has been interested in the 
project all along." 

Says Datuk Omar Ab- 
dul Rahman, Mahathir's 
scientific adviser: "The 
prime minister has al- 
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Mahathir wants quick action in 
the aerospace industry. 


ways believed that advanced composite 
material is the material of the future. The 
idea is to use the Eagle Aircraft venture to 
develop a composite-material industry 
which could be applied to other indus- 
tries." 

While composite materials involve ad- 
vanced production techniques, "the appli- 
cation need not be hi-tech and is still la- 
bour-intensive," Omar says. He cites sport- 
ing goods, car components and construc- 
tion as possible spin-off areas. 

As for Eagle Aircraft, Omar is confident 
that Malaysia's relatively cheap labour 
costs will enable the company to produce 
an aircraft for the US and European mar- 
kets that can undercut competitors. The tar- 
geted cost of the Eagle xrs, US$72-87,000, 
compares favourably with the US$140,000 
price tag of similar aircraft. 

Eagle Aircraft executives say XTS will 
obtain certification in Australia by July. 
Certification by the Federal Aviation Au- 
thority in the US, however, will need to 
be obtained before it can be sold in most 
Western markets. 

Contrasting with the hi-tech talk at Ma- 
hathir's office, Airod, Malaysia's first aero- 
space company, has set humble targets. A 
visit to the company's facility at Subang 
International Airport in Kuala Lumpur 
brings to mind a well-organised workshop 
rather than a company poised on the cut- 
ting edge of aerospace technology. Airod 
has tried to carve out a regional niche for 
itself in the servicing of military aircraft, 
and its most advanced operation is an en- 
gine-testing cell. 

Airod was set up in 1984 as a joint ven- 
ture with Lockheed of the US, which has a 
49% stake. The remainder of the compa- 
ny's equity is held by Malaysian Airline 
System, United Motor Works and the gov- 
ernment. 

The company's main business base is 
the Lockheed C130 transport aircraft, for 
which it has the main servicing contract in 
the region. Because of Malaysia's low 
wages, which make Airod's man-hour 
costs among the lowest in the aviation 
business, company officials hope to attract 
military contracts from 
Europe as well as Asia. 

Airod has formed 
other tie-ups with for- 
eign manufacturers. The 
company already serv- 
ices helicopters made by 
Eurocopter of France 
and jet engines manufac- 
tured by General Electric 
(GE) of the US that are in 
use with the Malaysian 
air force. And it recently 
signed an agreement 
with Alenia of Italy. 

Max Theseira, Airod's 
marketing director, says 
the company will con- 
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prospects. There is likely to be at least a 
short-term impact on investment as foreign 
and domestic businessmen await political 
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gine-overhaul facility with Airod for the jet 


engine that powers the fighter. 
But none of this is tempting Airod to 
venture far beyond its maintenance niche. 


Marketing director Theseira recognises the | 

i o GUN 
government's desire to manufacture air- | 
craft, but he insists that it cannot be under- - 


taken by the private sector alone. 


Meanwhile, other companies are show- | 
ing an interest in aviation ventures. Malay- | 
sian Helicopter Services is exploring the | 
possibility of assembling helicopters in ad- 
dition to providing offshore helicopter | 

services to oil companies in Vietnam. And - 
McDonnell Douglas has joined Mofaz Air - 
to help train pilots, while US air-courier - 
Corporate Air is looking at starting an air- | 


express service with Mofaz. 

For these companies and their foreign 
partners, the region's prosperity initially 
spells a market for flying rather than the 
manufacture of aircraft. A McDonnell 
Douglas executive says there is strong 
backing in Kuala Lumpur for expanded 


capacity in pilot training and basic aviation. 


technology, which the company is keen to 
help develop. 

“To many people, aerospace is un- 
touchable,” Mofaz owner Haji Mohamad 
Fauzy Abdul Hamid says, “but I feel Ma- 
laysia can breed a good number of flyers 
and bring flying down to an affordable 
level.” 

Mohamad says the same taste for ex- 
pensive lifestyles that is creating a market 
for fast cars and boats could also breed a 
“community of flyers.” Mofaz aims to 
graduate 500 pilots by 1997 at its newly 
established air school on Langkawi. 

The Malaysian Government hopes Mo- 
hamad is right. If the lower end of the avia- 
tion industry turns out to have more 
growth in the region than the more costly 


airliner industry that Indonesia has in- | 
vested in, then Eagle Aircraft could prove | 


| 


to be a wise investment. u 


culties of 1992, when a costly drought 
slowed real GDP growth to 4.3% from 4.6% 
a year earlier. The plantation sector, which 
was most affected, has since been recover- 
ing. But even before Premada's death, there 
were some troubling features on the eco- 
nomic horizon. 

In its just-published annual report, the 
central bank lists several highlights of 1992: 





a sharp rise in industrial exports, favour- 
able trends in external payments and a siz- 
able drop in the government's budget defi- 
cit. But it is worried by excessive monetary 
expansion and strong inflation, both of 
which have led it to adopt a tighter mon- 
etary stance. 

Inflation is now running at 16%, having 
accelerated from an average of 11.4% in 
1992. The money supplv, meanwhile, in- 
creased in February by 29% year-on-year, 
compared with a growth rate of 17% for 
last year as a whole. Bankers say that de- 
spite high interest rates (the weighted 
average prime rate is around 20%), money- 
supply growth is likely to stay strong. 

To try to mop up liquidity, the central 
bank has raised the treasury-bill rate to 
around 21% and has requested banks to 
hold back lending for non-productive pur- 
poses. In addition, banks' reserve ratios 
were raised in March to 14% from 13.5% 
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for rupees and to 8% from 6% for US dol- 
lars. Bankers expect further tightening. 

Last year's slower growth was largely - 
due to a 1.5% contraction in agriculture, 
which comprises one quarter of Sri Lan- 
ka's economy. Prolonged dry weather 
early in 1992 caused heavy losses in tea 
production, as well as affecting the rice and 
sugar crops. The less important mining sec- - 
tor also recorded negative growth. E 

Manufacturing and services, however, 
picked up the slack, with the former con- - 
tributing more than one third of the in- 
crease in GNP. Premadasa's drive to create 
200 new garment factories in the country- 
side helped the export-oriented textiles and 
garments sector to expand by 13%, and the 
small industries sub-sector by 8%. 


On the trade front, Sri Lanka saw its 


current-account deficit shrink to 246 mil- 
lion special drawing rights (U5$352 mil- 
lion) in 1992 from SDR 352 million a year 
earlier. Exports climbed 20% to spr 1.8 bil- 
lion, with industrial shipments growing by 
37%. Imports rose 10% to SDR 2.5 billion, 


pared with sDR 746 million in 1991. 

Last year was also marked by "signifi- 
cant progress towards fiscal consolidation," 
the central bank notes, with the govern- 
ment's budget deficit declining to 7.4% of 
GDP from 11.6% the previous year. 

Meanwhile, after 1992's disastrous 
drought, the situation in the tea industry is 
improving. Tea prices in the first quarter of 
this year averaged Rs 72.63 (US$1.56) a 
kilogramme — up from Rs 61.96 in the last 
quarter of 1992 — and were ahead of pro- 
duction costs at both state- and privately 
owned estates. 

First-quarter tea production amounted 
to 523 million kg, a 37% increase from a 
year earlier. With favourable weather, 
planters believe, the 1993 crop could match 
the 1991 record of 241 million kg. More- 
over, lower global production and declin- 
ing tea stocks suggest prices will firm in 
coming months, officials of the Sri Lanka 
Tea Board say. 

Reflecting these prospects, the Colombo | 
stockmarket has showed signs of recovery © 
since January, having endured a long slide 
throughout 1992. There was little sign of. 
panic in reaction to Premadasa's death; the — 
Sensitive Index closed at 750.72 on 3 May, - 
down 4.53. Brokers say the past two 
months had seen a resurgence of foreign _ 
interest in the market, based on attractive . 
price-earnings ratios of 11.5-12 and satis- | 
factory corporate and macroeconomic 
growth. 
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Samsung is focusing like a laser beam on management reforms. 


Innovate, Not Imitate 


MANAGEMENT 


Samsung is struggling to graft Western work practices onto an 
authoritarian corporate structure. If it succeeds, the South 
Korean giant could become a truly global player. 


By Ed Paisley in Seoul 


Samsung Group execu- 
tives still chuckle about 
the “21 chops.” In 1987, a 
manager at Samsung 
Electronics tried to order 
some equipment, seeking 
the approval of his supe- 
rior, who then asked for the 
personal stamp, of his immediate boss. He, 
in turn, sought approval from his superior. 
This routine request climbed the ladder all 
the way to chairman Lee By yung Chull, the 
hands-on founder of the 55-year-old con- 
glomerate. 

The process took months. During that 
time, Lee died and was succeeded by his 
youngest son, Lee Kun Hee, 45 years old. 
When the request finally reached the 
younger Lee, he de manded that this 21- 
step process be shortened to three. 
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"chop," Or 


It was — sort of. The next purchase 
order to reach Lee's desk had 63 little red 
stamps scattered across reams of paper. 
Each manager had insisted on approving 
the project at each of the three stages. 

Executives say Lee was so appalled by 
this bureaucratic nonsense that he decided 
to launch a management revolution at 
Samsung, South Korea's largest family- 
owned conglomerate, or chaebol, for most 
of the past three decades. Lee's marching 
orders to his top executives: Get off man- 
agers’ backs and let them make their own 
decisions on purchasing, product design 
and marketing. 

Like the boss of any multinational, Lee 
wants Samsung to be a nimble world com- 
petitor. Unlike any other South Korean 
boss, though, he hopes to do that by graft- 
ing modern Western management prac- 
tices onto the group's Confucian hierarchy. 

Can such radical reforms — dubbed the 
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Second Foundation — take hold? On this, 
says Lee, hangs the group's goal of becom- 
ing the 10th-largest conglomerate in the 
world and the fifth-largest electronics 
player by the turn of the century. The 
nation's international ee also 
may be at stake, as other South Korean 
firms will be watching closely to see if Sam- 
sung stumbles by introducing Western 
management practices. 

Samsung group companies boast the 
nation’s most able and industrious man- 
agement teams, according to its foreign 
joint-venture partners and many of its 
rivals. But South Korea’s strong Confucian 
culture perpetuates an authoritarian man- 
agement style that often stifles innovation 
and creativity at the group. Samsung's 
group secretariat, the nerve centre of the 
conglomerate, is also famed for jumping 
into myriad new and untried business 
fields, often following the lead of other 
chaebol and paying scant regard for local 
or international market conditions. 

Samsung’s managers “are disciplined, 
work hard and are dedicated to company 
goals,” says a consultant working with one 
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of the group’s companies. “But the task- 
setting functions are very poor, prompted 
by imitation but without paying attention 
to customer needs or market demands.” 

This could spell trouble for the group in 
the years ahead. Global corporate players 
are moving increasingly towards looser 
management structures to react more 
quickly to market developments. And 
some have decided that diversification just 
doesn’t cut it any more and are concentrat- 
ing on their core products. 

Yet Samsung still wants it all. Its stra- 
tegy for the 1990s envisions increasing in- 
vestments in its three core companies: Sam- 
sung Electronics, the flagship of the group; 
Samsung Heavy Industries, which eventu- 
ally may produce a Samsung car; and Sam- 
sung General Chemicals, its money-losing 
petrochemical venture. 

But Samsung Aerospace is also a fa- 
vourite of senior management, as it is in- 
volved in hi-tech camera and video-cam- 
era production as well as aerospace work. 
The group’s trading and food-processing 
arms also have big plans. As if this weren't 
enough, Samsung will broaden its finan- 
cial-service operations, having bought a 
brokerage last year to complement its in- 
surance businesses. The goal: to become 
No. 1 in this area, too. 

On paper, the group's size is impres- 
sive. Last year, it was the world's 18th- 
largest industrial conglomerate, with assets 
of Won 187 trillion (US$23.5 billion) and 
sales of Won 38 trillion. But this masks the 
competitive weaknesses of individual Sam- 
sung companies. Only Samsung Electron- 
ics is a leading global player. It demon- 
strated that on 3 May, when it announced 
that it had acquired Harris Microwave 
Semiconductor of the US. The group's tex- 
tile, food, heavy industry, aerospace and 
trading companies lead the domestic mar- 
ket in sales and revenue, but only a few are 
important globally. 

Samsung recognises that its top-heavy 
and often unwieldy management structure 
hinders productivity and competitiveness, 
so it is trying to do something about it. For 
instance, Samsung Aerospace President 
Lee Dae Won says that the group’s recent 
introduction of a computerised decision- 
making process is the result of efforts to 
trim management staff and improve auto- 
nomous decision-making. 

The Kim Young Sam administration 
also thinks corporate Korea has some man- 
agement weaknesses. It is discussing 
moves to force the chaebol to disperse their 
shareholdings more swiftly or to give up 
some equity to commerc ial banks. In addi- 
tion, the fair trade commission is expected 
to act strongly against further expansion 
plans, while the new government has put 
Samsung and the other chaebol on notice 
that cosy business-government links are a 
thing of the past (see accompanying story). 

All this is plenty of evidence that it is 
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no longer business as usual at the South 
Korean chaebol. But five years on, Lee is 
still struggling to “empower” lower-level 
managers and give freer rein to the heads 
of the group’s 55 affiliates. 

The youngest of the late chairman Lee's 
three sons, Lee Kun Hee is said to be a self- 
effacing man uncomfortable with wielding 
power directly. He is known to keep late 
hours, often calling his immediate subordi- 
nates well past midnight with queries or 
suggestions. He never initials a corporate 
document and rarely visits his office or 
group operations. 

Lee, who declined to be interviewed, is 
also rumoured to be in ill-health. Recent 
visitors comment on his poor colour, while 
diplomats and business associates say his 
rare appearances in public are often 
marred by his sickly demeanour. 


Lee Kun Hee takes a hands-off approach. 


But fluent in Japanese and English — 
he graduated from Waseda University in 
Japan and George Washington University 
in the US — Lee spends his time at home 
studying the latest developments in elec- 
tronics, management or marketing, say 
executives. He even finds time to read 
books by New Age futurist Alvin Toffler. 

When abroad, he visits academics and 
tours the marketplace to see how Samsung 
products are displayed and sold. Sources 
say he takes as much interest in the latest 
management theories as he does in hi-tech 
electronics, his hobby, and purebred dog- 
breeding, his passion. 

But many Samsung watchers say lead- 
ership is sorely lac king. Lee's comments on 
group policy "are philosophical, so the 
chairman's office interprets for him," says 
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a former foreign adviser. "It's quite amaz- 
ing," he observes. “The chairman doesn't 
make decisions, so no one takes responsi- 
bility. All executives avoid responsibility, 
seeking consensus instead." 

That consensus is developed only 
slowly by the chairman's office, also 
known as the group secretariat, with its 
staff of about 200, including Lee's senior 
aides. About 100 junior executives are 
drawn from the group's various affiliates 
on a short-term rotational basis. Led by 
vice-chairman Lee Su Bin (no relation to 
the chairman), the secretariat vets new 
business plans, plots long-term corporate 
strategy, and controls promotions and the 
purse strings. 

Lee's rather unorthodox leadership has 
resulted in power devolving not only to 
the heads of companies and lower-level 
managers — as he would like — but also 
to the powerful inner circle of senior man- 
agers in the chairman's office. The result: 
corporate gridlock at the top as executives 
pursue consensus, and confusion below as 
line managers struggle to be innovative 
while adhering to the demands of the 
group's still hierarchical Confucian corpo- 
rate culture. 

Samsung line managers complain that 
they are overwhelmed with work related 
to all of the "on-the-spot" decisions they 
are now expected to make in addition to 
the traditional reports they still must pass 
up the hierarchical chain of command. 
"There are so many directives from so 
many directions that I don't know which 
thing I should concentrate on," says the 
head of one unit at Samsung Electronics. 

In a recent — and rare — public 
appearance, Lee reiterated that Samsung 
remains "determined to eliminate all busi- 
ness areas that cannot sustain themselves 
and quickly make each business line as 
efficient as possible." Stressing the need for 
group companies to react quickly to mar- 
ket developments, he concluded that "in 
short, we must build a strong basis" for 
autonomous management. 

Maybe someone should tell the group's 
senior executives. For example, the secre- 
tariat is currently scouring the world for à a 
joint-venture partner in a completely new 
line of business — car production. The rea- 
son has little to do with any of Lee's man- 
agement ideas or business rationalisation 
plans, but everything to do with size. 

The secretariat is in a nervous huddle 
over national 1992 year-end sales estimates 
— traditionally the measure of success in 
growth-oriented South Korea — which 
show that the Hyundai group came out on 
top for the second year in a row. Company 
sources say the secretariat wants to move 
more forcefully into passenger-car produc- 
tion to reclaim the top spot from Hyundai, 
whose flagship company, Hyundai Mo- 
tors, is the nation's leading car maker. 

South Korea already boasts five car 
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makers in a world awash in excess capa- 
city. The local market is the world’s sixth- 
largest, but existing manufacturers are 
engaged in cut-throat competition. Critics 
inside and outside the group contend a 
move into car making is precisely the 
wrong direction for Samsung to go. 

Commenting on Samsung's corporate 
strategy, Professor Lee Myun Woo of Seoul 
National University and the author of a 
recent book on Korean management 
theory, says that “Samsung is very brave 
to realise that it should change its 
management structure, but it needs to pro- 
vide clear, concrete milestones and objec- 
tives to its managers, not remain fixated 
with size.” 

Adds a researcher at the Samsung Insti- 
tute of Advanced Technology: “To com- 
pete in the 21st century, we must become a 
technology- and information-driven group, 
not concentrate on heavy industry.” 

He and other junior-level employ- 
ees believe Samsung has enough busi- 
nesses already. Many would like to see 
the group shed more companies, not 
add to them. In 1992, the group did 
spin off to Lee family members its de- 
partment-store operations, a five-star 
hotel and the country’s fourth-largest 
paper company. But it added a broker- 
age and expanded into the local deter- 
gent industry. The group is also plan- 
ning to set up a chain of clothing bou- 
tiques. “We have no plans to shed any 
more companies,” says a senior mem- 
ber of the chairman’s office. 

If willy-nilly expansion is still on 
the cards — despite Lee’s statements 
to the contrary — then what of his 
management reforms? They, too, are 
facing rough going, though some 
efforts to implement Lee's ideas are being 
attempted (see accompanying story). 

Even so, the secretariat's grip on group 
companies remains formidable, despite 
Lee's calls for empowerment. "The most 
important things are money and man- 
power," says a former Samsung executive. 
"These are the key factors of control, and 
the chairman's office has not surrendered 
them to individual companies." 

Of course, this is not how the secretariat 
sees things. Says a member of Lee's staff: 
“The chairman delegates authority to top 
management and sets the jobs of each in- 
dustry, but the organisation is too large to 
control autocratically." 

Nonetheless, managers seeking to act 
independently often face resistance, even 
when their actions are sanctioned by sen- 
ior management. For example, Samsung 
Electronics last year merged several manu- 
facturing and marketing teams in an effort 
to design new electronic products to meet 
fast-changing consumer tastes. But the 
manufacturing personnel have shunned 
the advice of the marketing team in the 
pursuit of higher production targets. 


Says one foreign executive familiar with 
the trouble: "Samsung needs to go back to 
hierarchy first, strengthen its marketing 
skills, and then go forward with their hori- 
zontal-integration plans.” In other words, 
empowering managers also requires a 
commitment from the top to support those 
reforms. 

That's because important independent 
initiatives from line managers are often 
delayed by senior management. Take, for 
example, the December 1992 merger of 
Samsung Electronics' four divisions — 
semiconductors, electronic goods, informa- 
tion technology and computers 

The company's president, Kim Kwang 
Ho, says the merger will allow him to place 
special teams from the semiconductor di- 
vision in every part of the company. These 
teams will coordinate the design, produc- 
tion and marketing of application-specific 





Samsung has big plans for these small chips. 


integrated circuits, or Asic chips, which are 
integral to the electronics business. 

Asic chip development and production 
is a massive undertaking for the company, 
says Min Pyong Jun, the former head of 
rival Goldstar Electron and now the owner 
of Intellect Co., a consulting company. 
"Samsung is behind world leaders in Asic 
chips, but it can catch up," says Min. 

But the company could have had a big 
head start if it had listened to its line man- 
agers. "It took them four years to imple- 
ment" the merger, complains a former 
company executive. Line managers actu- 
ally made the proposal in late 1989, accord- 
ing to current and former employees. They 
saw the advantages of forging cross-divi- 
sional links in product design and produc- 
tion, but were stymied by the search for 
consensus at the top of the group. 

These critics say one of Samsung's 
greatest weaknesses is its inability to make 
a decision without first collecting 99% of 
the information necessary to make it. The 
last 1%, they say, takes years. "Samsung is 
too conservative to grow and will never 
fail," quips a former Samsung executive. 
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This may be too harsh a judgment given 
the important technology and production 
advances at Samsung Electronics and other 
leading group companies. But it highlights 
the difficulty of fostering autonomy in the 
lower ranks. Samsung's senior manage- 
ment corps “was trained by the late chair- 
man Lee to emulate the Japanese system," 
notes Lee of Seoul National University. 
"They were trained to imitate, not lead." 

Samsung Electronics president Kim 
Kwang Ho acknowledges that the group's 
management reform efforts will take time, 
but he disputes the assertion that the group 
or his company lacks leadership. Kim says 
his company develops its own manage- 
ment and business plans and chooses its 
own joint-venture partners. Only when it 
comes to new investments does the chair- 
man's office get involved. He points to his 
decision earlier this year to link up with 
Toshiba to make flash-memory com- 
puter chips. 

Other Samsung companies have 
similar tales to tell. Samsung Aero- 
space president Lee Dae Won, for in- 
stance, boasts of the company's latest 
factory automation designs, which 
were developed in dem with Sam- 
sung Electronics and Samsung Data 
Systems. Samsung Aerospace put to 
use its video-camera technology and 
new software from Samsung Data Sys- 
tems to create an automatic inspection 
and packaging system for Samsung 
Electronics’ semiconductors and print- 
ed circuit boards. Says Lee: "Group 
companies carried this out autono- 
mously," free of interference from the 
group's senior executives. 

Indeed, senior group managers see 
nothing contradictory in a strong 
senior management team at the group level 
and "empowerment" for the group's indi- 
vidual companies and their lower-level 
managers. “As a group, sometimes we 
need to concentrate on new products, so 
that kind of project heavily involves the 
chairman's office," says Kyung Ju Yun, the 
head of Samsung Heavy Industries. Kyung 
has led the push for Samsung to enter the 
passenger-car business, which his com- 
pany would head up if it takes the plunge. 

"Every company has its own interests, 
but they are not always good for the group 
as a whole," says Kyung. “Every new in- 
vestment is reviewed by the chairman's 
office for its feasibility,” he says. If ap- 
proved, the group secretariat then pools 
the group’s financial resources, drawing 
profits from affiliated companies for invest- 
ment in the new venture. 

This allows the group to move quickly 
once a decision is made. But often, innova- 
tive ideas bubbling up from the bottom of 
the company are studied for years. By con- 
trast, business plans developed by the sec- 
retariat in response to those of local com- 
petitors are acted upon quickly, often with 
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disastrous consequences. 

Take Samsung Electronics, which holds 
32% of Samsung General Chemicals and is 
still paying the price for the group's sud- 
den plunge into petrochemical production 
in 1989 to match Hyundai's move into the 
industry. Four years on, South Korean 
petrochemical producers are making twice 
the amount of ethylene needed by domes- 
tic industries, dumping the rest on the 
world market and driving down prices. 

For the group's petrochemical venture 
to survive, Samsung Electronics in the first 
half of 1992 increased its paid-in capital in 
the company by Won 81 billion. This was 
at a time when Samsung Electronics should 
have been pouring every single won into 
research and development (R&D) of next- 
generation semiconductors and consumer 
electronics, say industry analysts. 

President Kim of Samsung Electronics 
defends the company's investments in 
Samsung General Chemicals, saying his 
flagship company is a "source of strength" 
for the group. But group insiders claim that 
he and the company's chairman, Kang Jin 
Ku, fought the capital increase, managing 
to lower their contribution. 

A new test is looming for the group's 
independent-minded company heads over 
the group's proposed push into car manu- 
facturing. Samsung has approached the 
three major US car makers, all the leading 
makers in Japan, as well as several in Eu- 
rope. 

So far, none has expressed an interest in 
teaming up with Samsung. But the secre- 
tariat is pressing on, building a production 
line to produce heavy commercial vehicles 
and preparing a bid for a light commercial 
vehicle production licence. The group also 
is lobbying hard to join any leading world 
car maker working on electric or "next gen- 
eration" cars. 

These moves do not sit well with many 
Samsung personnel. “It would be a costly 
investment with returns only in 10 years' 
time," says one official. 

Complaints about the group's purport- 
ed moves into the car industry are filtering 
up the management ladder. What the 
chairman needs to do "is cut a thousand 
throats" of those senior executives still 
mired in "authoritarian thinking," says a 
middle manager. 

This may sound a little blood y-minded. 
But the manager believes that chairman 
Lee himself is opposed to the move, as do 
other junior-level managers, despite Lee's 
other hobby — collecting sports cars. They 
point to Lee's corporate rhetoric about 
Samsung becoming a hi-tech, information- 
driven conglomerate. 

These junior-level officials believe Lee 
is getting bad advice from his senior 
aides. Says one frustrated young executive: 
“In 10 years’ time, when they have all re- 
tired, we will become truly world competi- 
tive." ^u 





MANAGEMENT 


Staying Ahead 


Samsung leads chaebol in management reforms 


Being No. 1 clearly has 
its burdens. "Samsung 
must be the first in every 
industry they enter," 
says a former senior ex- 
ecutive. “They train their 
employees, their employ- 
ees’ wives and family and the Korean peo- 
ple to believe that Samsung is the best at 
whatever it does.” 

This unifying corporate ethos was 
shaken when Hyundai eclipsed Samsung 
as the nation’s largest conglomerate in 
1991. What to do? 

Emphasise management reforms rather 
than sales growth or market share, argues 
Kim Il Suk, one of the nation's few experts 
on South Korean management practices 
and a partner at Samil Accounting Corp. 
Kim says the challenge is to "mesh" inde- 
pendent-minded managers with the tradi- 
tionally authoritarian style of decision- 
making in South Korea. 

Kim says maintaining the strong corpo- 
rate teamwork that powered the chaebol 





Plugged In 
To Power 


What you know can get 
you a job at Samsung, 
which prides itself on 
hiring the best and 
brightest. Once you're 
there, it’s who you know 
that's just as important. 
“When I was a draftee in the army, 
my commanding officer was known as a 
‘Samsung Man'," recalls a local broker. 
His superior was feted by his friends and 
classmates who worked at Samsung, 
even though he was a junior officer. 
Indeed, Samsung employees, from 
line managers to senior executives, are 
obliged to develop and maintain "con- 
nections" in the government, the military, 


among academic institutes and politi- - 


cians. The result: Samsung is South Ko- 
rea's best-connected chaebol. 

Samsung’s lobbying prowess is “not 
necessarily unique,” says a former Sam- 
sung executive, “but it is the most highly 
structured.” Senior executives do the lob- 
bying at other chaebol, but Samsung de- 
ploys all of its management staff. This 
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and the South Korean economy to the top 
ranks of the developing world is essential. 
But so too is overhauling the conglomer- 
ates’ rigid hierarchical structure to enhance 
competitiveness. 

“Because of the shortcomings and 
strong points of the Korean people and 
Korean culture, we cannot readily imitate 
Japan, Taiwan or US management styles,” 
he says. “We need our own.” 

The first generation chaebol founders, 
including the late Samsung chairman Lee 
Byung Chull, built a corporate ethos 
through “managing by walking around,” 
says Kim. In the process they forged huge 
groups to mass-produce goods using mili- 
tary regimentation. Kim says that “gener- 
ally, Korean companies are behind the evo- 
lution of new management styles for the 
21st century. Samsung is the forerunner 
and Samsung Electronics is the forerunner 
within the group.” 

The key to management reforms is the 
concept of “professionalism,” says Cho 
Yeong Dok, the head of Samsung's “man- 


seamless thread of connections is wielded 
with great skill. “At the very top, the 
chairman himself is involved in lobbying, 
including the president [of the country], 
government ministers and politicians," 
says the former executive. 

Nearly 200 people work for the 
group’s chief information officers, who 
are positioned by the chairman's office in 
the majority of the group's 40-odd sub- 
sidiaries and affiliates. They collect from 
employees the names all of their friends, 
relatives and classmates working in gov- 
ernment, the military, universities, think- 
tanks and business. 

“It is a powerful database,” says a 
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agement innovation team" at Sam- 
sung Institute of Economic Research. 
Professionalism, he says, is designed 
to "empower" lower-level managers 
by giving them more responsibility 
and promoting them on the basis of 
performance rather than seniority. 

That is a radical notion in South 
Korea. 5o radical, in fact, that per- 
haps only 10% of Samsung group 
management promotions are done 
on a non-seniority. basis, according 
to a former Samsung executive. 
Moreover, these select few are ele- 
vated only six months before all the 
others. Old habits obviously die 
hard. Only one company, Cheil 
Synthetics, is trying merit-based pro- 
motions — on a trial basis. 

Cho says professionalism also 
means no support staff, another 
revolutionary concept in South 
Korea, where the number of desks 
in front of you signifies rank and 
privilege. Professional jobs are being 
created that don’t require more staff, says 
Cho. This project is critical to improving 
the productivity of Samsung's white-collar 
managers. Moon Hiwhoa of the Korea Pro- 
ductivity Centre estimates that productiv- 
ity at Samsung and the other big conglom- 
erates is "quite low," as office automation 
is still in its infancy. 


former senior  éxecuti 

the government or the militai 
tracts or favourable re "ula 
allows the group to har 

the besto contacts to do th } 


13 MAY 1993 


PROPEL ESSAI IEE TE RUANDA DENEN Septem tU EEE FS NE SSIES CEASERS 








Even so, Samsung is making progress. 
Group companies are well ahead of the 
other conglomerates in computerising their 
management and audit systems. That re- 
duces the number of support staff needed 
to shuffle paper. 

By the end of 1993, half the group man- 
agers will have support staff, but will work 
alone as professionals, says a member of 
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the chairman's office. At the end of 
1992, one-third of the groups man- 
agers were working as "profession- . 
als,” he says. “Redundant” manag- - 
ers are being moved into sales and _ 
after-sales service positions. Some- 
times, they are asked to head a 
small- or medium-sized business 
supplying parts or services to Sam- 
sung group companies. 

Cho faces his most difficult task 
in persuading the group's senior 
management to grant these young 
executives more decision-making 
autonomy. His bully pulpit is the 
A-Pro-Q (Ace Professional Quality) 
programme, an in-house manage- 
ment process launched in April 1992 
and designed in part by Cho, a 
former Columbia University profes- 
sor in industrial engineering. 

A-Pro-Q is an amalgam of the 
latest Western and Japanese man- 
agement theories on Total Quality 
Management, in which decision-making 
authority is pushed down the hierarchy to 
those closest to the marketplace. But Cho 
says A-Pro-Q is not American or Japanese. 
“We are lea arning from all forms of man- 
agement, including the best that South 
Korea has to offer. 

Cho says that Samsung's consensus- 
oriented decision- making can be enhanced 
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by the "two-way exchange of information | 


through team leadership." Cho says this | 
will rid the group of “authoritarianism,” 
meshing the group's Confucian traditions | 
with the new independence being given to 


-— line managers. The result, says Cho, will | | 
~~ be a better and uniquely Korean manage- - 


ment philosophy. 
This is critical, says Kim of Samil Ac- 


counting, as large organisations are impor- | 
tant for forging a strong corporate ideol- | 


ogy to overcome Koreans’ basic parochial- 
ism. Yet South Koreans do work better in 
small teams, he says. Finding a manage- 
ment style that can accommodate these dit- 
ferent cultural traits could well make South 


Says. 


enced top-level corporate team and inde- 
pendent lower management, agrees Cho. 
"The top must know as much as the bot- 
tom," he says, echoing chairman Lee's call 


and experts" in all Samsung group opera- 
tions. 

Lee Myun Woo of Seoul National Uni- 
versity is sceptical of the "experts and 
generalists'" 
tensive training in new management tools 
at the highest rungs of the organisation is 


managers need "to go to boot camp" 


efficient. 
Samsung's 


panies. The goal sounds simple enough: 
Samsung managers are expected to walk 
away with a desire to give their subordi- 
nates more freedom. 

Yet aspects of the programme are quite 


revolutionary for a South Korean com- | 
, exchange market earlier in the year. It 
members of equal management rank are - 
supposed to gather “on-the-spot” to make - 
| and these dollars were converted into sterl- 
_ ing, one of the highest-yielding major cur- 
tric of the US, Q-Meetings are supposed to | 
bring to management the quality commit- — 


pany. Take the Q-Meeting, at which team 


critical management decisions. Modelled 
after a similar programme at General Elec- 


ment that Q-circles brought to factory 
- floors, first in Japan in the 1960s and 
adopted wholesale by Samsung in the 
1970s. 

Now, Samsung is moving the concept 
into the world of the white-collar worker. 
. But Cho has a hard road ahead of him be- 
- cause the A-Pro-Q programme has placed 


an additional burden on Samsung’s over- - 


worked managers. 
Says one Samsung Electronics manager: 


. A-Pro-Q guidelines. He has to comply. 


. Otherwise, his superiors may pass him up | 
. for a promotion. Forget about performance - 
and professionalism, he says. Paperwork | 
. central bank may even have exceeded the 


- remains paramount. a Ed Paisley 


| including a senior ruling- 
| party official, say that 
; more than 80% of about 
argument, but agrees that "in- | M$12.8 billion (US$4 bil- 
. lion) in paper losses sus- 
| tained by the central bank 
required." He says that Samsung's zn E 
. London. “Almost all of the 
learn how to make decision-making more - 

_ transactions and all of it in- 
equivalent is the “Q-Col- | 
lege," which is run by Cho and has en- - 
rolled senior executives of 18 group com- - 
; European Exchange Rate Mechanism in 
| September. 
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Tide of Red Ink 


Malaysian central-bank losses sened on London 


n unprecedented statement from 
the governor of the Malaysian cen- 
tral bank and an adjournment de- 


_ bate in Parliament have shed little light on 
| massive foreign-exchange losses sustained 
_ by the Kuala Lumpur government. But 
Korean corporations more competitive, he - 
. officials to the REVIEW, is me some of 
"Sometimes you need both" an experi- - 
_ knowledge of what went 
, wrong when the central 
| bank speculated heavily in 
, currency markets last year. 
for all senior managers to be "generalists | 


fresh information on the affair, given by 


the gaps in the public's 


Sources close to the 
Malaysian Government, 


last year were incurred in 
money involved forex 
volved sterling," says the 


official. The losses occurred when sterling 
collapsed after Britain withdrew from the 


Much of the money used in the cur- 


| rency markets by Bank Negara, as it is 


known, was derived from the bank's heavy 
intervention in the Malaysian foreign- 


bought substantial amounts of US dollars 
to stem the rise in the ringgit, sources say, 


rencies at the time. 
Central-bank governor Tan Sri Jaffar 
Hussein alluded to this in his statement of 


|. 19 April, when he declared: “Prudence dic- 
. tated that diversification [out of US dol- 
| lars] was the best policy, not only in terms 
| of the composition of the reserves, but also 
in striking a judicious balance between 
_ strong currencies and high yields." 


In executing its sterling-based transac- 
tions, Bank Negara employed not only its 


| own currency dealers in London but also 
| those of Malayan Banking, Malaysia's lar- 

^| have to write a 50-page report to my | 
 superiors" on how he is implementing the | 
| is one of the central bank's key partners in 


gest commercial bank, sources say. The 
choice of Mavbank is tied to the fact that it 


coordinating intervention in the local 
money market. 
The actual amount of money lost by the 
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Bank Negara governor Jaffar 
Hussein. 


M$12.8 billion estimate analysts derived 
from the figures in its annual report. This 
is because the bank chose in the latest re- 
port to change its accounting policy and to 
value its foreign reserves at current market 
rates rather than at the rates when they 
were acquired, Much of the large quanti- 
ties of gold held by the bank would have 
been bought before 1972 when it was 
priced at US$32 an ounce. It was worth 
US$333 an ounce at the 
end of last year. This re- 
valuation helped to swell 
foreign reserves by 58% to 
M$46.1 billion and may 
have offset forex losses. 

The massive changes in 
the central bank's balance 
sheet prompted Malay- 
sia's Auditor-General ini- 
tially to reject the insti- 
tution's 1992 accounts, 
sources say. Although the 
accounts were later ap- 
proved, the Auditor-Gen- 
eral privately warned the 
central bank to refrain 
from speculating in the 
currency markets in the future. 

During a parliamentary debate on 27 
April about the affair, opposition leader 
Lim Kit Siang said: "In view of the magni- 
tude of the Bank Negara foreign-exchange 
losses, a Royal Commission of Inquiry is 
clearly called for to establish the full facts 
and circumstances of the foreign-exchange 
transactions." However, there is no sign of 
the government giving in to his demand. 

Prime Minister Datuk Seri Mahathir 
Mohamad implicitly rejected the call when 
he told reporters: "There were times in the 
past when we made profits. At that time we 
kept quiet, but now when there is a fall, we 
want to take action. That is not the way." 

For his part, Finance Minister Datuk 
Seri Anwar Ibrahim has defended Bank 
Negara's role. "I am satisfied that there was 
no mismanagement, deviation or breach of 
trust in this matter. And I have full faith in 
the integrity of Bank Negara and its gover- 
nor in managing the country's reserves," 
he told parliament. 

Ruling-party sources say, however, that 
the prime minister and finance minister 
were deeply disturbed by the bank's losses. 
Anwar has asked central-bank officials to 
make regular reports to his office on the 
institution's foreign-exchange dealings. 
Sources add that, though no immediate 
dismissals at the bank are likely, its opera- 
tions may be shaken up later. = 
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MINT Guaranteed Currencies 2001 (MGC 2001) 

is specially designed to achieve substantial 
| capital growth by trading an international 
| portfolio of interbank currencies. It offers 
investors a guarantee from Barclays Bank of 
at least the return of their initial investment, 
| as long as they hold their units until 
| September 2001. 
| MGC 2001 will be advised by Mint Investment 
| Management Company (MINT), one of the 
| world's leading trading advisers in the futures 
and currency markets, with approximately 
| three quarters of a billion US dollars under 

advice. 


Over the three and a half years that MINT has 
been trading interbank curreniecs, it has 
achieved a compound annual return of 19.8% 
(net of all costs); better than most major stock, 























bond and futures indices. MGC 2001 will use an 
improved version of this trading system, with 
the aim of producing even higher returns. 
Units are denominated in US$, have no sales 
charge, and may be liquidated monthly** 

The offer period is from 14 April to 
51 May 1995. 

For more information, please contact: 

Diana Hill 
Tel. +44 (71) 285 5200 


London: Brian Fudge or 
Fax: +44 (71) 626 6458 
Bahrain: Arthur Bradly 
Fax: +973 535 078 Tel. +973 555 288 
Miami: Toby Nissley or Claudio Sevilla 
Fax: +1 (305) 530 0621 Tel. +1 (305) 539 9046 
Hong Kong: Anthony Hall 
Fax: +852 537 1205 
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Nobody can accurately predict 
tomorrow's business climate. But 
there is one thing we all know: 


For any organization to achieve 


its potential, customer service 


must be a business goal. 

That's why Unisys has 
developed a powerful initiative— 
CUSTOMERIZE'. This new 
approach enables businesses to 
offer customers the advanced 
customer services crucial in an 
increasingly competitive environ- 
ment. Our experienced services 
professionals work with you to 
design an information strategy 
that extends your full capabilities 


all the way to the points of cus- 
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UNISY: 


TUSys just added new 


tomer contact—where revenue is 
generated. 


And with a CUSTOMERIZED 


information flow, you'll be more 


responsive to customers and 
better able to meet their needs. 
You'll also be more strategically 
positioned to nurture customer 
loyalty, generate new business 
and achieve major gains within your 
own organization in productivity 
and control. All of which facilitates 
reduced costs and increased 


revenues. 








We make it happen. 
















With decadé f experience D. 
dedicated to helping our cus- 2 
tomers serve their customer 
Unisys is uniquely qualified to’ 


CUSTOMERIZE your business. 


For your complimentary 
CUSTOMERIZE" Information Kit, 
fax your name, title and address 
to Unisys Asia at (852) 507 2023 
and find out how we can help put 
you on the same page as your 
customer. i 


CUSTOMERIZE " is a service mar 
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: Mani GANE KU NU — 
1992 RESULTS 





For the year ended 31st December 1992 











Turnover 1,065 
Profit Before Tax 166 
Per share RM 
Earnings 0.15 
Net Tangible Asset 1.01 
At year-end | RM (Million) 
Issued & Paid-up 739 
Share Capital 
Loans & Advances 6,772 
Deposits 7,918 
Assets | 9,879 





No comparative figures are shown as this is the first year of operations. 


Financial year 1992 marked the birth of MBf Capital Berhad, the financial services arm in 
zt the MBf Group of Companies.The range of financial services includes term and consumer 
-o loans, deposit taking, hire purchase, project financing, negotiable certificates of deposits, 

-> block discounting, mastercard, mastercard travellers cheque, stockbroking, leasing, 
= factoring, insurance, venture capital, unit trust & trustee services. MBf Capital Berhad 
— was listed on the Kuala Lumpur Stock Exchange (KLSE) on 15th January 1993. 
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MENO ho EC says it wants to maintain a 

I trade policy of "constructive engage- 

ment" with China. If talks held on 

27-30 April in Brussels are any gauge, the 
EC is well on the way to succeeding. 

In the trade talks, the first top-level dis- 
cussions between the sides in nearly four 
years, China secured EC backing for its 
application to rejoin Gatt. In return, the EC 
received a promise that more Chinese trade 
missions will be sent to the community. 


Both sides also agreed to set up a - 


working group to help ensure a "continu- 
ous analysis of bilateral trade and invest- 
ment flows," an EC official says. Special 
attention is to be paid to non-tariff barriers, 
China's protection of intellectual property 
rights and legislation covering joint ven- 
tures. 


Unlike the US, which is threatening to |. 


attach human-rights conditions to China's 
most favoured nation trading status, the 
EC appears to want to keep trade talks at a 
strictly business level. Brussels put on hold 
all trade ties with Peking after the Tianan- 
men massacre in June 1989. 

Trade Commissioner Sir Leon Brittan 
warned Wu Yi, China's trade and eco- 
nomic minister, that Peking would have to 
"overhaul its trading system to make it 


compatible with Gatt rules." He also in- | 


sisted it was time to begin negotiations on 
a protocol allowing China to rejoin Gatt. 
EC officials were restrained in their 
comments about China's human-rights 
»erformance. Sir Leon told Wu that the EC 
s concerned about alleged human-rights 
violations in China, but EC officials say the 
commissioner refused to link political 
ssues with trade. "There is no doubt that 
-hina has taken great strides towards 
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narket-type reform," Sir Leon said after - 


he talks. "But greater strides are needed, 
ibove all regarding the reform of China's 
mion-skin system of barriers to imports." 


vatched with alarm last vear as its trade 
leficit with China widened to an estimated 
J5$12 billion from US$1.4 billion in 1988. 
ir Leon told Wu that he expects Peking to 
ake quick action to redress its trade sur- 
lus with the community. 

"We're told that China has a socialist 
aarket economy," an EC trade official 
ays. "So far, our experience is that the 
'arket bits are on exports and the socialist 


Poor Reception 


Japan's Wowow TV struggles under weak m — 8 


O n 6 December last year, any Japan- 
ese household with a satellite Tv 
dish could tune in to Japan Satellite 
Broadcasting and watch American come- 
dian Eddie Murphy in his film Trading 
Places. The channel normally charges 
¥27,000 (US$243) to join and ¥2,000 as a 
monthly subscription fee. This day it was 
free, however, as part of a promotional 
campaign to bolster subscriptions. 

But few signed up. “The response was 
not good,” admits Katsuyuki Hachimori, a 
general manager at “Wowow,” the broad- 






Wowow not so hothot. 


caster’s trademark. The promotional flop is 
at the heart of Wowow’s biggest problem: 
a shortage of paying subscribers, its sole 
source of revenue. 

Meanwhile, debt is soaring. Less than 
two years in business, Wowow has piled 
up debt of at least ¥40 billion, far more than 
its capital base of ¥25.9 billion. If things do 
not turn around, industry analysts say, 
debt will reach ¥80 billion by 1997. On 27 
April, Wowow’s corporate shareholders, 


| angry at the accumulating red ink, forced 
To this end, the EC is determined to | 
sain better access to China. Brussels | 


its are on imports.” " 
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the resignation of its president, and the 
entire top management is expected to be 
ousted soon. 

"Any other commercial firm in such 
bad shape would have gone bankrupt by 
now," says a Tokyo-based media executive 
for a leading foreign broadcaster. 

But Wowow is no ordinary private en- 
terprise; it is Japan's first major commer- 
cial experiment in satellite Tv. 

If it succeeds, its backers say, it will 
open a new chapter in Japan's multimedia 
industry, creating numerous business op- 
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portunities for related services. Failure, on” 
the other hand, could delay for years the - 
launch of four other privately run satellite 
channels scheduled for the end of this dec- 
ade, and would cast a shadow on the flag- 
ging cable-TV industry, which, like satellite - 
TV, is heavily regulated and dependent on — 
subscriptions. More important, they say, - 
the Ministry of Posts and Telecommunica- _ 
tions, the policeman of the industry, would 
come under pressure to deregulate. : 

Indeed, say industry insiders, the min- < 
istry is the source of Wowow’s main prob- 
lem: its management. 

When it put Wowow's broadcast fran- = 
chise up for bidding in 1984, hundreds of — 
top Japanese firms took part, eager to par- 
ticipate in an industry whose annual rev-. 
enue is expected to reach Y] trillion some- == 
day. Rather than accepting the most com- 
petitive bid, however, the ministry, play- ~ 2 
ing the fair broker, invited 263 firms to be 
shareholders. The list, reading like a Who's 
Who of corporate Japan, includes Sony, the 
Industrial Bank of Japan, the Tokyu rail- 
way-retail conglomerate and the Mitsubi- = 
shi trading group. A 28-member executive | 
committee with representatives from all 
sectors is in charge of daily operations. 

But too many cooks have spoilt the 
broth, especially in a new field where there 
are few established specialists. To compli- 
cate matters, the ministry appointed Shuzo 
Tokuda, who once ran its broadcasting 
bureau, as president. That has allowed the 
ministry to micro-manage Wowow, decid- 
ing everything from pricing to programme 
content. 

“It’s a situation where third-class bu- 
reaucrats are put in charge of a hi-tech in- 
dustry,” complains a Wowow executive 
who does not want to be identified. 

Pay television has been a tremendous - 
success elsewhere, especially in the US, 
where competition is encouraged. In Japan,. 
however, Wowow has become so sensitive. : 
a topic that few executives interviewed. 
want to be quoted. The ministry has turned- 
down repeated requests for an interview, | 
saying Wowow is a private concern out- 
side its influence. eX 

With so much at stake, however, the 
ministry forced Wowow’s shareholders in 
late March to provide the ailing enterprise 
with X20 billion in loan guarantees. But crit- 
ics say money alone will not save a firm 
that is heavily regulated and suffers from 
mismanagement. 

"IWowow's] hands are tied,” says Jerry 
Fisher, general manager of Hubbard 
Broadcasting, a leading satellite broad- 













71 






Farka "astern Economie p | caster in the US. "We've got a regulatory 


Subscription Service Form 


| veloped in Japan,” he says. 


| the management “made operational mis- 

cr - | takes and paid too much" for its program- | 

Q Start my subscription for one year. 
Please return the below coupon with your 
payment to your local office. 


Q Change my address. 
For fast service, enter your new address and 
subscription number below and fax or mail 
the coupon to our Hong Kong office. 


| that Wowow, like Japan Public Broadcast- 


_ satellite Tv, would be an instant hit. 
But NHK's satellite channel, which is re- 


| Name | ceived by 5-7 million households, is pro- 


Sub. No. FR 


_ picked up simply by installing a small sat- 


Address o o _ ellite dish. NHK has no entry fee, only a 

_ 32,000 monthly charge — which few view- - 
M . ers bother to pay anyway. | 
1 RES FX LLL |e Wowow’s numbers are rising, but | 


SC | slowly. It has 1.25 million of Japan’s 44 


_ if present trends persist. 
| Poor management has spurred other 


| viewers need to descramble Wowow's sig- 
|, nal The decoder manufacturers — 
|: Toshiba, Matsushita and NEC — charge a 


, the cost itself. 
| Wowow, however, attributes its prob- 
lems more to difficulties overcoming the 


|. NHK, effectively. 

| “We are challenging the longstanding 
| belief that television is free," 
, mori of Wowow. “Japanese have yet to 


|! formation." 
|, . Others say Wowow's programming, 


, grammes is "absolutely necessary to gen- 
| erate income to [enable a broadcaster] to 
| try other things," he says. 

|. But Hachimori says Wowow will stick 
to its niche, featuring new movies and 
some sports and music programmes. "Our 


Fr 


pay to see movies on TV," he says. 

manager at Sumitomo Corp.'s media divi- 
sion, agrees that "there's nothing wrong 
with Wowow's basic marketing concept. It 
, could be successful if put in the right 
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| ing Corp.'s (NHK by its Japanese acronym) | 


| Vietnam's arrears” 
| director's meeting in either mid-June or 
| ; July. After Vietnam's debts to the IMF are 
| hefty ¥60-70,000 per unit. But Wowow is | 
_ charging its first 2 million subscribers only | 
. 27,000 per unit, and absorbing the rest of - 


Yasushige Nishimura, a deputy general | 


[ALD 
| situation [in Japan] that is not flexible | 

_ enough for a technology ironically first de- | N Y U | 
| A media executive from one of the com- | ot et, 

| panies that owns shares in Wowow says - 


Tells Vietnam 


, ming. Wowow bought top Hollywood - 
. films from the likes of Warner Brothers and - 


| Paramount, overspending out of the belief : By Susumu isabet ai Washington 


| small group of Vietnamese-Ameri- 
cans, Vietnam War veterans and 


relatives of US military personnel 


| missing in action demonstrated on 30 April 
| _ in front of the IMF's Washington headquar- 
. vided as a subsidised public service and is | 


ters. Their demand to the executive direc- 


| tors’ meeting inside was simple: no aid un- 
| til missing US servicemen in Vietnam are 


more fully accounted for by Hanoi. 
The Clinton administration is listening 
for now. It succeeded on 29 April in arm- 


| twisting other IMF members to postpone 
| million television households. It originally | 
| hoped to reach the break-even level of 3.5 | 
, million subscribers by 1994. Now the tar- - 
| get date has been pushed back to 1999- | 
. 2000, and even that will be an uphill battle | 


talks on the resumption of lending to Viet- 
nam. But the lifting of a ban on multilateral 
aid to Vietnam appears likely soon. 

The US State Department, under 
pressure from US companies complain- 


| ing that they are losing out to competi- 
zl | tors in Vietnam, said on 29 April that 
| | problems. One is the expensive decoder : 


Washington ' ‘will be prepared to discuss 
at the next executive 


paid, the country would be eligible for 
loans from the fund and other international 
agencies. 

France, Japan and Germany, impatient 


_ with the US position on Vietnam, have 
| been pushing for a resumption of aid. But 
_ Japanese aversion to pay-television. Japan's _ 
| terrestrial TV programmes are free, as is | 


fund members agreed to the postponement 
of talks on the matter because Washington 


, needs more time to assess a Soviet docu- 
, ment suggesting that Vietnam misrepre- 
says Hachi- - 


sented the number of US prisoners of war 


| in the early 1970s. Even though some US 
| learn that you need to pay for quality in- | 


officials doubt the accuracy of the docu- 


| ment, a purported translation of a 1972 re- 
| port to Vietnam's politburo, it has created 
| consisting mostly of foreign films, is not - 
| diverse enough. In a less regulated envi- | 
| ronment, says Fisher of Hubbard Broad- - 
| casting, “with just a US$700 receiver you | 
| can have more possibilities, such as a pay- - 
| and-view option." A wide range of pro- | 


an uproar in Washington. 

Before the Russian document surfaced 
in April, Washington had been moving 
slowly towards improving ties with Hanoi. 
In March, President Bill Clinton decided to 
send retired Gen. John Vessey to Vietnam 


| to report on the country's level of coopera- 
| tion with the US in accounting for missing 
_ American military personnel. Clinton ad- 
| ministration officials say the president 
| might have given the go-ahead to the IMF 
, on Vietnam if the Russian document had 
marketing research shows that people will - 


not surfaced. 
Analysts say the administration's deci- 
sion to postpone the talks came extraordi- 


_ narily late, indicating that it wavered until 
_ the last minute. IMF members were inform- 
| ed only on 28 April, they say, and US offi- 
: cials spent most of the next day persuading 
hands.” " 


their counterparts to go along. u 
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and 







present 
Two “Advanced Courses” on doing business in Vietnam: 
MANAGING “DOI-MOI”’: | 

L LOGUE BETWEEN VIETNAM'S GOVERNMENT AND FOREIGN INVESTORS 






Nguyen Van Ich, Vice-Chairman, 
and 
" Ngo Van Diem, Deputy Director, Project Evaluation 
-The State Committee for Cooperation and Investment 


Bui Liem, Head of Asian and Pacific Division, 
Assistant to Vice-Chairman 
The State Planning Committee 


in a dialogue with: 


ae Roussel Vietnam » First Pacific Straits Land « Seanet Pty Ltd * Phillips Fox 
. * Vietnam Investment Fund Management Co Ltd * The Saigon Floating Hotel 
* Sly & Weigall/Deacons * Export Development Trading Corp « Banque Nationale de Paris 
* Norfolk Group e Price Waterhouse * Bouygues * SAS Royal Hanoi Hotel 
e Standard Chartered Bank * Baker & McKenzie « Richard Ellis 
* The International Burotel Company Ltd * Liang Peddle Thorp 
* United Nations Development Programme * Banque Indosuez « OTC Australia 


| & 2 June, 1993 
Hotel Furama Kempinski 
Hong Kong 


PROFITING THROUGH PROPERTY INVESTMENT IN VIETNAM 


Le Doan Phach, Director, International Cooperation Department 
Ministry of Construction 
and 
Ngo Van Diem, Deputy Director, Project Evaluation 
The State Committee for Cooperation and Investment 








with case studies from the top investors from the property sector in Vietnam. 
3] May, 1993 
Hotel Furama Kempinski 
Hong Kong 







Official Carrier: Official Hotel: With the support of; — - 


HOTEL FLIR AMA 
Buregeeks Phong beng: 


For further information, contact Ms Shawna Stonehouse at Investment Focus Ltd: 
Tel (852)868-0722 or Fax (852)525-5196 


Mr/Ms Title 





| :4 Company 
i — Address | 









Fax 










eido Like 
These 


US gets tough with its 
trading partners 





pump priming, and a recent agreement to 
set up a new trade-negotiating mechanism 
_ by early July, Japan caught the full blast of 
"the Clinton administration's get-tough ap- 
-proach on 30 April. | 
= US Trade Representative Mickey 
Kantor singled out Japan for allegedly un- 
-o fair practices in procuring construction 
— s. services and supercomputers. The message 
` ... was blunt: open these markets quickly, or 
^... face retaliation. 
| Kantor took a similarly strong line to- 
~~. wards several other Asian governments 
whom he named in Washington's annual 
roll call of countries it deems to be copy- 
- right violators. This year's “Special 301" list 
~~~ aims to prevent offenders escaping sanc- 
|... tions by making last-minute concessions, 
only to relax their enforcement efforts later. 
Japan faces unspecified action, probably 
in the form of US import restrictions, if it 
fails to improve access to public-works 
contracts within 60 days. Citing a provi- 
sion of US trade law known as Title VII, 
Kantor attacked Japan for keeping govern- 
ment procurement "fundamentally closed" 
| to foreign firms. 
^. Similar grievances prompted a review 
of the 1990 US-Japan Supercomputer 
Agreement, under which Tokyo was to 
open up its bidding procedures. Kantor 
complained that though Americans hold a 
commanding share of every other 
J supercomputer market, they have “never 
"won a head-to-head competition [in Japan] 
~~ against Japanese bidders." The review is to 
be completed by 31 March 1994, implying 
- that by then Tokyo should have bought 
. several US machines. 
Prime Minister Kiichi Miyazawa, visit- 
. ing New Zealand when the U5 announce- 
|. ments were made, expressed surprise. “I 
. don't understand what the US Govern- 
.ment is talking about," he was reported as 































. Tokyo officials fear that Kantor is in ef- 
-fect demanding pre-determined shares of 
their public-sector markets. Kantor has 
„been using the term "comparable market 
s,” which apparently means US mar- 


access, dy 1 
ket shares in Japan s ould resemble those 







supercomputer market at about 85%, 
against 11% in Japan. 

There were few surprises in the Special 
301 list of alleged violators of US intellec- 
tual property rights (patents, trademarks 
and copyrights). India and Thailand, along 
with Brazil, remain “priority foreign coun- 
tries," the category reserved for the most 
serious offenders, while several Asian 
countries occupied lower rungs of the lad- 
der (see chart). They have plenty of com- 
pany; more than 40 of the US' biggest trade 
partners are on one Special 301 list or an- 
other. | 

Kantor tried to encourage year-round 
efforts at improvement by specifying new 
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prompt action if nothing happens. He said _ 
, met in Paris on 27-28 April hopes so. It 
| pledged US$2.15 billion in aid this year — 
_ US$120 million more than Dhaka had re- 


retaliation against Brazil will be deter- 
mined by 30 May and actions against India 
and Thailand may come even sooner. Tai- 


tor's Hit List 


Data 


wan and Hungary, which are on the “pri- 
ority watch list,” must act by 31 July, while 





South Korea and Pakistan are among 10 | 
| least 20,000 public-sector jobs by the 3C 
| June fiscal year-end, and another 25,000 in 
| the coming year. Bank officials said donors 

Reaction in Asian capitals has been | 
mixed. In Thailand, officials thought they | 
had earned a three-month stay on US re- | 


countries in the two lower categories that 
will be subjected to “out-of-cycle” reviews 
— in effect, spot checks. 


taliation through talks in late April. But - 


Washington later made it clear the delay is 
conditional on immediate action by the 
Thais on four copyright issues. 

Officials in South Korea, relieved to es- 
cape tougher treatment, say recent actions 
against software and video pirates will be 
followed by patent and trademark legisla- 
tion later this year. But in Taiwan there has 
been some disappointment that, despite 
the recent stormy passage of legal amend- 
ments on copyright, the US is still demand- 
ing immediate action against cable-TV 


pirates and on enforcement of trademark - 


rights. ^ 
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Vote of 
Confidence 


Bangladesh wins praise 
but must speed reform 


| WW s school marm, but will 
categories of remedy and threatening | Bangladesh become a better 


pupil? The World Bank-led aid group that 


| quested — and praised Bangladesh's 
| macroeconomic management. Although 
| less than last year's US$2.5 billion, given 


the stiff competition for aid, the figure rep- 
resents a vote of confidence. 
But it also comes with warnings attach- 


|; ed. Dhaka must do more to boost savings 


and investment, develop the private sector, 
and enhance export competitiveness, the 
donors said. World Bank officials warned 


_ that the country's "very low and stagnant 


evels of investment” are a “major obstacle 


. | to faster growth, employment generation 
| and poverty alleviation.” To reduce pov- 
| erty, the bank said, private investment must 
. | rise to 9-10% of GDP from its present 5-650. 


Joseph Wood, president of the bank's 
South Asia Regional Office, noted the 
donors’ "shared sense of disappointment 
at the slow pace of privatisation" of Bang- 
ladesh's 225 public enterprises. The group 
urged that the new Privatisation Board 
should complete the divestiture by June 
1994 of at least half of the 42 industrial 
units and 24 textile mills slated for sale. 

Donors also pressed Dhaka to cut af 


might help set up a fund to compensate 
and train displaced workers. Bangladesh: 
Finance Minister Saifur Rahman promisec 
increased. emphasis on job-creatior 
schemes to alleviate poverty. 

The group also recommended bettei 
labour-management relations, warning 
that Bangladesh's recent hartals — genera 
strikes — are discouraging foreign invest 
ment. The bank cautioned that a continuec 
rise in Bangladeshi wages could cost the 
country its competitive edge over othe 
South Asian nations. 

Significantly, the World Bank commu 
nique issued after the meeting sounded i 
caution on human rights, urging a peace 
ful solution to the tribal insurgency in the 
Chittagong Hill Tracts. ' 
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SOUTH KOREA 
Samsung Unit Punished 


Samsung Construction & 
Engineering was suspended 
on 3 May from bidding for 
any public or private 
construction contracts for six 
months, as a penalty for 


causing a fatal train derailment 


while doing tunnel work near 


Pusan. The company, a unit of 


the nation’s second-largest 
»usiness conglomerate, was 
uso fined Won 25.5 million 
US$32,000). 


-Hyundai Freezes Prices 


dyundai, South Korea’s 
iggest conglomerate, said on 
?7 April it will freeze all its 
oroduct prices in 1993 to help 
ight inflation. The move goes 
vell beyond the government's 
"rice freeze on 22 consumer 
tems, announced on 22 
larch, and suggests Hyundai 
s trying to improve relations 
vith the government. 


AALAYSIA 

in Giant Quits 

Aalaysia Mining Corp., once 
e country's biggest tin miner, 
aid on 30 April that it will 
ease tin production. The 
Yove was long expected; 
Uling world tin prices have 
iused the company losses in 
cent years, and it now 
uses on other minerals. It 
cently raised its stake in 
ustralian diamond and gold 
ner Ashton Mining to 
3.95% from 45.41%. 


APARNA mei Mtv SW Pertinet XR GH A An RU GAY AP i m marte a d YAR Te | Went PII e Mr 


APAN 

oreign Bank Loans Slip 
utstanding lending by 

reign banks in Japan fell 109 
| Y9 trillion (US$81 billion) in 
e year ended on 31 March, 
atching the previous year's 
xline. The sagging stock and 
‘operty markets prompted 
any foreign banks to call in 
ans during the year. Some 89 
reign banks with 143 

anches operated in Japan as 





Prices of Hyundai products will be frozen in 1993. 


of last December. 


Matsushita-Philips Deal 


Matsushita Electric Industrial 
agreed to buy Philips 
Electronics’ 35% stake in their 
joint venture, Matsushita 
Electronics Corp., for about 
¥185 billion. Philips will sell its 
28.7 million shares by 31 May 
at ¥6,400 each. 


AT&T Wins Contract 


American telecoms firm AT&T 
will sell 12 advanced switches 
for office telephone systems to 
Nippon Telegraph & 
Telephone. AT&T's first sale to 
the largely government-owned 
telephone company follows 
years of US pressure on Japan 
to open its markets to foreign 
suppliers. 
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TAIWAN 
Taipei-Moscow Flights 
EVA Airways and a Russian 
airline will begin direct flights 
between Taipei and Moscow 
this year, the Transport 
Ministry said. The flights will 
have to avoid China's s airspace, 
flying via Europe or northeast 
Asia. Britain has already 
started direct flights to Taipei, 
and France will begin this 
summer. 


Banking Rules Eased 

The Finance Ministry loosened 
rules governing financial ties 
to China, permitting 
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the construction of an E 
international terminal at Clark: 
Airfield. Other members are 

2 Lucio Tan, Henry Sy, John 
Gokongwei, George Ty and 
Andrew Gotianun. 


PENN tae ea atta c e ev HER NI ASA RES P as LWA it MESS rS a Qe A A VIPERA + 


CHINA 

Levi Strauss Pullout 

US garment maker Levi 
5trauss, citing human-rights 
violations by the Peking 
regime, said it will not invest 
directly in China. It will also 
phase out its use of Chinese 
subcontractors, which 
currently account for about 2% 
of its production, though it 
may continue to buy Chinese 
fabric for the time being. 





Taiwanese banks to do 
business with Chinese banks 
operating in third countries 
and with foreign banks 
operating in China. Taiwanese 
banks will be permitted to 
handle remittances and letters 
of credit, and accept deposits 
in currencies other than the 
renminbi and the New Taiwan 
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INDONESIA 
China Plans Investment 


China's state oil company, 
China Petrochemical, said it 


dollar. will invest in a planned oil 
EET E nara ten Aa NR refinery and fertiliser plant in 
Indonesia. Local partners will 
VIETNAM include President Suharto’s 
PRES second son Bamban 
Group Seeks Oil Field 5 


Trihatmodjo, timber baron 
Prajogo Pangestu and another 
leading businessman, Henry 
Pribadi. Prajogo and Sheng 
Huaren, president of China 
Petrochemical, met Suharto on 

4 May and reportedly received 
his approval for the i 
investment, which is expected 
to total about US$3 billion. 


A foreign oil consortium, 
including Mobil of the US and 
several Japanese firms, has 
applied to the government to 
develop an oil field in the 
Thang Long (Blue Dragon) 
area, the quasi-official Vietnam 
Investment Review reported. | 
The field is near a disputed 
area of the South China Sea 
where Peking has awarded a 
concession to US-based 
Crestone Energy Corp. 


PHILIPPINES 


Ramos Mobilises Tycoons 


Prodded by President Fidel 
Ramos, six of Manila's leading 
ethnic-Chinese magnates 
agreed on 25 April to form a 
P600 million (US$23 million) 
consortium to build urgently 
needed infrastructure. Headed 
by Philippine Long Distance 
Telephone chairman Alfonso 
Yuchengco, it will first tackle 
















Commodities 













Previous 3months Year 
Latest sale to 3 May Latest week ago ago 





Copper New York 3) 
Current wt (May} 83.70 85.00 98.95 99.25 
ly deli 


Kuala Lumpur (1) : 14.59 









ubber ~ Kuala Lumpur (8) 

Current delivery (June) 210.00 210.00 242.00 222.50 

y dover . O 

. Golg 18416 18A 
dollar 

won 
rupee | 
| Taiwan NT dollar 259205 — ! | 254i 25, 1375 

Commis China USS-R zRmb 5. 7084 HK$-Rmb 0. 78745 Laos USS-Kip 720. 00 

| countries: — Vietnam US$=Dong 10,540.00 Cambodia US$=Riel 3,500.00 

228.00 PAREY iai Ea Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 812.00 

SDR1=US$1.42339 ECU1=US$1.236 S$1-M$1.5886 


*Official rate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 







Palm Oil Kuala Lumpur i4) — 
Current delivery (May) 91400 — 91000 — 100000 87900 


July delivery 









Singapore (9j 





Pepper 
Sarawak Asta bik 100% 





















. Maize Chicago (6) 
Current delivery (May) 
ly delivery 
. 77. Soyabeans Chicago (5! PEN" = 
C Current delivery (May) i 588.60 59240 574.00 583.60 Currency Deposit and Bond Yields 
cx duly deliven 591.20 
y delivery C To MPH en. She Eurocurrency and Asian currency unit deposit rates (rt 
5.8125 6.0625 $00. 
5.00 48125 4562: 
8. 1875 8. 0625 7.875 7.4375 7.71 








Coffee New York (3j 
Current delivery (May! 63.50 54.00 58.30 60.85 


July delivery 64.20 















(0M$a Kg R 2 0) USS an oz (3) US¢ a lb (4) M$ a tonne (5) USe a 60 Ib bushel 
(6) USc a 56 Ib bushel (7) 7; US$ a tonne (8) PSS1, Me akg (8) S$.a 100 kg (10) US$ a barrel 
(11) BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation 


Indonesia Japan Malaysia 








^ Intemational Reserves (5) | "e | | 8 
Latest US$9.31b (Feb) US$46.29b (Sept) US$28.9b(Dec91)  US$5.56b (Feb) US$10.88b (Jan) US$72.14b (Feb) US$19.44b (Nov) 
US$13.60b US$40.92b na. US$4.25b US$9.50b US$71.16b US$10.22b 








- Year earlier 














-— Exports (6) 
‘Latest 3 months US$10.65b US$23.210 US$28.580 US$5.06b US$10.11b18) US$87.16b US$10.53b 


©. change previous 3 months +06 +3.6 15.4 469 +17.0 23 54 
-e change year earlier -0.1 +15.0 +18.4 +34.4 | +59 5 






















< Consumer Prices 
Base. dul 89-Jun 90«100 Feb 1992100 Oct 89-Sept 90=100/2} — 1982-100 Apr 88-Mar 89-100 1990-100 1990-100 


| Latest 3 months index average 107.4 (Jul-Sept) 110.8(11) (Feb) 132.1 (Jan-Mar) 243.7 (Sept-Novi 141.6 (Jan-Mar) 105.4 (Dec-Feb) 1117 (Dec-Feb) 
% change previous 3 months 40.1 n.a. «2.6 41.5 45.4 -0.1 41.1 
% change year earlier | 40.8 «108 «88 «92 44.6 




















(GNP in Chína & Japan) (2) Consumer Price Index A 3) M2 or currency plus bank deposits " To March | (5) IMF definition of reserves minus gold axcept for Singapore (6) fo 


(1j Official and other estimates of GDP 








Stockmarkets 


= a = Tokyo gains 3.5% in abbreviated trading = m m Hongkong 





falls slightly 


= a a Australia, Wellington lose ground = = = Manila surges 5.6% to record = m a 
Seoul, Taipei slip = = » Bangkok down sharply in week ended on 4 May = = ^ 


— Tokyo 
Nikkei Stock Average 


AL 1 4.4 12 011 41 1 4 102,000 
JJASONDJFMAM 


Taipei Hongkong 
4,448.18 6,827.29 


US$1.1b US$547.9m 












* Average daily turnover Morgan Stanley Capital International Index = 561.1 (30 April) 

hilippines Singapore South Korea Taiwan Thailand 
35 5.6 48 6.71 74 
2 55-65 6.0 na. 758.5 

S$5.14b (Feb) US$39 89b (Dec) US$18.04b (Feb) US$82 525 (Jan) US$20.81b (Feb) 
S$3.95b US$34.13b US$14.48b US$82.80b US$18.36b 
IS$1.26b (Nov-Jan) “US$2.91b (Jan-Mar) — -US$0.84b (Feb-Apr) +US$1.34b (Jan-Mar)  -US$2.25b (Dec-Feb) 
IS$1.44b -US$2 91b -US$0.46b +US$2.14b -US$0.50b 
IS$0.93b -US$1.81b -US$2.39b +US$2.57b -US$0.97b 
S$2.48b US$16.50b US$19.67b US$20.06b US$8.28b 

1 5.0 +3.0 4.1 3.5 

13.0 +13.5 +97 «5.1 +148 

3$3.74b US$19.41b US$20.51b US$18.72b US$10.5b 

7 42 449 -0.3 +43 

99 +18.8 +0.9 +13.3 +222 

88-100 Sept 87-Aug 88-100 1990-100 1991-100 1986-100 

2.9 (Jan-Mar) 113.8 (Dec-Feb) 119.1 (Jan-Mar) 105 4 (Dec-Feb) 132.1 (Dec-Feb) 
E «0.6 +16 08 03 

0 42.1 46 «34 «3.0 

:85.39b/9) (Dec) $$75.73b (Dec) Won 96.01t (Feb) NT$8 00t (Jan) Baht 2.147 0b (Feb) 
2 +0.9 -0.8 +43 +0.5 

1.0 +8.9 +13.6 +18.1 +14.2 


cif (8) Including petroleum (9) M3 (10) % change over past 3 months (11) One month Source: Official statistics 
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Colombo! 
CSE Sensitive Index 





Singapore 
Straits Times Index 





PA — — IM ERE WARE ZEB GNE 
JJASONDJFMAM 





Shanghai Kuala Lumpur Singapore 
1.241.16 Index 706.08 1,776.64 
US$213.7m Turmover* — ($$469.9m US$225.2m 


Wellington 
1,300 _ge-a0 cipia Index — 1390 





500 M 400 | | 1,200 ! 214 1200 
JJASONDJFMAM JJASONDJFMAM JJASONDJFMAM 
Bangkok Manila Karachi Colombo Sydney Wellington 
Index 828.10 1,636.52 Index 1,098.45 745.33 Index 1,664.30 1,564.12 
Turnover * US$111.9m US$28.4m Turnover * 2.2m shares US$0.4m Turmover* — U$$312.7m US$22.9m 


Source: ! Smith New Court (Far East Limited) 


Interest Rates (96) 


Prime interbank Interbank Interbank 
3 May lending 1 month? 3 monthst 6 months 


Australia 950 515625 51875 5.1875 
Britain 700 = 58125 585 59375 
Hongkong 650 2875 3.0625 3.1875 
Indonesia 2100 — 1325 1350 13.75 
Japan 

Malaysia 


Taiwan B.00 — — — 
Thailand 11.25 10.50 10.25 —- 
us 6.00 3.125 3.1875 3.3125 


"Longterm —""Shortterm ttMonetary Stabilisation Bond (1 year) 
tOffered rate Source: Telerate and Review Data 





Schein drei i aai gi ido ist edes 





CLASSIFIED ADVERTISEMENTS 





Lappomt | Review 
i P ET EES Classified 
UNIVERSITY OF NEWCASTLE UPON TYNE = MAURITIUS = assi le 
Sections 


A SOPHISTICATED 
OFFSHORE FINANCIAL CENTRE = 


Enquiries are invited from professional 
practitioners and international 
organisations interested in Mauritius's 
modern offshore company, trust and 
insurance laws providing a Zero Tax 
regime for: 


DEPARTMENT OF POLITICS 
LECTURER IN JAPANESE POLITICS 


The classifications available 
in this section are as follows; 
when booking, please state 
your requirements: 


ü The successful candidate will also be a member of The Newcastle East 
| Asia Centre (Director: Professor R Drifte) and will be expected to play a full 
T. partin the undergraduate and postgraduate teaching of both the Department 

or ` and the Centre, including the introduction of an undergraduate course on 

- |. Japan. He/she will also be expected to administer the undergraduate 


B Offshore Banks 
& Banking 


W Exempt Companies 
Annual Fees USS 230 


|... exchange agreement with our partner, Fukuoka University in Japan. BE Captive Insurance MI Ship Registration Appointments 
bs » ; duit ar a: . A F ] Bl Access to EC and MI Asser Protection . | ; i 
h Applicants should be specialists in either Japanese government and Trusts Business Equipment 
cc EC politics or Japan's international relations and will be expected to undertake — c Busi M 
mE : . i die . "und Management eport iness S 
|. research in their specialism. A strong Japanese language background is also doni. us usiness Opportunities 
necessary. BI Ordinary B Secrecy and Business Services 
Salary will be at an appropriate point on either the Lecturer Grade A scale Companies Annual — Confidentiality Conferences & Exhibitions 


Fees USS 1,500 provided by Law 


£13,400 — £18,576 p.a. or Lecturer Grade B scale: £19,352 — £24,736 p.a. 
according to qualifications and experience. The post is available from 1 
August 1993, 

Noforms of application are issued. Further particulars are available from 

- the Director of Personnel, Registrar's Office, University of Newcastle- 

upon-Tyne, 6. Kensington Terrace, Newcastle-upon-Tyne, NE] FRU, to 

„whom three complete copies of applications, including a full c.v. with 

present salary and the'names and addresses of three referees, should be sent 
not later than 10th June 1993. ; 


Please quote ref? 0963/FEEN. 


BE Tax Treaty Network with UK India, Courses & Seminars 


Germany, Malaysia, etc a 
oe, Education 

Write, fax or telephone 

Sunil Banymandhub Es ACA MSc (Bass B& Engi 

Managing Director for a 

complimentary explanatory memorandum 

or an exploratory discussion. 


INTERNATIONAL 
MANAGEMENT 
(MAURITIUS) LIMITED 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, 

Port Louis. 

Republic of Mauritius 

Telephone: (230) 212 9800 
Facsimile: (230) 212 9833 


Fellowships 

Hotels & Accommodation 
Investment Opportunities 
Notices 


Personal 

Property 

: Be Positions Wanted 
Courses - Publications. 


Residential Schools 


d * 7 





DEGREE COURSES 


Take a Master's degree in Business 
"Administration (MBA) entirely at home 


DU E BUS INESS I IN THE Universities 


SOUTH EAST OF ENGLAND 








anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
“in Computer Science, Economics, 
^E Education, Engineering, International 
| Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
. FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


Turning over £2 million plus, with healthy. 


profits, this is an integrated group of Care 
Homes with a sound management structure 
that does not require continuous input from 
the owner. The organisation has à solid 
professional reputation for both standard of 
accommodation and quality of care. 

Tel/Fax: 0424 712050. 





SAVE OVER 75% ON FAXES NOW! 


Introducing Jetfax 


Plain Paper Faxes on Your Laser iios 


Easy Faxing Direct from PC/Network 
Simple Installation 


External Device = 


a). 


For more information, and Dealer enquiries: 
Telesis Investment Limited 
6B, Galuxe Building, 8-10 On Lan Street, Central, Hong Kong - 
Tel.: (852) 877-1325 Fax: (852) 526-0747 


This space is reserved for Classified Advertisements 


Reservations should be addressed to: 


. International Classified Manager Far Eastern Economic Review, GPO Box 160, Hongkong 
Tel A6RÁAT3. "Telex: 65452 REVEN HX 


“BAC KG ROUND 
ME ON HOW 
THEIR 
TAKEOVER BID 
DEVELOPED.” 


Lus essential research tool is also available as a cumula- — gsm 
tive annual edition. End hours of needless searching. Sub- 
scribe now and receive vour Review Index four times per 


year, including the cumulative annual at US$59 per annum, 
or the cumulative annual alone for US$43 per annum. 





When you need important informa- 
tion, you invariably want it fast and 


accurate. The Review Index enables 


rapid access to the most respected 


_ Asia-Pacific information source: The 


Far Eastern Economic Review. Every- 


thing published during the preceding 


quarter, by country, subject and date is 
detailed in the Review Index. 


sastern Economic 





A Dow Jones Publication 








CLASSIFIED ADVERTISEMENTS 





l. Communications | BRE ABA TEM 2] 
- tool for China 
traders 


.... Just Released 






A leading Australian 

Tm wo Systems Integrator now expanding 

NE have the China into Asia to work together on 
Fax and Telex | | 

Directory, the only large scale Systems Integration 

directory of its kind | | 

available in the market. | and Software D evelopment Projects. 

| 


China Fax & Telex 
Directory is a vital | With you 
communications tool for 
all China traders. 
Compiled from our own 
. database, it provides the 
| most comprehensive 
listing of up-to-date and. 
accurate telex and fax’ 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more — 
convenient to use: PM 
1. Alphabetically listed rer 

















# 






mitree Computer Corporan ron | amed iu we F4 " 
AEN SOG 991 EYZ TM DE E ale 











2. Industries Geographically listed 








13)541 5600 Fax (85 543 3671 
3. Numerically listed — Fax | 
4. Numerically listed — Telex 

You can get this extremely useful book by simply completing the 


order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 





NEW YORK REPRESENTATION 
Experienced international bankers will work on your behalf in 


New York to assist with legal contacts, correspondent bank 
problems, travel schedules, special projects. Reasonable fees. 





Mail or fax to: The China Phone Book Co., Ltd. 
G.P.O. Box 11581, Hong Kong. 
Fax: 503 1526 Tel: 508 4300 


For further information contact A. J. Cordello at P. O. Box 3945, 
New York, NY 10185 or Fax 01-212-354-0800 








Please rush me copy/copies of the China Fax and Telex Directory 
1993 às indicated: "aen + eee 
To place your classified ad, fax: 
eee Hong Kong (852) 5031537 or call: 
dress: 
Country 
1L. China Fax & Telex Directory 1993 
Price: Hong Kong — HK$190  HK$25 for postage & packing 
Elsewhere —— USS34 (including airmail postage & packing) 
No. of copies 


Hong Kong 5084473 Taipei 7677390 
Singapore 2203720 Manila 8273950 


Tokyo 32700251 Seoul 2530852 
Bangkok 3913112 London 3340008. | 
Sydney 3639736 New York 8086618 
Jakarta 5736611 Auckland , 4130561 


. Bib me 12 Bill my company _ 


LI — ...im payment thereof 
(cheque payable to The China Phone Book C o, Lid.) 

Ci Į prefer to charge o — Č to my credit card 
itek one): 
Visa 1. MasterCard i: Amex ii Diners 1: 





Card Nor _ Expiry Date: 


Signature: — l For QUALITY response... 
advertise in this section 

























by Lincoln Kaye 


ao Shizhong hopes to earn his first 

US$100 million by realigning the 

Leaning Tower of Pisa. The scrappy 
61-year-old architect claims to have been 
obsessed with the project since his child- 
hood. Ten years ago, he came up with a 
method of straightening out crooked struc- 
tures that is “unique, natural, effective, and 
none of your damn business.” 

Such secrecy, he explains, is simply the 
norm for Chinese master-craftsmen. Cao 
has imparted his technique only to his son 
and a couple of select disciples from the 
architecture faculty of Zhejiang University, 
where he teaches. He has patented his idea 
in China, but cannot afford to overseas. 

Yet on the strength of his secret tech- 
nique, he expects governments and anti- 
quarians to turn over to him their price- 
less, if somewhat wonky, cultural relics 
with no questions asked. Fully 26 Chinese 
entities have done so, and he claims a 100% 
success rate in realigning them. 

To prove it, he pulls out of his well- 
worn leatherette briefcase a thick sheaf of 
press cuttings and some impressive-look- 
ing documents emblazoned with bright red 
rubber stamps from the Zhejiang Academy 
of Sciences. But, despite these testimonials, 
the Pisa contract still eludes him. 

Four years ago, Cao met with a delega- 
tion of visiting Italian officials to lay out 
his proposal. A “former cabinet minister 
seemed intensely interested,” he relates, 
and prospects looked bright. 

But-the project had to be shelved after 
Cao was indicted. His purported crime: 
accepting fees for his services. But during 
the four years that the litigation dragged 
on the political winds shifted and now 
such entrepreneurship is regarded as laud- 
able initiative. He is keen to get back on 
the Pisa case. ` 

The Leaning Tower has been tottering 
almost since its first stones were laid in 
1174. Construction had to be abandoned in 


82 


ONOHZIHS OYJ 


PROFILE 


Cao Shizhong 





Chinese Hopes to Fix 





Leaning Tower of Pisa 


Architect who specialises in straightening out crooked 
pagodas says he can restore the structure to any 
desired degree of tilt, using a secret technique 


1350, with just eight of its planned 13 sto- 
reys completed, because the structure was 
already 2.1 metres out of plumb. Its tilt has 
grown more acute over the years, until it 
now leans 4.5 metres off its axis and threat- 
ens to crash into the surrounding architec- 
tural monuments. 

To anyone who can prevent that from 
happening, a total of nearly US$100 mil- 
lion is offered by assorted governments 
and conservation authorities. The thought 
of this reward — not to mention his “po- 
tential service to humanity” — was “all 
that kept me alive during my four-year 
courtroom ordeal,” Cao says. 

Cao says he has been collecting Pisa lore 
since he was a boy growing up in the pa- 
goda-studded landscape of Zhejiang, 
whose boggy ground resembles the Arno 
basin soils around Pisa. A 
shift in the subsoil is 
enough to throw a tower 
out of plumb, Cao says. So 
Cao has enjoyed a wealth 
of opportunities to practise 
his technique. His greatest 
triumphs have been two 
pagodas, one nearly 600 
years old and another al- 
most 1,200 years old. He 
realigned them in just a 
couple of months, he says. 

Each tower has its own 
personality, he says, de- 
pending on its age, height, 
subsoil and angle of 
inclination. “Some don't 
just lean,” he adds. “They 
lean, sink and wrench around.” 

As leaning towers go, he says, the Pisa 
landmark is relatively straightforward. 
Nevertheless, he plans to use 10 months to 
right it. “With an international treasure like 
that, it’s best to be extra careful,” he says. 
“Besides, Italian workers are probably less 
industrious than we Chinese.” 

He keeps a weather eye on the propos- 
als of other contenders for the Pisa con- 
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The Leaning Tower of Pisa. 


tract. Nobody else, so far as he knows, has 
come up with a plan to tilt the tower back 
to its original angle. Rather, they have 
merely focused on preventing further tilt. 


o date he has counted 500 schemes, 

some pretty wild. One involved 

propping the Pisa tower with an 
arched buttress. Another wanted to hold it 
in place with electro magnets. There was 
even a notion to buoy it with balloons. 

Just the sorts of ideas you would expect 
from the West, he adds: blinkered, narrow 
mechanistic, focusing on the symptom 
rather than the cause and treating just parl 
of the "patient" rather than the whole. Cao 
on the other hand, prides himself on hi: 
"holistic" approach, akin to that of Chinese 
medical practitioners and martial artists. 

He views the 55-metre 
tower, its three-metre foun 
dation and the 60-metre 
column of compacted sub 
soil beneath it as all part o 
a single compound struc 
ture. The subsoil, com 
pressed by the weight o 
the tower over the centu 
ries, has by now fused t 
the foundation and move: 
along with it. 

The object, Cao says, t 
to bring the gravitationa 
and axial centres of this to 
tal structure back int: 
alignment. One aspect o 
his method, he reveals, is t 
dig water-proof caisson 
around the base of the tower to give th 
subsoil column room to swing back int 
place. Once the tower is realigned, he wi 
brace it in place and prop it from under 
neath by reinforcing the subsoil, he says. 

He claims to be able to restore a towe 
to any desired degree of inclination. Fo 
Pisa, he suggests returning it to its 14t 
century tilt. “Otherwise,” he points out, “ 
will no longer be a Leaning Tower." | 
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China Airlines Is Taking Off 


Today's Taiwan is really taking off. Back- 
ed up by one of the largest foreign ex- 
change reserves in the vvorld and an arn- 
bitious Six-Year National Developrnent 
Plan, Taiwan is well on its way to even 
greater achievernents. Taiwan is living 
up to its role as one of the 'Four 
Dragons' of Asia a star econornic 
performer in the world's most dynamic 
region of growth. 





Taiwan's premier airline, China Airlines, 
is also a star performer. One of the 
great success stories of the transpor- 


tation industry, China Airlines takes 
care of one of the world's youngest 
fleets with its fully computerized 
maintenance system. 


Given its high standards of service and 
friendly courtesy on every flight, it's no 
wonder that China Airlines’ success is 
soaring. 


We treasure each encounter 


CHINA AIRLINES 


TAIPEI, TAIWAN. ROC 
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Up Its Act 








S Triumph of the Middle Class: — 
Military Leaves Politics to Politicians © 





May. 1992 .— 














We've been baked in the Gulf, drenched in the North Sea and frozen in Alaska. 





e don't mean to com- 
plain; we're extremely 


grateful to have been in- 
volved in many of the key 
. oil discoveries of the twentieth 
century, so far. But take three 
of the most famous. 

If you were to stick pins 
in a map of the world, you 
couldn't pick three more 
dangerous, inhospitable and 
dewnright inconvenient 
places on earth to explore 
and drill for oil. Persia at the 
turn of the century 
virtually lawless land and 


‘as a 


work was continually delayed 


THE GO 


by heat-stroke and sickness. 
The drinking-water was, 
according to one of our 
engineers, “best described as 
dung in suspension” 
Alaska, meanwhile, was 


“a mean, nasty, unforgiving 


place to work? according to 
one geologist. The tundra 
freezes to concrete in winter 
and thaws into a sponge- 
like prairie in summer. 
Beneath is the permafrost, 
so-called because it is perma- 


nently frozen to a depth of 


300 metres. 
A pretty conundrum. for 


those charged with building 
380km of pipeline across it. 

Successfully completed, 
the trans-Alaskan pipeline 
remains one of the greatest 


For all our tomorrows. 
feats of engineering ever 
undertaken. The same can 
be said of our North Sea 
platforms. Taller than Big 
Ben, these have to withstand 
hurricane force winds and 
15 metre waves. 





As one skipper put it: 
"Theres nothing quite as 
vile as the North Sea when 
she is in a temper” 

Admittedly we've been a 
little mote fortunate with 
our latest discoveries. In the 
mountains of Colombia and 
the waters of the. Mexican 
Gulf where we only have 
the occasional hurricane to 
contend with. 

Nevertheless, is it too 
much to ask that the next 
time we strike oil; the gods | 
could exercise a bit more. 
restraint. ..? | 














JW Marriott Hotel Hong Kong 
introduces its own 
RATES OF EXCHANGE 
which moves you up one room 
category, while you 
pay the lower daily room rate. 


Book and pay for this... but stay in this room. 


Superior Room HK$1,650. ———* Mountain View HK$1,750 


ie seaman eei n mrt 


* Harbor View or 
* eMountain View 
Executive Floors HK$2,050 





Mountain View HK581,750 


* Harbor View or 
* Mountain View 
Executive Floors HK$2,050 


d 


Harbor View 
Executive Floors HK$2,350 


Harbor View 
Executive Floors HK$2,350 





d 


One Bedroom Suite 
HK$3,000 


* Applies to a minimum 2-night stay; rates subject to change. 


Plus, you'll receive 
the following dividends... 


*roundtrip airport limousine transfers 
* daily buffet breakfast 
* late check-out upon request 
* no charge for local calls 
* up to two suits/dresses drycleaned 
during your stay 
*and much more... 





JW MARRIOTT HOTEL. 


HONG KONG 


Marriott reservations in Asia Pacific: 

JW Marriott Hotel Hong Kong (852) 810 8366, 
Bangkok (66) 2-251-0485, 
Jakarta (62) 21-571-1710, 
Kuala Lumpur (60) 3-291-8584, 
Singapore (65) 334-6216, 
Sydney Toll Free 008-251259, 
Tokyo (8D 3-3215-7285. 


JW Marriott Hotel Hong Kong, Pacific Place, 
88 Queensway, Hong Kong Island, Hong Kong 
(c "Tek (852) 810 8366, Fax: (852) 845 0737, 
Telex: 66899 MARTT HX 





. Truth About Trade 

. You finally got something correct in your 8 
| April editorial [Trading Deficits]. It is 
rather sad that too often people — moti- 
. vated by politics and without questioning 
| the "truth" revealed in the figures — come 
. to the conclusion that China's trade sur- 
| plus with the US is due to unfair trade 
_ practices. 


Nobody denies that China has a lot of 


. room for improvement, but it is also true 
| that Peking has been moving rapidly to lib- 
. eralise its economy including its trading 
| system. If the US really cares about China 
and its own well- -being, most favoured na- 


tion status should be granted to China un- 


| conditionally. Sino-US trade reflects one of 
_ the few theories that still has some cred- 
. ibility: the fundamental principle of com- 
. parative advantage behind voluntary ex- 
. change. 


SHENGLIN BEN 
West Lafayette, Indiana 


, Equal Time 

. Nate Thayer's report on Cambodia [Vi- 
. cious Circle, 29 Apr.] plumbs new depths. 
_ In the entire one page article, he manages 
| — even with the help of Rodney Tasker — 
. to quote only the Khmer Rouge. These 
. citations are supplemented by such au- 
| thoritative 


sources as “analysts, " “observ- 


Lf df 


| ers,” "Untac sources” and “UN officials.” 


Once again, there is no reporting of 


. comments from the Cambodian govern- 
. ment, the State of Cambodia, which seems 
, not to exist in Thayer's view. Indeed, he 
_ refers to it by the derogatory term "Phnom 
. Penh regime.” And once again, Khieu Sam- 
| phan is presented as a Mr Nice Guy who 
. Opposes campaigning against Untac, and 
. who claims the Khmer Rouge is the sole 
. implementor of the Paris peace accord. The 


Khmer Rouge refuses to implement one 


| single prov ision of the agreement it signed 
. in October 1991. 


HELEN JARVIS 
University of New South Wales 
Sydney 


. ‘Too Many Politicians’ 

. We now need to coin a new term to de- 
| scribe Ghulam Ishaq Khan's position — 
|. Presidential Dictator [Presidential Putsch, 

. 29 Apr.]. By dismissing two elected gov- 
| ernments in three years, he has imposed 
` himself as an unelected, unwanted dicta- 
| tor. 


For all his faults, Nawaz Sharif was the 


. first leader whose economic reform pro- 
. gramme had a fair chance of bringing Pa- 
. kistan into the group of successful emerg- 
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ing market economies. All this, as well as 
the process of institutionalising democracy, 
has now been set back thanks to a power- 
hungry, unelected bureaucrat, turned head 
of state. 

Opposition leader Benazir Bhutto’s role 
has also been very disappointing. She has 
let a personal vendetta against Sharif over- 
power her professed respect for the demo- 
cratic process. 

The question now is: will Pakistan have 
a fair election within 90 days? If not, it will 
become the laughing stock of the world. 
Pakistan has too many politicians, but no 
statesmen. 

MALIK SARWAR 
Tokyo 


Lousing it Up in Laos 

| refer to Murray Hiebert's piece about the 
desire of Lao authorities to seek funds for 
the preservation of Wat Pou near Cham- 
passak [Temple i in Disrepair, 19 Nov. '92]. 
Hiebert refers to Lao officials who hope 
that a preserved Wat Pou would lure more 
tourists to southern Laos. 

I have just made two very enjoyable vis- 
its to Laos. The Lao folk I met were direct 
and friendly, but their government made 
my journey difficult at every stage. Unless 
I could afford a Lao visa at a cost of 
US$100-125 from one of a swarm of dubi- 
ous travel agents in Bangkok, I had to find 
a sponsor in Vientiane. That cost US$50 
plus another US$12 for the Lao embassy in 
Bangkok to approve it. Moreover, the pro- 
cedure took several weeks. 

Once in Laos, my travel was restricted 
so that for my journey to Luang Prabang | 
had to obtain a laisser-passer which cost a 
further US$20. These papers were in- 
spected and stamped four times on the 
Luang Prabang round trip. Further red 
tape meant more delays and hassles. 

The extremely low tourist occupancy 
attests to the difficulties and expense of 
undertaking a Lao adventure. In fact, it is 
hard to resist the conclusion that the Lao 
communist authorities really do not want 
tourists at all. 

The impediments placed in the way of 
tourist travel to and within Laos suggest 
that an international appeal by the govern- 
ment for donations for anything connected 
with tourism could involve ulterior mo- 
tives if not downright mendacity. 

JOHN BENSON 
Bangkok 





Letters intended for publication must include 
the writer's name and address. All letters are 
subject to editing for length. 
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A Fashion Statement 





Consumers should decide China’s trade status 


war is regarded as wicked,” wrote the turn- 
ury Irish wit Oscar Wilde, "it will always 
‘ination. When it is looked upon as vul- 








gar, it wi e popular." His point, of course, was 
that popu is often a more powerful force than 
moral outre vhy when US President Bill Clinton 
and Congres taining most favoured nation (MFN) 
trading stat 1a, they should think about the role of 


blue jeans. ^ 
Levi Strauss and Co., the world’s largest maker of casual 
clothing, recently announced it would phase out its produc- 
tion in China because of the country's “pervasive violation 
of human rights." The company made the marketing | 


decision that the mostly young buyers of jeans would like to | 
make a fashion statement against slave labour and other - 
reminders of totalitarian rule. If Levi’s is right, the decision | 


by an army of individual consumers worldwide to avoid 
Chinese products could be more powerful than blunder- 
buss trade sanctions by Washington. 





would best be served if Washington does not attach condi- 
prosperity in China is the vanguard of political reform. This, 


trade abuses. It is entirely appropriate for individuals con- 
cerned with individual rights to make political statements 
with what they buy or refuse to buy. 

In contrast with the MFN stick that puts economic deci- 


green campaigns, and as Levi's itself showed during World 
War II when it tied sales to the popular cause of war bonds. 
We also suspect that Chinese leaders would be more in- 


human-rights practices cost them valuable sales than to bow 
and scrape before US trade officials presenting them with - 
the latest list of humiliating ultimatums. | 

The great likelihood is that President Clinton next month 
will attach conditions to China's MFN status. As he decides - 
which conditions to apply, he should at least appreciate that | 
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government is not the only player on this stage. Levi's ac- 
tion is a reminder that the ultimate power in free societies 
resides with consumers, as buyers or as voters. If Mr Clin- 
ton wants politically motivated trade sanctions, he might 
urge that it come from consumers voting one item at the 
cash register at a time. Mixing politics and trade is too dan- 
gerous a business for government. 


The Aid Game 


ADB asks for more money 


f you had a child who squandered his allowance and 
then asked you to double it, what would you do? If you 
are like most parents, you would probably sit him down 





_ and have a long talk about the value of money. You might 
, even cut his allowance back until he showed some fiscal 
_ responsibility. 

Our own view is that human rights and trade alike | 


If you are the funders of the Asian Development Bank 
(ADB), you are expected to do just the opposite. Despite 


: internal studies that show the bank’s failure rate is on the 


rise, at its just-ended annual meeting in Manila ADB Presi- 


| dent Kimimasa Tarumizu called for the donors roughly to 
_ double the bank's authorised share capital to US$46 billion 
_ by 1998. Leading the countercharge was the Clinton admin- 
| istration's delegate. He argued that the bank cannot simply 
, increase its lending each year — plans call for a 21% rise this 
| year — without an objective appraisal of what everyone is 
, getting for their money. 


Our own reservations go deeper. If the success of Asia's 


| tiger economies has taught us anything, it is that develop- 
tions to China trade; the middle class created by pockets of | 


ment has less to do with foreign largesse than with the right 


_ economic policies at home. The US Agency for International 
however, is not to say that we oppose efforts to mitigate - 


Development conceded as much in its 1989 Woods Report. 


|. This noted, with rare candour, that not one of the less-devel- 
_ oped nations that the US targeted for assistance over the 
. previous twenty years had graduated to developed 
| This failure came despite the transfusion of billions of dol- 
sions in the hands of government, decisions by consumers | 
are inherently populist and democratic. They can also be | 
effective, as environmentalists have shown with their buy- - 


status. 


lars on exceptionally generous terms. 
Doubtless a lack of accountability is part of the problem. 
For example, though lending by these multilateral aid agen- 


_ cies is largely responsible for the Philippines’ crushing ex- 


ternal debt, these institutions survived their Marcos debacle 


| remarkably unchastened. Indeed, the ADB now has a pala- 
clined to heed a corporate executive's argument that their | 


tial marble-and-mahogany headquarters in Manila with a 


_ distressing look of permanence about it. It is time to recog- 


nise that never-ending multilateral aid is no substitute for 
the discipline of the marketplace. Before writing larger 


_ cheques, the donor countries of the ADB should start to ask 


whether they are alleviating Asian poverty or subsidising 
an increasingly permanent class of poverty specialists. — m 
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Thankfully, the world has 


one resource that will never be exhausted: 
the Spirit of Enterprise. 


The Rolex Awards for Enterprise were conceived in 1976 to recognise individuals who have displayed a remarkable spirit of 
enterprise in the fields of Applied Sciences and Invention, Exploration and Discovery, and the Environment. Since the Awards 
were introduced, 30 individuals have each received 50,000 Swiss Francs and a specially inscribed gold Rolex Chronometer. 


Rolex is proud to announce five new winners for 1995: 


FORREST M. MIMS III is an entirely self-taught electronics specialist who has 
developed an instrument capable of measuring the thickness of the ozone layer. He 
has named it TOPS: Total Ozone Portable Spectroradiometer. 

What makes this machine remarkable is the fact that it is about 500 times 
lighter and 200 times cheaper than existing detectors, yet its readings are highly 
accurate — vital information in this time of growing concern for the ozone layer. 

It is Mims’ aim to distribute TOPS to individuals in at least 10 countries, 
forming a network to complement measurements taken by the small number of 
official monitoring stations. 


ALDO LO CURTO describes himself as a “travelling volunteer doctor.’ Since 
finishing his medical studies, he has spent his holidays travelling to remote parts of 
Africa, Asia and the South Seas, giving free medical care to the people there. 

In 1981, he went to South America to work with the Amazonian Indians. He 
studied their plant-based remedies and wrote a manual for health workers which 
combined western and Indian medicine. 

This extraordinary book will be a valuable guide for health workers. For the 
Indians, it will serve as a reminder for future generations of the knowledge of healing 
accumulated by their ancestors. He will use his award to publish the first edition. 





STEVEN GARRETT, a physics professor, has developed a revolutionary system of 
refrigeration that does not contain the chemicals used in most refrigeration 
equipment, which we now know harm the ozone layer. 

This unique refrigeration method has grown out of the science of 
thermoacoustics. Garrett's device exploits this science, utilising sound to transfer heat 
and thus produce refrigeration. A prototype has already been tested on board the 
space shuttle Discovery in 1992, with good results. Garrett sees his award as being 
important because not only will it attract more physicists to work in this largely 
unknown area, but also “it will draw attention to these alternative technologies.’ 


NANCY ABEIDERRAHMANE has taken the enterprising step of setting up 
a dairy in Mauritania, a country noted more for its desert than its pastures. 

However, this is no ordinary dairy, since it specialises in pasteurising camels 
milk supplied by semi-nomadic herders. 

The milk Nancy is processing is highly nutritious and, being pasteurised, is 
healthier than the raw milk commonly drunk by the local population. 

Nancy’ next step is to make cheese from camels milk — the first time it has 
been attempted commercially. Her determination in this seemingly hostile 
environment will surely mean this project, too, succeeds. 





ANTONIO DE VIVO isan Italian physical education instructor and a leading cave 
explorer and potholer. In an expedition prior to winning this award, De Vivo travelled 
down the La Venta River in Mexico and made some extraordinary discoveries, 
including a remarkably well-preserved Mayan altar. His expedition also studied 
the flow of water in the river and cave systems, in the hope that his research could 
help villagers nearby to make use of the water for drinking and irrigation. 
This award will allow Antonio De Vivo to return to the area, W 
to study further the archaeology of the caves, in the hope of finding ROLEX 


the entrance to a long-lost city. of Geneva 


THESBOLEJX' AWARDS FOR ENTERPRISE 1995 
A book describing the projects of the five laureates and over 250 other projects has been published by Burt International, Switzerland. 
Further information from: The Secretariat, The Rolex Awards for Enterprise, P.O. Box 178, 1211 Geneva 26, Switzerland. 
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INTELLIGENCE 


Fire and Rage 


On 30 April, a middle-aged Vietnamese 
man wrapped himself in the national flag, 
doused his clothes with petrol and immo- 
lated himself in front of the Ho Chi Minh 
City Peopie’s Committee headquarters. 
Communist officials had earlier celebrated 
the 18th anniversary of their victory over 
the US-backed Saigon regime inside the 
building. The local police believe the man 
was a North Vietnamese army veteran. 
Meanwhile, on the same day dissidents in 
the city’s 6th District distributed hundreds 
of leaflets calling 30 April a “national day 
of resentment” and urged residents to 
overthrow the country’s communist rulers. 
Similar anti-communist leaflets were also 
found in the central Vietnamese city of 
Hue. 


Bankable Assets 


Bankers in Manila expect Gabriel 
Singson of the Philippine National Bank to 
become the country’s next central bank 
governor. Singson has in the past served as 
a senior deputy governor of the central 
bank for about a decade. But the expecta- 
tion that he would get the top slot arises 
from President Fidel Ramos’ preference for 
early supporters of his election campaign 
last year or for those who come from his 
home province of Pangasinan. In addition 
to sharing the same province, Singson is 
thought to have been active in convincing 
Chinese-Filipino businessmen to shift their 
support to Ramos in the elections. Current 
central bank governor Jose Cuisia has said 
he wants to leave the post, and is believed 
to have given himself an end-of-June dead- 
line for resigning. 


Selective Memory 

Staunchly Muslim Brunei is leasing a 
Boeing 757 aircraft to Myanmar Airways 
of Burma, a country which has been 
vilified by Islamic countries for persecut- 
ing its Muslim minority. The deal is a “wet 
lease,” which means the Royal Brunei Air- 
lines aircraft will be received by Rangoon 
complete with its mainly British cockpit 
crew and Bruneian cabin staff. Brunei is a 
member of Asean, which has been criti- 
cised by a number of mainly Western 


| countries for its "constructive engagement" 


policy towards Burma's ruling military 
junta. Rangoon's treatment of its Rohingya 
Muslim minority, which has led to thou- 
sands of refugees fleeing to neighbouring 
Bangladesh, has inhibited Brunei's pre- 
dominantly Muslim Asean partners of 
Malaysia and Indonesia in their bilateral 
relations with Burma. 
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Side Tracked 

Officials in China's Xinjiang province 
are complaining that poor coordination 
and a lack of cooperation from Kazakhst 
has frustrated efforts to develop cross- 
border trade. The signing last October © 
of an agreement on the so-called Asia- > 
Europe Land Bridge railway between 
China and Europe was supposed to. 
lead to a surge in freight traffic between _ 
Kazakhstan and Xinjiang. But barely any 
rail freight has moved on the line, . 
blunting the drive to take advantage of 
the region's relatively open borders. Chi- == 
nese officials in Xinjiang blame their Kaza- 
khstan counterparts for displaying little < 
serious interest in overcoming problems . _ 
that have arisen in making the rail connee-s 
tion work. Ho 

















Reconsidered Opinion 

Taiwan could be on the verge of re- 
recognising Mongolia's independence... 
Sources in Ulan Bator say the ruling. uv 
Kuomintang (KMT) has signalled it may 
soon put the issue before Taiwan's Legisla- = 
tive Yuan. The KMT regime first recognised — 
Mongolia in 1946 — when it was in power 
in mainland China — fulfilling a Soviét 
precondition for entering the war against 
Japan the previous year. However, three. 
years later Taipei annulled the decision: 





Mongolia: recognition at last. 


after it claimed Moscow had broken. 
pledge not to aid China's communist party 
Mongolia has since appeared on Taiwan- 
ese maps as part of Taipei's "One China, 
with relations managed through its 
Mongolia and Tibetan Affairs Commission. — 
Taiwan's Democratic Progressive Party is < 
seen as certain to support the change, as 
many of its members view Mongolia's ` 
ability to break away from China as a- 
model for their own pro-independence 


policy. 
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CAMBODIA 


With only days to go before elections are due to start, the 
UN-sponsored polls are looking increasingly irrelevant as 
Cambodia's warring factions again revert to violence. 


By Nate Thayer in Phnom Penh 
s Cambodians prepare to vote in 
UN-sponsored elections later this 


A month, they do so in a country that 


is effectively partitioned and, by any defi- 
nition, riven by civil war. 

While the Khmer Rouge has launched a 
military offensive designed to cripple the 
UN's ability to conduct elections scheduled 
for 23-28 May, the ruling State of Cambo- 
dia (SOC) regime and its Cambodian Peo- 
ple's Party (CPP) have "achieved [a] posi- 
tion of superiority through means that are 
contrary to the letter and the spirit of the 
Paris agreements," a confidential UN as- 
sessment obtained by the REVIEW states. 

A further worry is that a SOC election 
victory would result in the formation of an 
opposition coalition including v irtually all 
the major groups competing against SOC in 
the polls. Senior party officials from the 
pro-royalist Funcinpec and Son Sann's 
Buddhist Liberal Democratic Party (BLDP) 
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acknowledge they will probably reject the 
poll results if the soc won the elections. 

In place of a SOC regime, the smaller 
opposition groups are expected to join the 
Khmer Rouge in a call for Prince Norodom 
Sihanouk to set up a coalition government 
of national reconciliation. Sihanouk is said 
to be willing to accept such a role if he is 
offered real power to form and run a new 
government. 

Despite the poor prospects of a stable 
government emerging from the polls, the 
UN Transitional Authority in Cambodia 
(Untac) has made it clear that it will go 
through with some version of the elections, 
albeit radically different than those envis- 
aged under the 1991 Paris peace accords. 
The original conditions which Untac chief 
Yasushi Akashi and his senior officials said 
were necessary for elections to be held 
have not been met and the criteria have, in 
effect, been abandoned. 

Bowing to reality, the UN has now in- 
dicated it is prepared to deem the current 
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conditions as "reasonably free and fair and 
acceptable." Untac is apparently abandon- 
ing the requirement the elections be held 
in a "neutral political environment." 

As the creation of such an environment 
was the primary objective of the US$2.8 
billion Paris peace agreements, Untac's 
willingness to accept election results 
achieved so far beyond this criteria indi- 
cates how deeply the electoral process has 
been undermined, observers say. 

Opposition figures, and indeed many 
UN officials, also contend that the elections 
may be about to install a regime that would 
have had little chance if the elections had 
been held in more neutral conditions. 

According to diplomats and senior UN 
officials, Untac has long had evidence that 
a coordinated campaign of political vio- 
lence and intimidation is being organised 
and conducted by senior CPP officials. This 
campaign has effectively prevented the 
opposition parties from freely seeking 
votes and prevented the population from 
openly supporting them. 

Despite its awareness of the Phnom 
Penh government's behaviour, Untac has 
been unable or unwilling to seize control 
or adequately supervise the key functions 
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of the SOC, as required by the peace agree- 
ment, in order to protect the electoral pro- 
cess. 

Untac investigators have concluded that 
secret security forces controlled by soc of- 
ficials are "poised to conduct large scale 
arrests of opposition political party mem- 
bers.” They also say that "the soc security 
apparatus has been used to try to reverse 
early opposition party successes, with a 
view to assuring a CPP electoral victory." 

They believe these secret security forces 
— which the SOC maintains do not exist — 
are controlled from the highest levels of 
the CPP with the sole purpose of subvert- 
ing the peace process. These covert forces 
include assassination squads and agents 
tasked with intimidating the population, 
attacking opposition party members and 
offices and preventing opposition figures 
from canvassing freely. 

According to confidential UN docu- 
ments, the “soc is threatening a major con- 
frontation with Untac and violence against 
Untac personnel" who attempt to interfere 
with the CPP's campaign against the oppo- 
sition. Scores of opposition 
figures have been killed or 
wounded in dozens of attacks 
in recent months. 

The Khmer Rouge has 
long cited Untac's failure to 
take control of the country's 
administration and create a 
neutral political environment 
as one of the main reasons it 
refuses to participate in the 
peace process. 

Senior Khmer Rouge offi- 
cials told the REVIEW that the 
faction has launched an offen- 
sive, "not for a final military 
victory, but . . . to create con- 
ditions for an implosion of 
the Phnom Penh regime and 
allow the eruption of popular 
anger." 

During the past month Khmer Rouge 
guerillas have begun attacking major cit- 
ies. The faction briefly occupied the key 
provincial capital of Siem Riep in early 
May during a raid by 300 troops. Khmer 
Rouge guerillas also bombarded Kompong 
Thom city with hundreds of rockets and 
mortars. In addition, at least 13 people 
were killed when a train travelling on the 
main line between Battambang and Phnom 
Penh was attacked. 

A feature of Khmer Rouge attacks to 
date is that targets have been defined to 
maximise political impact. Although Untac 
casualties are mounting, the UN organisa- 
tion still appears to be a secondary target 
of the guerillas — who generally concen- 
trate their efforts on SOC positions. 

Despite Untac's relative immunity from 
attack, thousands of UN personnel and for- 
eign aid workers have fled unstable areas 
throughout the country. Many have ar- 
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rived in Phnom Penh, while others have 
taken refuge in the more secure provincial 
capitals. In addition, numerous diplomats 
and other foreigners have sent their fami- 
lies out of Cambodia. Those who remain 
are often restricted to their compounds and 
have stopped travelling on the growing 
number of Khmer Rouge-controlled roads. 

An attack by the Khmer Rouge on a 
UN convoy in the northwest in which a 
Japanese police officer was killed led many 
Japanese police throughout the country to 
leave their posts despite being ordered to 
remain by their Untac commanders. Sev- 
eral simply drove their UN vehicles across 
the border into Thailand. Some Japanese 
personnel fled to Phnom Penh, while 
others had to be prevented by Untac troops 
from boarding aircraft to the capital after 
abandoning their posts. Japanese officials 
have asked senior Untac officials to move 
their nationals to safer provinces, but the 
UN has refused. 

The Khmer Rouge attacks, and the 
withdrawal of Untac officials from danger- 
ous areas, has drastically reduced the 





Premier and CPP leader Hun Sen (right) at a rally; others prefer violence. 


number of rural areas in which voting is 
likely to take place. Even before the offen- 
sive began in earnest with the attack on 
Siem Riep on 2 May, Untac had abandoned 
400 of the country's 1,800 polling stations 
because of Khmer Rouge instigated insta- 
bility. Hundreds more may be abandoned 
before the elections, officials say. 

The Khmer Rouge offensive is unlikely 
to affect voting in main provincial capitals, 
which are estimated to include more than 
50% of the electorate, but the result of the 
poll could be affected by a shift in the bal- 
ance between urban and rural voters. City 
dwellers are believed to be relatively sym- 
pathetic to opposition candidates and lib- 
eral parties such as Funcinpec. This is bad 
news for the ruling SOC regime, whose can- 
didates had been expected to perform most 
strongly in country areas. 

Although the UN claims that voting in 
some rural areas will still go ahead, the 
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fighting looks set to intensify in the remain- 
ing days before polling starts. Senior Untac 
officials and Khmer Rouge sources confirm 
the guerillas are rearming demobilised 
fighters, upgrading their militia to regular 
forces and recruiting new soldiers. 

The Khmer Rouge has also begun mov- 
ing stockpiled weapons to its various 
fronts, and is deploying ammunition and 
troops throughout the country. 

Areas where Untac officials are bracing 
for new attacks include the central prov- 
ince of Kompong Cham and in the key 
northwestern province of Banteay 
Meanchey. Both Kompong Thom city and 
Siem Riep continue to be under great pres- 
sure, and observers believe the Khmer 
Rouge is capable of seizing and holding 
either city for a short period if they were 
prepared to take heavy casualties. 

While the recent fighting threatens to 
distort the election process, it has also 
created new cracks in old coalitions. Khmer 
Rouge guerillas were apparently involved 
in early May when a battalion of Chinese 
army engineers in Kompong Thom were 
pinned down by à mortar, 
rocket and infantry attack on 
= the city. The raid, which saw 
: the Chinese troops return fire, 
* drew a stern response from 
= Peking. 

In Banteay Meanchey, the 
Khmer Rouge has seized ef- 
fective military control from 
its two former non-commu- 
nist allies, Son Sann's BLDP 
and Prince Norodom Ran- 
nariddh's Funcinpec faction. 
Control of this area would al- 
low the Khmer Rouge to 
dominate a virtually uninter- 
rupted swath of Cambodia 
from the Gulf of Thailand 
northwards through Kom- 
pong Thom to parts of the 
eastern border with Vietnam. 

The prospect of a resurgent Khmer 
Rouge, securely anchored by a string of 
jungle bases, has added credibility to soc’s 
appeals for increased international support 
on the assumption that it wins the 
elections. The key factor now for Phnom 
Penh is how long such recognition would 
take to be translated into economic and 
military aid. Without such immediate sup- 
port, an SOC-dominated government may 
not have the strength to survive its opposi- 
tion. 

Ironically, SOC's survival prospects 
could be improved by the international 
community's growing weariness of the 
Cambodian conflict. Many foreign govern- 
ments now seem prepared to strengthen 
any government that can impose a sem- 
blance of stability on the country — regard- 
less of whether this is done with the bene- 
fit of free and fair elections as defined Py 
the Paris agreements. 
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HONGKONG 


Patten’s Progress 


Governor’s democratic push wins US Congress backing 


By Susumu Awanohara in Washington 


ot since Philippine president Cora- 
N zon Aquino's triumphant visit in 

1986 has an East Asian leader been 
received in the US capital with such 
admiration and affection. Hongkong Gov- 
ernor Chris Patten, like Aquino, came to 
Washington as a freedom fighter, which 
gave him unprecedented access to the 
White House, the cabinet and the US Con- 
gress. 

Patten exploited this access well, force- 
fully pleading with American political 
leaders not to link democratisation in 
Hongkong with renewal of China's most- 
favoured-nation (MFN) trade status or in- 
deed, to attach any conditions to it. 

The timing of the governor's early May 
visit was opportune, coming just when the 
annual MFN debate here was heating up. 
President Bill Clinton must come to a deci- 
sion by 3 June on whether to extend Chi- 
na’s MFN status and with what conditions 
— à decision which will have far-reaching 
consequences not just for China and Hong- 
kong but elsewhere in Asia. 

Patten's efforts notwithstanding, some 
conditioning of China MFN is now consid- 
ered unavoidable, whether this is done 
through legislation or an executive order. 
In recent Congressional testimonies, Assist- 
ant Secretary of State for East Asian and 
Pacific Affairs, Winston Lord, has under- 


Lord’s Warning 


By Lincoln Kaye in Peking 


After two days of “long, serious and use- 
ful” meetings between US Assistant Sec- 


retary of State Winston Lord and his ' 


Chinese Foreign Ministry counterparts, 
an American official in Peking emerged 
still convinced that “the Chinese appre- 
ciate candor.” 

Thaťs what they got from Lord, the 
first top-level Clinton administration 
official to visit here since the inaugura- 
tion, on a gamut of subjects that concern 
the White House and the Democratic 
Congress: human-rights abuses, repres- 
sion and ethnic encroachments in Tibet, 
third-world arms sales, prison-labour 
exports and burgeoning trade deficits. 

The concern is more than academic. 
Clinton must decide by 3 June whether 
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Patten puts on a good show. 


lined that Clinton was on record promis- 
ing MFN conditioning. 

Patten was seen here as someone “who 
has taken risks, who is courageous” and 
therefore deserves to be “listened to care- 
fully,” as even Nancy Pelosi — China's 
foremost critic in the Congress — put it. 
But many factors other than Hongkong's 
interests will also have to be weighed be- 
fore Clinton makes up his mind. 

Patten's advocacy of broad-based de- 
mocracy in Hongkong and the harsh epi- 


or not to impose conditions upon re- 
newal of China's most-favoured-nation 
(MFN) trading status. Sweeping condi- 
tions are included in draft Congressional 
MEN resolutions. Clinton's predecessor, 
George Bush — a former US envoy to 
Peking — vetoed such bills annually 
since 1989, preferring a policy of low pro- 
file diplomacy. The alternative to legisla- 
tive conditions would be a more detailed 
and public presidential review of China's 
conduct before the annual MFN decision. 

The American official warned that 
“conditions are very likely,” but main- 
tained that the object was not to deny 
MEN, but rather to "encourage progress." 
He stressed that the US was not raising 
new demands, but simply pressing for 
implementation of prior agreements on 
such topics as arms and nuclear technol- 
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thets Peking has hurled at him for this — 
"prostitute," "serpent," "tango dancer," to 
cite a few — gave him a credibility in 
Washington which other Hongkong lead- 
ers, also pleading for an unconditional MFN 
renewal, had lacked, an analyst at a US- 
China business advisory group com- 
mented. 

But some Americans, notably Chinese 
Americans, express doubt about the gover- 
nor's motives as well as the substance of 
his reform proposal. N. T. Wang, a profes- 
sor at Columbia University, feels Patten is 
a “smart politician” with his own post-1997 
agenda back in Britain. 

A young Chinese American entrepre- 
neur with large investments in China la- 
mented that mainstream Americans tend 
to lose critical faculties with someone iden- 
tified as a champion of democracy. Both 
these Chinese Americans believe Patten 
has contradicted earlier Sino-British 
understandings and misrepresented Chi- 
na's position on reforming Hongkong poli- 
tics. 

Patten’s audiences in Washington, how- 
ever, found him forthright and persuasive. 
In an address at the National Press Club, 
the governor spoke of the salutary effects 
of trade on politics and the futility of trade 
sanctions. “Trade does . . . help humanity 
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as a process, but it has less to offer as a 
weapon . .. Reduce trade and you reduce 
your communication and your ability to 
influence," he said. 

Patten continued: “I can't help won- 
dering whether you reduce the chances 
of China selling missiles to the wrong peo- 
ple by refusing to buy their peaceful pro- 
ducts ... whether the best way of pursu- 
ing your anxieties on human rights is 
through restricting trade or increasing 


ogy proliferation, prison-labour inspec- 
tions and market access. 

As for human rights, the official 
added, Washington was urging China to 
adopt "international standards, not 
American-imposed values." He said that 
China was "under no illusions about the 
seriousness of the situation." Neverthe- 
less, the atmosphere of the talks re- 
mained "cordial." 

Peking, despite its stated rejection of 
any MFN conditions, seems to be pre- 
paring itself for a long season of tough 
negotiations with the new administra- 
tion. Shanghai's Liberation Daily, mouth- 
piece of patriarch Deng Xiaoping's re- 
formist faction, editorialised that as 
“Sino-US relations are shifting from se- 
curity and political issues to economic 
and trade matters . . . friction and con- 
flict between the two sides will be fre- 
quent and open and may evolve into cri- 
sis sometimes." LI 
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dialogue,” Patten said. 

To those Americans who “would like to 
help Hongkong to protect our modest po- 
litical aspirations by linking MFN renewal 
to the political development of Hong- 
kong,” Patten responded: "I hope anybody 
who thinks that would actually be helpful 
will take it from the governor of Hong- 
kong that it certainly wouldn't." 

During the visit, the governor tirelessly 
repeated the theme that the US, “while 
knowing that the implementation of the 
[1984 Sino-British] joint declaration is a 
matter for Britain and China," lends moral 
support for his political reform proposal 
for Hongkong. "It's . . . hardly surprising 
that the leader of the world's greatest de- 
mocracy should regard more democracy 
rather than less democracy as an accept- 
able outcome of our discussions on Hong- 
kong," Patten said. 

It is difficult to measure what effect Pat- 
ten may have had on US officials and leg- 
islators who are determined to condition 
China's MFN on its human rights, weapons 
proliferation and trade performance. The 
MFN bills, introduced in the House of Rep- 
resentatives by Pelosi and in the Senate by 
Sen. George Mitchell, make Peking "adher- 
ing to the [Sino-British] Joint Declaration 
on Hongkong" one condition for MFN re- 
newal. Patten himself said that "if you ex- 
pected me to . . . change Representative 
Pelosi's views on MFN, you had a much 
higher regard for my eloquence than I have 
myself." 

But others had a higher regard for Pat- 
ten's persuasiveness. “He is in effect say- 
ing he needs unconditional MFN to democ- 
ratise Hongkong," which challenges legis- 
lators to re-examine their positions, an ana- 
lyst says. 

A staffer who attended Patten's meet- 
ing with the House Foreign Affairs Com- 
mittee 
governor made was Ampoi for people 
who agree with him and especially for 
those who disagree with him.” A senior 
staffer of the Senate Foreign Relations 
Committee said some hardline senators 
may now defer to Patten’s judgment. 

While Patten was in Washington, some 
administration officials and Congressional 
staff, in an opening salvo, leaked intelli- 
gence information to the press that China 
had sold M11 missiles to Pakistan in viola- 
tion of the Missile Technology Control Re- 
gime whose guidelines it had pledged to 
abide by. A Senate staffer was quoted in 
the New York Times on 6 May saying that 
China could lose MFN because of the mis- 
sile sale. 

But in a press briefing later that day, a 
State Department spokesman said: “If the 
administration concludes that China has 
engaged in improper transfers, it will not 
hesitate to take the action” — an indication 
that various US Government agencies had 
not yet reached a consensus. ^ 


20 MAY 1993 


FOREIGN 


said that the good impression the’ 


Off Again 


RELATIONS 


Second cancelled trip strains Tokyo-Moscow ties 


By Robert Delfs in Tokyo 


he Japanese and the Russians dislike 

f each other as much as ever. That 

may be the reason why, for the sec- 

ond time in less than a year, Boris Yeltsin 

has cancelled a planned visit to Japan. Al- 

though the move caused little surprise fol- 

lowing Russian confusion over Japanese 

intentions, it makes even more remote the 

likelihood of large-scale Japanese economic 
aid to Russia in the near future. 

Relations between the two countries 
took a nose dive last September when the 
Russian President called off a long-planned 
state visit at the last moment. The underly- 
ing problem, then and now, is the ongoing 





Yeltsin is all T over the Kuriles. 


dispute over a group of islands in the 
Kurile chain north of Hokkaido which 
were occupied by the Soviet Union at the 
end of World War II. 

When Yeltsin announced his intention 
to re-schedule the visit last April during 
the Tokyo Group of Seven (G7) ministerial 
meeting on emergency aid to Russia, he 
was apparently under the impression that 
Japan had made a major concession by re- 
moving the linkage between large-scale aid 
to Russia and progress on resolving the ter- 
ritorial dispute. 

Yeltsin's confusion was understandable, 
since Foreign Minister Kabun Muto, who 
had replaced the ailing Michio Watanabe 
only a week earlier, appeared to have said 
at a press conference on 13 April that Ja- 
pan would end its linkage of aid and the 
territorial issue. 

"Bilateral problems are strictly bilateral 
problems," Muto said, adding that the is- 
sue of aid to Russia is completely separate, 
and Japan subsequently announced à new 
package of US$1.82 billion bilateral assist- 
ance, mostly in the form of loans and loan 
guarantees. 

Both Japanese and foreign newspapers, 
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reporting Muto's remarks, also reported 
there had been a reversal of Japanese 
policy. 

"What Muto actually meant," a Japan- 
ese Foreign Ministry official subsequently 
explained to the REVIEW, “was that there is 
no linkage to our emergency aid in the con- 
text of the G7 efforts. We want to help avert 
a crisis in Russia just as much as any other 
G7 country. But there has been no change 
in our fundamental policy as far as large- 
scale aid over the long-term." 

Yeltsin will, in any event, be coming to 
Japan to attend the Tokyo G7 summit 
meeting in July, and presumably will have 
at least one meeting with Japanese Prime 
Minister Kiichi Miyazawa. Japan will not 
, raise the territorial dispute with Mos- 
* cow during the G7 meetings, a Foreign 

Ministry official said, nor is there any 

expectation that the Russian side will 
make any concession in the foreseeable 
future. But when Miyazawa meets 

Yeltsin privately, he will have no 

choice but to reiterate Japan's position 
on the islands. 

The new Russian aid package To- 
kyo announced in mid-April and For- 
eign Minister Muto's misleading state- 
ments were primarily intended to 
ward off criticism from other G7 coun- 
tries and particularly the US, which 
was putting heavy pressure on Japan 

to join in its efforts to aid Yeltsin. 

Prime Minister Kiichi Miyazawa 
wanted to take the Russia aid package to 
Washington for his first meeting with US 
President Bill Clinton. By cooperating on 
aid to Yeltsin, Miyazawa hoped to blunt 
US attacks on Japan's mounting bilateral 
trade surplus, or at least keep the issue of 
aid to Russia from becoming a new and 
separate source of bilateral friction between 
Tokyo and Washington. 

But there is little or no real support for 
economic aid to Russia within the govern- 
ment or the ruling Liberal Democratic 
Party (LDP), according to Hisahiko Oka- 
zaki, the former ambassador to Thailand 
who retired from the Japanese Foreign 
Ministry last year. “Nobody in Japan really 
wants to provide aid to Russia, but we 
also don't want to be isolated among 
Western nations," Okazaki told the 
REVIEW. 

Japanese Foreign Ministry officials con- 
firmed that Okazaki's views do reflect the 
thinking of many government officials, and 
Okazaki himself claims that Foreign Minis- 
try officials supported publication of the 
article. * 
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SINGAPORE 


Successor Lee 


Lee Hsien Loong, the current 
deputy prime minister of 
Singapore and the son of 
senior minister Lee Kuan Yew, 
is still in the running to 
become the next prime 
minister of Singapore in spite 
of having just recovered from 
cancer, according to his father. 
In a newspaper interview 
published on 9 May, former 
prime minister Lee said: 
"Singapore needs the best it 
can get. If Singapore can get a 
man who has never had 
cancer and will never get a 
relapse and who is better than 
Loong, then that man is the 
answer. But if it can't then you 
take the best that is available." 
Current Prime Minister Goh 
Chok Tong reiterated last 
month that Lee Hsien Loong 
remains his choice for a 
successor. The younger Lee 
was diagnosed with 
lymphoma in November last 
year, but after intensive 
chemotherapy, he was 
pronounced free of cancer last 
month. 


Sharif picked by party faction. 


PAKISTAN 

Muslim League Split 

The largest faction of the 
Muslim League, which was 
the dominant component of 
Prime Minister Nawaz Sharif's 
Islamic Democratic Alliance 
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coalition government 
dismissed on April 18, has 
split down the middle. One 
faction elected Nawaz Sharif 
as its president on 7 May, 
while the other faction elected 
Hamid Nasir Chattha, now a 
minister in the federal 
caretaker regime, as its chief. 
This further erodes whatever 
power base Sharif had built in 
Punjab, which has more than 


60% of Pakistan's population. 


SOUTH KOREA 
Spy Chief Replaced 


President Kim Young Sam has 
removed Alexander Joung 
Won Kim as head of the 
external department of the 
Agency for National Security 
Planning (NSP), South Korea's 
top intelligence organisation. 
Kim, a brother-in-law of the 
president's sister, has been 
under attack for allegedly 
dodging the draft and 
renouncing South Korean 
citizenship while studying in 
the US. He has been replaced 
by Lee Byung Ho, the NSP 
station chief in Washington, 
who is a career intelligence 
officer of long standing, an 
official announcement said on 
8 May. 


SRI LANKA 
New President Elected 


Former prime minister D. B. 
Wijetunga, 71, was elected 
unopposed as Sri Lanka’s 
president by parliament on 7 
May. He is to serve until 
December 1994 when the term 
of assassinated president 
Ranasinghe Premadasa would 
have ended. On the same day, 
Wijetunga named Industries 
Minister Ranil 
Wickramasinghe as his new 
prime minister. The 
appointment positions 
Wickramasinghe to contest the 
ruling United National Party’s 
presidential nomination next 
year. Hema Premadasa, the 
late president's widow, 
however indicated her own 


political ambitions with an 
unexpected speech at her 
husband's funeral pyre on 6 
May. “The country has lost a 
noble leader . . . " she said. “I 
appeal to you to assist me in 
every possible way to continue 
his noble actions, in his great 


r 


name. 


TAIWAN 

Frigate Commissioned 
President Lee Teng-hui 
personally commissioned the 
first of a series of 8 Perry-class 
frigates on 7 May built by 
China Shipbuilding Corp. in 
Kaohsiung. The ship was 
named the “Cheng Kung” in 
honour of a national hero, 
known to Westerners as 
Koxinga, who drove the Dutch 
from Taiwan 300 years ago. 
The guided-missile frigates are 
being built under licence from 
the US Government, and are 
scheduled to be delivered at 
the rate of one every 11 
months. They will be used to 
patrol the Taiwan Strait and 
carry a mix of indigenous and 
US-built weapons, including 
anti-submarine warfare 
helicopters. 


Dalai Lama to Visit 


The Dalai Lama has accepted 
an invitation to visit Taiwan, 
according to his brother, Gyalo 
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Thundup. The Tibetan 
spiritual leader has been 
invited by the World League 
for Freedom and Democracy, 
an organisation affiliated with 
the ruling Kuomintang (KMT), 
and the trip could take place 
by the end of this year. The 
announcement came after a 
week-long visit earlier this 
month by a group from the 
Dalai Lama's staff which re- 
opened contact with the KMT 
government for the first time 
since the 1940s. 


PHILIPPINES 
Ramos' Aide Resigns 


President Fidel Ramos has 
accepted the resignation of 
Press Secretary Rodolfo Reyes 
in his second cabinet change 
since taking office last June. 
Reyes ostensibly resigned for 
health reasons, but he had 
been involved in a long feud 
with presidential 
spokeswoman Annabelle 
Abaya. Abaya went on à 
month's leave after the feud 
became public. Reyes, a former 
television executive, was 
replaced by veteran news 
columnist Jesus Sison. Four of 
Ramos' cabinet team have yet 
to be confirmed by the 
Congressional Commission on 
Appointments, and three 
portfolios are still being filled 
by undersecretaries in an 
acting capacity. 
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SOUTH KOREA 


Shamed at the Top 


Kim decides not to jail military bribe-takers 





By Shim Jae Hoon in Seoul 
i- aced with growing agitation in the 





officer corps over the jailing of 10 

navy and air force generals suspected 
of buying their promotions, President Kim 
Young Sam has backed down from his ear- 
lier pledge to prosecute all military figures 
accused of corruption. 

Kim's order on 10 May to free all sus- 
pects from detention and discharge them 
from active service without criminal pros- 
ecution has invited accusations that he is 
in effect retreating from the reform pro- 
gramme he has set out to accom- 
plish. 

On 8 May, Kim accepted a rec- 
ommendation from Defence Minis- 
ter Kwon Young Hae to resolve the 
payoff-for-promotion scam in the 
navy and air force by having the 
suspects referred for disciplinary ac- 
tion. An announcement from the 
presidential Blue House said the of- 
ficers would be exempted from 
court-martial procedures "in view 
of their long service to the country." 
This course of action allows them to 
keep their pensions. 

Ten days earlier, in an unpre- 
cedented move, President Kim had 
ordered the detention of five air 
force brigadier generals, four com- 
modores, one marine corps general 
and three navy captains after allegations 
that they had obtained promotion through 
bribery. The incident has shattered the 
reputation of the armed forces as selfless 
institutions. But Kim's action ran the risk 
of provoking junior navy and air force of- 
ficers who felt that their services were be- 
ing unfairly targeted by the government 
while the army was spared from similar 
scrutiny. 

Resentment in the two services has fo- 
cused on suspected favouritism by Defence 
Minister Kwon, who is a former army gen- 
eral. Air force officers have accused Kwon 
of detaining five of their generals after a 
statement by the former air force chief of 
staff, retired general Chung Yong Hu, that 
he was forced to retire in 1990 after oppos- 
ing the government's choice of F16 as main 
fighter aircraft of the South Korean air 
force. The air force had asked for double- 
engine FA/18s, a more state-of-the-art 
model. 

Press reports suggest that air force 
officers could react to the arrests by launch- 
ing a group protest action that could in- 
clude en masse application for discharge. 
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Whether or not such an application is 
made, the arrests have already proved dis- 
ruptive. The detention of five serving gen- 
erals has led to the grounding of several 
fighter wings'. This, in turn has reportedly 
frozen at least 10% of the air force's combat 
capacity. 

As for the navy, its officers admit that 
corruption is rife but argue that the prob- 
lem will remain unsolved while promotion 
is under the arbitrary control of the naval 
chief of operations. Naval officers also criti- 
cise Defence Minister Kwon for exaggerat- 
ing the seriousness of the problem in their 





Kim is accused of abandoning reform. 


service and unnecessarily blackening the 
navy's image. "The navy is so agitated that 
they want the defence minister to resign," 
said a military source. 

A more general point raised by the mili- 
tary critics has been the unfairness of fo- 
cusing only on the corruption issue, when 
a bigger problem is low military pay. "In 
order to deal with corruption, the govern- 
ment ought to guarantee the livelihood of 
officers responsible for the nation's secu- 
rity . . . South Korea is the only country 
where housemaids earn more money than 
an army second lieutenant who deals with 
billions of won worth of weapons pur- 
chases" said retired army lieutenant Lee 
Han Lim in an interview with the Chosun 
Ilbo newspaper. 

The president's decision to back off 
from prosecution minimises the risk of fur- 
ther trouble in the army. But Kim may 
have severely damaged his own credibility 
by not following through on his original 
decision. 

In the National Assembly, where oppo- 
sition legislators have been calling for an 
uncompromising fight against corruption 
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and political influence-peddling inside the 
armed forces, Kim is likely to come under 
attack. Some retired generals now sitting 
as opposition legislators such as Kang 
Chang Son, former army intelligence chief, 
had urged Kim to mercilessly pursue the 
matter. 

President Kim is already coming under 
fire publicly for the way he has chosen to 
end the controversy. “He has chosen an 
imprecise way of resolving this matter", 
said the independent Joongang Ilbo news- 
paper in its editorial comment of 10 May. 
Another national daily, the Kyunghyang 
Shinmun, commented on the same day that 
sparing serving officers from prosecution 
"provokes criticism of government in ef- 
fect giving up on reform of the armed 
forces." 

Public opinion has been provoked by 
the sensational way in which bribery alle- 
gations were aired. Reports of payoffs-for- 
promotion caused popular outrage 
last month when the wife of a re- 
tired navy officer accused a former 
navy chief of operations, retired ad- 
miral Kim Jong Ho, of frequently 
taking bribes. 

In anger, President Kim order- 
ed the detention of four commo- 
dores, one marine corps general and 
three navy captains suspected of 
payoffs. Kim's latest decision not to 
prosecute officers accused of cor- 
ruption applies to these and five 
other serving members of the armed 
forces. 

At the same time, the retired 
service commanders of all three 
services — Chung, Kim and former 
marine commandant retired general 
Cho Ki Yop — have been jailed by 
civilian prosecutors. They have not been 
released and are likely to be indicted on 
bribetaking charges, according to prosecu- 
tion sources. 

President Kim has so far refused to an- 
swer criticism of his handling of the cor- 
ruption issue, only occasionally underscor- 
ing his commitment to clean up the armed 
forces and keep them out of politics. In 
keeping with this general line, the Defence 
Ministry on 10 May announced that it will 
reinforce supervision over all levels of pro- 
motion in the three services. 

All three services are discussing better 
ways of dealing with promotion, including 
proposals to reduce the power of top serv- 
ice commanders to give final rulings on 
promotions. These steps are unlikely to 
prove reassuring given the way the pres- 
tige of the army has been battered in recent 
weeks. 

However, many agree that President 
Kim has achieved at least one important 
objective: he has shamed those at the top 
of the military hierarchy to the point where 
they may have no alternative but to follow 
civilian control in the future. Li 
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can reciprocate by not inviting the military 
back into politics. 


Both Wimol and air force commander 
Air Chief Marshal Gun Pimarnthip have 


said in public that if the military stays out 
ot politics the politicians should be willing 
to reciprocate. "I want to ask politicians not 
to drag the army into politics,” Wimol re- 
plied on 8 May when asked about a 
politician’s claim of corruption in the 
army's plan to buy 20 new helicopters. 
"They should not use the army for political 
gain." 

Another area where there are doubts 
about the army's future role is in the 
boardrooms of state enterprises. Former 
prime minister Anand Panyarachun re- 
moved a number of top generals from 
their seats on state firms' boards in 1992 
Former army chief Issarapong was re- 
moved as chairman of the Telephone 
Authority of Thailand, while the air 
forces Kaset lost his post as chairman 
of Thai Airwavs International and Air 
Marshal Anant Kalinta was ousted as 
chairman of the Communications Author- 
ity of Thailand. All were replaced by civil- 
lans. 

Since then, however, efforts to reduce 
military influence in state enterprises have 
slowed. Chuan has decided not to force 
the issue, and the military is fighting a vig- 
orous rear guard action to maintain its in- 


fluence, citing national security concerns. 
The real importance of board seats, critics 
say, is that they enable the military to find 
sinecures for retired officers. 

Only slightly less controversial is the 
role of the military in handling Thailand's 
relations with its neighbours. The armv 
has long taken the lead in relations with 
Durma's military government and in 
dealings with Cambodian resistance 
factions based along the Thai border. The 
case for a role in regional diplomacy has 
been justified by the army's responsibility 
tor border security. In addition, Thailand's 
soldiers have had an easier time than 
diplomats talking to the other military 
men who dominate some neighbouring 
governments. That now appears to be 
changing. 

[he army has "agreed with the Foreign 
Ministry that the ministry should take the 
lead and we should play à supporting 
role", Teerawat said. While this may be of- 
ficial policy, Western military observers sa\ 
army officers and their units operating in 
remote border areas continue to retain a 
fairly free hand and are involved in lucra- 
tive cross-border smuggling. These observ- 
ers say some army officers will probably 
protect their own commercial interests, no 
matter what the Foreign Ministry savs. 
Some senior army officers fear this could 
lead to a showdown with the government, 


particularly over Thailand’s Cambodia 
policy. 

Even so, foreign and Thai observers 
think that such a conflict would be unlikely 
to prompt a serious reversal in the army’s 
professionalisation campaign, let alone pre- 
cipitate another coup. Indeed, most observ- 
ers agree that without the support of Thai- 
land's increasingly assertive middle class, 
the army would be unable to expand its 
role in politics again. 

[he coup that forced Chatichai from of- 
fice in 1991 was initially accepted by many 
in the middle class as a necessary step to- 
wards halting rampant government cor- 
ruption. But for the urban middle class that 
turned out by the tens of thousands to force 
Suchinda out of office the following vear, 
support for renewed military intervention 
would require a serious crisis in civilian 
politics. Probably nothing less would be 
needed than massive dissatisfaction with 
“the lack of integrity of the government 
and the lack of good government perform- 
ance," Anek savs. 

[he present government is determined 
to prevent this by curbing corruption and 
attempting to keep a clear dividing line 
between the military and politicians. Many 
[Thais hope this line holds, and that the 
army confines itself to defending and de- 
veloping, the nation rather than trying to 
rule it. w 








THAILAND 


Remodelled Army 


Reforms aimed at making soldiers more professional 


By Rodney Tasker in Bangkok 





Apart from being criti- 
cised for meddling in poli- 
tics, the Thai military is 
also widely accused of be- 
ing too big and top-heavy. 
The current leadership un- 
der army commander Gen. Wimol Wong- 
wanich appears to agree. It has initiated a 
programme to whittle down the 200,000- 
strong standing army, tighten up the re- 
serve corps, improve training, select mod- 
ern weapons more judiciously and gener- 
ally make the military more efficient and 
responsive. 

"More generals than tanks — it is a 
discredit to the army," responded the 
army's director of operations Maj.-Gen. 
Chokechai Hongstong when asked by the 
REVIEW about the popular view that the 
military was structured like an inverted 
pyramid. Chokechai would not reveal the 
numbers of officers with two, three and 
four-star ranks in the top brass, but inde- 
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Chavalit began the move to trim the army. 


pendent estimates by military analysts 
range from 700-1,000, or as many as one 
general for every 300 troops. The authori- 
tative Military Balance annual reference 
work on the world’s armed forces reports 
the Thai army has some 720 tanks on its 
books. 


The move to reduce the size of the 


PERSONAL COMMUNICATIONS SYSTEMS 


armed forces began under Interior Minis- 
ter Chavalit Yongchaiyut, who served as 
army commander from 1986-90. Wimol 
and his top advisers are pursuing a pro- 
gramme under which overall numbers will 
be reduced by 50,000 troops, in the five 
years starting 1992, and a further 10% in 
the following five vears. 

Independent analysts say perhaps only 
45% of the military's serving generals cur- 
rently have a real job to do. Wimol is tack- 
ling this by dropping one of the two main 
annual senior-officer promotion exercises 
that create 150 new generals every six 
months so that there will be only one ma- 
jor reshuffle a year. Generals in "inactive" 
posts, such as those attached to various of- 
fices, will not be replaced. 

In effect, this will mean a reduction of 
generals by natural attrition. Chokechai 
claims the situation will be "normal" 
two or three years. But it is not clear how 
the leadership will assuage those senior 
officers who are thwarted in their ambition 
to become generals. 

A fundamental problem in the present 
Thai military is that the armed forces are 
regarded as something of a welfare 
service. Officers were accustomed to a 
guaranteed career of 37 years from gradu- 
ation from the military academy at 23 to 
retirement at 60. This means each graduate 
from the academy has a good chance of 
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reaching at least a two-star gen- 
eral position by the end of his 
career. 

As one foreign military ana- 
lyst pointed out, in most other 
countries generals with no spe- 
cific job are forced to retire. Mid- 
dle-rank officers are also re- 
quired to retire if they are twice 
“passed over” for promotion. 
But not in the Thai army. “There 
is no such thing as life after serv- 
ice, apart from politics,” the ana- 
lyst commented. “You are an of- 
ficer for life.” 

Then there is the question 
of recruitment. Thailand has a 
conscription system under 
which recruits are drafted for 
two years service by drawing lots. The 
plan now is to cut this to 18 months, slow 
down recruitment and lower the induction 
age from 21 to perhaps 18 in order to re- 
duce the opportunities for men to join the 
military as a way of evading family obliga- 
tions. 

Chokechai spelled out the central theory 
in reducing the country’s standing army: 
“After the disintegration of the Soviet Un- 
ion, the Soviet empire and the end of the 
Cold War, we figure that the threat is re- 
duced. [In addition] there’s no sense in 
having a large standing army, because you 
have to spend a lot of money.” 

He said that more of the military 
budget, currently running at Baht 79 bil- 
lion (US$3.14 billion) or nearly 15% of the 
total national budget, should now be spent 
on training, particularly for the reserves. 

This was amplified in a separate inter- 
view with the head of the Special Warfare 
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Star Turn 


When Thai army com- 
Y mander Gen. Wimol 
E Wongwanich visited his 
f= old special forces unit 
recently, he appeared to 
unwind physically. “He 
said he felt at home, and started to re- 
lax,” said current special forces com- 
mander Lieut-Gen. Surayud Chulanont. 
“I know he has so much on his mind 
now." 

It made sense for an army chief de- 
scribed by military analysts as a "sol- 
dier's soldier" to feel happy among his 
old comrades in arms. Wimol was com- 
mander of the special forces, considered 
the elite of the Thai army, from 1986-89. 

What Wimol does not seem to be 
comfortable with is his role as the mili- 
tary leader charged with the task of salv- 
ing the pride and prestige of an army 
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Command Lieut-Gen. Surayud Chulanont, 
a “fast-track” young general who is par- 
ticularly close to the thinking of Wimol, 
himself a former special forces com- 
mander. “We have to think about better 
technology, a better reserve system, 
enough manpower and also enough wea- 
pons to cope with any situation we can 
expect,” he said. 

With the prospect of a gradual incre- 
mental reduction in the military budget as 
the new civilian parliament asserts its au- 
thority over the armed forces, Surayud said 
the focus should now be on improving 
training for the reserves and increasing its 
state of readiness eventually to three days 
notice. 

At the moment, the 
regular army outnum- 
bers the reserves on a 
75:25 basis. The target is 
to adjust this to 60:40, 


widely reviled a year 
ago. Since his promo- 
tion to the powerful 
post in August 1992, he 
has been subjected to 
close political scrutiny. 

The burly, rugby- 
playing general, now 
58, is subjected to al- 
most daily questioning 
by the Thai media on the military’s po- 
litical role. While politicians throw him 
taunts about alleged corruption in wea- 
pons purchases, Wimol has grown 
hoarse saying the army has changed and 
is no longer involved in politics. In his 
latest comment, made in response to 
questions over an army helicopter deal 
on 7 May, he complained: “I have de- 
clared again and again that the army will 
not interfere in politics.” 

Wimol has friendly relations with 
Prime Minister Chuan Leekpai, helped 
by their shared southern Thai origins. 
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Wimol has been under scrutiny 
since becoming army chief. 


with Thai military planners 
looking at similar systems in Is- 
rael and Singapore as models. 

While the emphasis in future 
budgets is likely to be on train- 
ing and restructuring, the new 
i> military leadership also wants to 
make weapons spending more 
effective. "We don't need any 
large quantity of weapons [but 
we do] need new weapons, new 
equipment to catch up with new 
technology," Surayud said. 

He stressed that purchases of 
new weapons systems would 
focus on those compatible with 
Thailand's regional situation, 
rather than trying to keep up 
with global trends. As far as 
the army was concerned, this meant anti- 
tank, anti-aircraft and communications svs- 
tems. 

Wimol has already set guidelines stat- 
ing that only weapons proven in other 
armed forces would be purchased, rather 
than prototypes. He made this announce- 
ment in response to a scandal involving 
the 1987 purchase of 106 Cadillac Gage 
Stingray light tanks from the US on a com- 
mercial, rather than government-to-gov- 
ernment, basis. The tanks, bought by the 
Thais for Baht 4 billion, have not been used 
by any other army. Further, many of the 
Stingrays have been found to be structur- 
ally defective, leading to media criticism 
that they were bought by 
military leaders who were 
more interested in com- 
missions than in the 
tank's operational effec- 
tiveness. a 
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They are also known 
to be members of a 
circle favoured by 
former prime minister 
Prem Tinsulanond — 
another southerner — 
who still wields a 
great deal of political 
influence behind the 
scenes as a senior 
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privy councillor. 

For the moment, Wimol is moving 
cautiously in stamping his imprint on a 
reforming military in order not to pro- 
voke loyalists of the former leadership. 
The army chief is a Class 5 military acad- 
emy classmate of the disgraced former 
prime minister Suchinda Kraprayoon 
and former army commander Gen. 
Issarapong Noonpakdi. But he always 
avoided involvement in their political 
machinations, which is the main reason 
he is where he is now. 


m Rodney Tasker and Gordon Fairclough 
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THAILAND 


Finishing School 


Military academy remains crucible of officer class 


—————————————MÁ(— 


The last notes of reveille 
had just finished echoing 
from the mountains that 
ring the Chulachomklao 
Royal Military Academy 
| when the cadets heard the 
news: army troops were shooting unarmed 
pro-democracy demonstrators in the 
streets of Bangkok. 

They were stunned. "When I heard 
about it, I thought ‘This shouldn't have 
happened. It should have been peaceful," 
one cadet said. Word of the violence spread 
quickly through the barracks that May 
morning a year ago as cadets crowded 
around radios and TV sets trying to assess 
what was happening in the capital, 100 
kilometres to the southwest. 

Morale slumped in the weeks that fol- 
lowed, as cadets heard their school referred 
to as a training ground for dictators and 
tyrants. This next generation of army offic- 
ers was not sure how to react. Their even- 
tual decision, one cadet said, was "to do 
our jobs and build a better image. We're 
not going to make excuses, because we 
know it won't make anything better." 

Reverberations from the 1992 political 
crisis are still being felt at the academy. The 
army's role in the crisis of May 1992 has 
magnified the impact of broader social 
changes that are eroding the prestige and 
influence of the academy and its graduates, 
who have dominated Thailand's political 
and military affairs for more than a century. 

Perhaps the most obvious effect has 
been a large fall in the number of high 
school students applying to enter the acad- 
emy. Just 3,500 students took the entrance 
examination this year, down from 5,000 the 
year before, Maj.-Gen. Arwoot Vipartapan, 
the academy's deputy commandant said. 
Only 135 were accepted. The army had 
planned to have a class of 150, a reduction 
from the 200 of previous vears, in an effort 
to trim the size of the service's top-heavy 
officer corps. 

Whether applications will rise again as 
memories of the army crackdown fade is 
inyone's guess, but Arwoot says other 
rends could lead to declining interest in 
military careers. For one thing, he said, 
salaries are much lower in the army than 
n the private sector. The starting salary of 
1 second lieutenant with a degree in engi- 
leering from the military academy is Baht 
3,160 (US$245) a month. Private firms, by 





'omparison, pay up to Baht 15,000 a month 


o 0 pragnale engineers. 
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Fewer are applying to join the academy. 


Lower pay used to be offset by the ca- 
chet of military service and the advantages 
it offered for a career in politics. Increas- 
ingly, however, this is no longer the case. 
There are other paths to the top. “At one 
time, people said if you want to be prime 
minister of Thailand, you have to go to the 
military academy," said Maj-Gen. Teer- 
awat Putamanonda, the army intelligence 
chief. "Now that's not really true." Neither 
current Prime Minister Chuan Leekpai, nor 
his predecessor Anand Panyarachun, were 
military officers. 

The history of military involvement in 
politics, however, is a long one. Eight of 
the country's 20 prime ministers have been 
Chulachomklao graduates, including one 
who led the putsch that overthrew the ab- 
solute monarchy in 1932. And Chula- 
chomklao men continue to loom large on 
the political scene. 

In 1991, then army commander 
Suchinda Kraproyoon led a coup against 
fellow graduate Chatichai Choonhavan. 
When Suchinda assumed the premiership 
himself in 1992, it was another Chula- 
chomklao alumnus, Chamlong Srimuang, 
who led the demonstrations calling for his 
removal last spring. 

Chamlong, the founder of the Palang 
Dharma political party, and Chatichai, now 
head of the Chart Pattana party, remain 
important political power brokers, as does 
a third Chulachomklao alumni, Chavalit 
Yongchaiyut, interior minister and head of 
the New Aspiration party. 
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Despite the efforts of current army com- 
mander Gen. Wimol Wongwanich to steer = 
the army clear of political involvement, 
there are still cadets with political ambi- 
tions. “We learn to give ourselves for oth- 
ers. We learn to be honest, to be virtuous 
With those qualities, some of us think 
can help. more than just by defending t 
country," one explained. 1 

However, when most cadets are asked 
why they decided to attend the academy, 
they cite their desire to protect the nation 
and foster economic development. They 
also, more pragmatically, refer to the acad- 
emy's renowned engineering, science and 
public management syllabus and guaran- 
teed employment after graduation. 

Indeed, it is ironic that critics of the 
army focused on the academy in the wake 
of last May's violence as it may be one of 


the most progressive forces in the military. 


"Its a much more liberal student body 


than it used to be," says one Western mili- T ; 
tary analyst. And many of the instructors = 
are "bright, young officers, who are very, ` 


very uncomfortable with what happened - 
in May," he added. 

For better or worse, some academy in- 
structors say, cadets are very much a prod- 
uct of Thailand's increasingly affluent and 
open civil society. "There's a bit of a gen- 
eration gap," one colonel said. "In the past, 
discipline was very strict. Right now it is" 
he pauses, fishing for a euphemism, 
"somewhat moderate." 

The cadets themselves are a diverse 
group. Many are the scions of military 
families and the Bangkok elite. Others 
come from rural areas and see the acad- 
emy as their best chance to break into the 
middle class. However, most of the stu- 
dents come from the capital, largely be- 
cause Bangkok's schools give them an edge 
over their rural counterparts in the nation- 
wide entrance examination. 

Whatever their origins, today's cadets 
certainly see themselves as thé heirs to 
Chulachomklao's long, tradition-laden his- 
tory. Founded in 1887 by King Chula- 
longkorn, the academy's ties to the royal 
family remain strong. The corps of cadets 
is part of the Royal Guard, and King 
Bhumibol Adulyadej himself presents the 
cadets swords and diplomas when they 
graduate. In addition, Crown Princess -= 
Maha Chakri Sirindorn teaches history at . 
the academy twice a week. | 


This sense of shared tradition and the as 


rigour of the seven-year programme — 
two years at the Armed Forces Prepara- 
tory School and five at the academy — 
forges lifelong bonds of trust and friend- 
ship among academy classmates that, 
many say, are stronger than blood ties. 


As Chulachomklao's graduates and the -~ M 


army they lead move ahead with their far- . 
reac hing reform programme, they will, no — 
doubt, seek solace in the traditions that — 


have served them for so long. 9 o 
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BURMA 


New Calls for 
Democracy 


Shan area minorities shun 
Rangoon’s constitution 


By B Bertil Lintner in Bangkok 


n 25 April, Burmese television 

viewers were treated to an unusual 

spectacle. The country’s powerful 
intelligence chief, Lieut-Gen. Khin Nyunt 
and his high-powered military entourage 
were shown receiving a salute from a 
guard of honour in Panghsang, a remote 
town on the border with the Chinese prov- 
ince of Yunnan. They were also seen in- 
specting a newly equipped 
hospital, a refurbished 
school and a solid new 
bridge over the Nam Hka 
border river which has re- 
placed an old and rickety 
bamboo structure. 

All normal fare for Bur- 
ma's television viewers, ex- 
cept that until a mutiny 
four years ago, Panghsang 
served as headquarters of 
the country's most potent 
insurgent force, the Com- 
munist Party of Burma 
(CPB). In April 1989, the 
CPP's rank and file, mostly 
Wa tribesmen, rose up 
against their ageing, Maoist Burman lead- 
ers and drove them across the Nam Hka 
River into exile in China. Pao Yochang, a 
prominent Wa leader of the mutiny and 
current commander of the former CPB 
forces, was seen welcoming Khin Nyunt 
on his televised visit to Panghsang. 

This ceremonial display of amity was 
presumably designed to assure the Bur- 
mese public that a ceasefire agreement, 
which Pao and his fellow mutineers 
reached with Rangoon's military junta in 
late 1989, is still in force. But behind the 
facade of peace lie serious problems be- 
tween the junta and some of the ethnic 
minorities in the northeast of the country, 
including the Was. 

Earlier this year, the generals held a 
national convention in Rangoon to draft a 
new constitution. Several hundred hand- 
picked delegates from various political par- 
ties, ethnic minorities and professional 
groups met for what the regime had hoped 
would be a rubber-stamp approval of a 
draft constitution. The draft drawn up by 
the junta included a clause to preserve the 
leading role of the military in national poli- 





Khin Nyunt tries to placate 
the ethnic minorities. 


tics, and would have guaranteed the con- 
tinuation of authoritarian central rule in 
effect since 1962. 

Unexpectedly, however, Yo E La of the 
Lahu National Development Party, submit- 
ted a proposal which suggested not only a 
return to the basic principles of Burma’s 
pre-1962, federal and democratic constitu- 
tion, but also included far-reaching provi- 
sions for local autonomy for all national 
minorities. A copy of Yo E La’s statement 
was recently obtained exclusively by the 
REVIEW. It says, in part: “We should forma 
Union of Burma on the basis of the diver- 
sity of cultures, diversity of economic con- 
ditions, and differing traditions and family 
and racial allegiances.” Yo E La also stated 
that “the support of the people of this na- 
tion is dependent upon power sharing . . 
sovereign power must not be in the hands 
of an aristocracy. In a democracy, sover- 
eign power must be with the people.” 

He also suggested a bicameral parlia- 
ment — a directly elected lower house and 
an upper house with equal 
representation for all the 
states. Yo E La went on to 
stress that “the constitution 
must grant freedom of 
speech, freedom to assem- 
ble, freedom of the press 
and freedom to oppose the 
government by peaceful 
means.” 

The Lahus, a tribe in 
eastern Shan state, were 
supported by the Was of 
the former CPB, who at- 
tended the convention as 
observers. The convention 
has been adjourned until 
early June as the junta 
could not accommodate the Wa-Lahu de- 
mands. 

It is also widely believed that Khin 
Nyunt's high-profile trip to the Wa head- 
quarters at Panghsang was meant to 
smooth out the frictions that had surfaced 
in Rangoon during the constitutional con- 
ference. In private conversations, many hill 
tribesmen from the northeast express dis- 
appointment with the lack of economic 
progress since the 1989 ceasefire. "We were 
promised roads, hospitals and schools," a 
spokesman for the Was said. "But roads 
and improvements reported in the Bur- 
mese press were constructed only in the 
news media." 

How Rangoon will handle the crisis 
remains to be seen. The heavily armed Wa 
soldiers who saluted Khin Nyunt on 
Panghsang's central parade ground were 
ostensibly there to add pomp to his 
welcome. But the parade was also seen by 
observers as a show of force to Rangoon 
that, unlike other groups in Burma, the 
Was and their close Lahu allies were able 
to back up their demands with more than 
just words. s 
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JAPAN 


Scope of the 
Scoop 


Sentaku runs the stories 
mass media can't touch 





By Robert Delfs in Tokyo 


t a time when many fear that the 
A print media is dying, readers in Ja- 

pan are still saturated with news. 
Print runs at the five major national papers 
and a host of regional and city news-sheets 
average nearly 1.75 newspapers per house- 
hold daily. Tokyo subway trains are 
festooned with advertisements from the 13 
major newsmagazines, whose combined 
weekly circulation exceeds 5 million. There 
can be little doubt that Japan produces 
more printed news per capita than any 
other country in the world. 

But in a society where it sometimes 
seems that everyone knows everything, 
exclusive information is at a premium. One 
publication that thrives on the demand for 
exclusivity is Sentaku (Options) a monthly 
that trades on its claim to be Japan's s ulti- 
mate insider magazine. 

Sentaku prides itself on its in-depth ana- 
lytical reporting of domestic and interna- 
tional political and economic news and on 
its willingness to ignore taboos. "We were 
the first magazine to write about the con- 
nections between Yamaguchi-gumi [Ja- 
pan's biggest underworld organisation] 
and Sumitomo Bank, and we have contin- 
ued to write about this," editor and 
founder Akio lizuka says. 

The magazine's expose of the Ministry 
of Posts and Telecommunications' attempts 
to dominate telecommunications giant 


Editor lizuka recognises no taboos. 
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Nippon Telegraph and Telephone was an- 
other first — made possible in part because 
Sentaku does not depend heavily on adver- 
tising from Japan's corporate sector. 

"The newspapers couldn't touch the 
NTT story because they were afraid of los- 
ing advertising revenue," said a senior edi- 
tor from a major Japanese daily. The sur- 
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Sympathetic Ear 


Libyan foreign minister gets a hearing in Manila 


prise is, though, that if the big dailies can- - 


not touch such stories, their reporters can. 


The people Sentaku relies upon to produce | 


its exclusive insights include top writers 
and editors from the national dailies, who 
vie for the distinction of writing anony- 
mously for Sentaku. 

"The golden rule is that they never 
identify their contributors, but the real in- 
siders always know who writes their sto- 


ries," explained a regular Sentaku contribu- | 
tor who is also a senior editor at one of | 


Japan's most important daily newspapers. 


“I can write an article for Sentaku that my | 


newspaper could never print, and every- 
one in Japan who is really important will 
read it." 





By John McBeth in Manila 


mar Mustafa Al-Muntasir's official 
title is quite a mouthful. He is secre- 
tary of the General People's Com- 
mittee for Foreign Liaison and Interna- 
tional Co-operation of the Libyan Arab 








_ Jamahiriya. That means foreign minister, a 





With an editorial staff of only seven, | 


Sentaku relies on its stable of 30 editor /ad- 
visers and 300 outside contributors — 
mostly journalists and academics, but also 
businessmen and government officials. The 
policy of anonymity shields contributors 
from personal involvement in lawsuits 
against the magazine. "There is always 
some libel suit pending," says lizuka. 
According to lizuka, who formerly 
worked for Zaikai (Finance World) maga- 
zine, he and his staff worked without pay 
for the first five years after the magazine 








was founded in 1975. "The world was | 


moving rapidly and becoming more fluid," 


lizuka explains. “I felt that Japan needed to | 


review its postwar policies and positions 
and wanted to create a magazine to facili- 
tate this. What is most important for Ja- 
pan's national interest is our number one 
editorial concern." 

The magazine has done its best to main- 
tain its exclusive appeal by staying off the 
newsstands and setting its annual ¥12,000 
(US$110) subscription rate for 12 issues at 
a high enough level to distinguish it from 
the mass-market weeklies. But there are 
signs that the magazine may be becoming 
a victim of its own success. While the front 
cover modestly lays claim to a readership 
of 30,000, lizuka admits privately to a cir- 
culation of 73,000 which is climbing at the 
rate of 600 a month. 

As circulation rises, Sentaku’s image as 
a publication read by only a small circle of 
insiders is weakening. “Sentaku was talked 
about a lot when it first appeared, but it is 
no longer unique," says Takashi Takatsu, 
an executive of Teikoku Databank. 
Takatsu's comments suggest that some 
Japanese insiders think they need some- 
thing even more exclusive than Sentaku. In 
the meantime outsiders can hardly fail to 
benefit. * 
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job he was pursuing with some vigour on 
a recent swing through the Philippines, 
Malaysia and Indonesia. 





Muntasir warns Manila over Mindanao. 


Libya is clearly feeling increasingly iso- 
lated as a result of UN sanctions, and 


| Muntasir's trip seems aimed at stoking 


support in countries that are to varying 
degrees sympathetic to his nation's plight. 

Although the Philippines is the only 
nation of the three without a Muslim ma- 
jority, Muntasir received a warm welcome 
in Manila. That was partly due to Libya's 
intermittently successful efforts to mediate 
between the Philippine Government and 
Muslim separatist forces, but also because 
of the tens of thousands of Filipinos who 
have long worked contentedly in Libya. 
Despite the warmth of his reception, how- 
ever, heavy pressure on Manila from the 
US is likely to preclude any open expres- 
sion of diplomatic support for Libya. 

For his part, Muntasir denied he was 
seeking Philippine support for the lifting 
of the UN-imposed embargo as a trade-off 
for Tripoli's brokerage of peace talks be- 
tween Manila and the separatist Moro Na- 
tional Liberation Front (MNLF). In his talks 
with President Fidel Ramos, Muntasir said 
he had explained Libya's willingness to 
surrender to any court of law, apart from 


_ those in the US and Britain, the two Libyan 


intelligence officers accused of the 1988 
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bombing of Pan Am 103 over Scotland. He 
quoted Ramos as offering Libya "all legiti- 
mate support" for a "fair and neutral" trial. 

The president later insisted he had only 
assured the Libyan minister that he would 
study the issue "very, very carefully." 
There is every reason for caution, of course. 
Senior Philippine officials say they have 
been told in no uncertain terms by US dip- 
lomats that Ramos can forget about any 
visit to Washington if Manila expresses 
support for dropping the sanctions. 

Philippine officials describe Libya as the 
prime mover behind a 14-16 April meeting 
in Jakarta between a government panel and 
MNLF leader Nur Misuari that led to agree- 
ment on the resumption of formal peace 
talks in Mindanao before the end of June. 
Muntasir, however, sought to play down 
that role. “We are involved in this at the 
request of the Philippine Government," he 
said. "We are a catalyst." 

Likewise, he rejected suggestions that 
Libya had offered to close the MNLF office 
in Tripoli. On the one hand, he said, the 
office would help "a great deal" in resolv- 
ing the Mindanao question. But he then 
pointed out that the Jeddah-based Misuari 
did not live in Libya and that the front's 
office was merely "a secretary answering 
the phone." 

Muntasir warned the Philippines that 
unless the issue of Muslim self-determina- 
tion in Mindanao is resolved quickly, and 
on the basis of the 1976 Tripoli Agreement, 
it could leave the way open for extremists 
— an apparent reference to Islamic funda- 
mentalists. 

Libya's assistance in mediating the 
Tripoli accord led to the subsequent estab- 
lishment of diplomatic relations with Ma- 
nila. Then, in the late 1970s, several hun- 
dred Libyans were quietly permitted into 
the Philippines to study English and, ac- 
cording to some sources, to train for jobs in 
civil aviation. 

Their presence at a seaside resort on the 
Bataan peninsula owned by a wealthy Cen- 
tral Luzon politician disturbed the Ameri- 
cans so much that then-president Ferdi- 
nand Marcos was finally forced to ask 
them to go home. 

Still, Tripoli and Manila continue to en- 
joy surprisingly cordial relations, so much 
so that there are now 35,000 Filipino work- 
ers in Libya, along with 10,000 dependents. 
The Philippine Overseas Employment Ad- 
ministration is particularly satisfied with 
the arrangement. So too are the workers. 
Their average length of stay in Libya is an 
amazing 10 years. " 
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Cairo/Egypt: 13.2 (1990) million inhabitants* 





The dawn of 
a new evolution 


In our contemporary, technology-driven world, we rely 
on telecommunications to bring people closer together 
across sprawling urban landscapes. A single universal 
network has to evolve out of those we use now. One that 
will make it as easy, quick and economical to transmit 
high-definition video or computer data, for example, 
between homes, offices and cars in different towns - as 
picking up the phone is now. 


The task, aptly known as Vision O-N-E (Optimized Net- 
work Evolution), is immense. Siemens and GPT are 
committed to working on it together. Our joint approach 
harnesses the skills of the network operators and 
engineers who are building today the global broadband 
telecommunications network for tomorrow. 


Vision O-N-E not only offers the best route for migrating 
from the limitations of narrow to broadband networks. 

It also enables us to upgrade existing infrastructures 
and so make the most of the investments they represent. 
As its full name suggests, implementing Vision O-N-E 
will be an evolutionary process. But its impact on the way 
we live will be little short of revolutionary - a kind one 

for a change, in which the more we are apart, the closer 
we can be. 


For further information please write to: 


Siemens AG, Infoservice ONW/Z018 FEER 
Postfach 23 48, D-8510 Fürth 
Federal Republic of Germany 
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courts from 1964-69. 


Byoung Kook Min: is a à lawyer and managing partner at Min, Sohn & 
"Kim in South Korea. A member of both the Korean and New York 
state bars, he also served as a judge on the Seoul and Inchon civil 













a C ampaigning for president last year, 
E then-candidate Kim Young Sam 
m promised that if he won, his admin- 
~ | istration would combat the chronic corrup- 
| tion that has long undermined South 
| Korean citizens’ confidence in their gov- 
| ernment. As president, his resolve has al- 
| ready yielded dramatic results. 

~ Since Kim assumed office in February, 
|. many top officials and politicians have 
| publicly disclosed their assets. Similarly, 
several high-profile figures — both civilian 
and military —- have resigned under media 
pressure or been charged with legal im- 
proprieties. 

But while the anti-corruption campaign 
has been dramatic, many South Koreans 
wonder whether it will proceed beyond the 
targeting of individuals to include lasting 
systemic reforms. Their doubt is not 
groundless: past regimes have staged “pu- 
rification” campaigns, only to allow cor- 
ruption to resurface before long. 

Further measures, therefore, are needed 
to ensure that the current reform pro- 
gramme treats not only the symptoms, but 
the causes of deeply rooted corruption. 
Three sets of factors must be addressed for 
this to happen. 

First, the motives and opportunities for 
«| corruption should be diminished. This pri- 

| marily means narrowing the large gap be- 
|| tween the state salaries for bureaucrats, leg- 
| islators, judges etc. and the far higher in- 
comes enjoyed by those in the private sec- 
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hen officials consider their low level 
ay to be unjust — or, worse still, even 
absurd — winking at monetary gestures of 
"deference" becomes a natural reaction. 
Someone who considers himself to be sav- 
ing for his children's education or avoid- 
ing a burden on his family is less likely to 
Dus pangs of conscience in accepting 
y " Therefore, salaries and retirement bene- 
: fits of officials ought to be increased to 
levels more in accord with the ever-spiral- 
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will help in this regard too. 

Second, sanctions on those guilty of cor- 
ruption should be swift, sure and applied 
without exception. Criminal punishment in 
the past has been riddled by endemic 
hypocrisy. High officials have been spared 
prosecution and permitted to "repent" sim- 
ply by resigning or abandoning leading 
roles in society for a "decent interval" of 
time. This double-standard has demoral- 
ised lower officials, who when punished 
see themselves as scapegoats sacrificed to 
deflect attention from the real masters of 
graft. 

Anyone serious about uprooting cor- 
ruption must therefore recognise it is more 
than just a problem of a few individuals 
falling below ethical standards. Without 








both a politically neutral third-party inves- 
tigation and continuous monitoring, en- 
trenched patterns of corrupt practices will 
never be altered by internal supervision. 
The only effective approach is to empower 
an outside agency to expose and punish 
misfeasance in all forms, including high- 
level complicity. This role has fallen to the 
Board of Audit and Inspection, which thus 
far has acquitted itself well. 

But corruption investigations can be 
traumatising. In each case, someone must 
cast the first stone. If no insider steps 
forward, it can only be an outsider. A 
change in law, then, is needed so that per- 


os who paid bribes (involuntarily, in 


* any instances) can be granted immunity 
from prosecution in exchange for testi- 
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Fighting South Korean Corruption 


mony against recipients of corrupt pay- 
ments. 

Finally, public opinion needs to be more 
vigilant and better informed to deter cor- 
ruption. The current campaign enjoys great 
public support, and mass media influence 
is now high. But the disclosure of a public 
figure's financial status requires a more 
professional attitude from media institu- 
tions, including some that themselves 
benefited from corruption under prior re- 
gimes. 

Increased press autonomy since 1987 

has helped the media play this role, but 
journalists, editors and publishers have a 
grave responsibility in interpreting finan- 
cial disclosures. The Korean legal system 
faces a delicate task in securing constitu- 
tional protections for the press without 
leaving the state and society at the mercy 
of media. In a country without a history ol 
Objective investigative journalism, tempta- 
tions to indulge in blackmail are every- 
where. Informed citizens must work tc 
achieve a reasonable balance between the 
media and the state. 


T he idea of publicising a public offi- 


cial's financial status is also promis- 
ing when considered in the contex! 
of the revision of discredited laws regulat 
ing political contributions. When politi- 
cians cannot possibly perform their cus 
tomary functions on their salaries anc 
expense allowances, maintaining unrealis- 
tic regulations only erodes respect for the 
law. A better approach may be to liberalis« 
donations of political funds, on the condi 
tion that the sources and amounts of al 
contributions are publicly disclosed. Then 
the electorate at least can draw its own con 
clusions and vote accordingly. Such ¢ 
change would significantly advance the 
evolution of Korean democracy. 

President Kim has shown insight inte 
the popular mood, even if cynics see hi: 
campaign as quixotic. Bleak predictions art 
heard that it will disrupt the cooperatior 
between government and business that ha: 
brought a rapid rise in national prosperity 
But, today, the people want cleaner gov- 
ernment. With firm determination — anc 
only with firm determination — Presiden 
Kim’s administration can make a differ 
ence. a 


imagine if travel were simply an expression of your own 
body ...imagine that as soon as you desired being there, you were 
there. A dream. Of course there is always Swissair. Swissair puts 
ou wherever you want to be, in 70 countries all over the world. 
ia a quick and easy jump in and out of Zurich or Geneva, where 
time saved is time gained. For reservations, call your travel agent 
or Swissair. Time is everything. 
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“Gravity” 

by Rob Lang. 
Part of Swissair’s 
Time & Motion 
Series. 
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Hearts and Minds 


New think-tank seeks to modernise Islam 





By Michael Vatikiotis in Kuala Lumpur 


rom a brightly lit, computerised of- 
fice in Kuala Lumpur, Datuk Ismail 


Ibrahim is working hard to persuade 
Malaysian Muslims to pay as much atten- 
tion to material success in the present 
world as they do to spiritual rewards in 
the next. 

The former Arabic language lecturer is 
director of a new Islamic think-tank, the 
Malaysian Institute for Islamic Under- 
standing (known as IKIM after its Malay 
acronym), which has been charged with 
moulding an Islamic work ethic. 

Malaysia’s rapid economic 
growth and Prime Minister 
Datuk Seri Mahathir Moham- 
ad’s ambitious vision for deve- 
lopment that foresees the coun- 
try attaining fully developed sta- 
tus by 2020 have run up against 
the strong, conservative role of 
Islam in Malay society. To tackle 
the problem, Mahathir created 
IKIM last year as a blend of mod- 
ern think-tank and religious in- 
stitute designed to promote a 
modern, moderate Islamic ideol- 
ogy. 
In the face of conservative 
Malay as well as Islamic views, 
the 30-person institute faces an 
uphill struggle persuading the 
overwhelmingly Muslim Malays 
to change. Critics say that in 
forcing the pace of change, the 
institute could be perceived as 
simply iconoclastic. That could 
alienate many of the older, rural Malay 
voters who still form a key constituency 
for the ruling United Malays National Or- 
ganisation (Umno). 

Ismail describes IKIM modestly as a 
policy study body which will offer Islamic 
interpretations of government policy. “Our 
function is to make Islam better under- 
stood by non-Muslims,” he told the 
REVIEW. 

Since its establishment in July 1992, IKIM 
has held inter-religious seminars, hosted 
televised discussions, and has published 
some 40 newspaper and magazine articles. 
A bilingual magazine, IKIM's Vision is due 
to begin publication soon, as is a book of 
collected materials presented at IKIM semi- 
nars. A non-profit organisation, the gov- 
ernment-founded IKIM funds operational 
costs from grants, donations and commis- 
sioned research. 

But IKIM is about more than just foster- 
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ing understanding between Muslims and 
non-Muslims. Many observers see the in- 
stitute principally as a new and bold at- 
tempt by the government to combat resist- 
ance to progressive economic thinking 
among the 7 million Malaysian Muslims. 
“The idea is to re-focus the ethos of Is- 
lam and give progressive principles em- 
bodied in the religion more attention," says 
Muhammad Nur Manuty, president of the 
Muslim Youth Movement of Malaysia, an 
influential non-governmental organisation. 
University of Malaya academic Jomo K. 
Sundrum believes Mahathir needs IKIM to 
justify elements of his crowded agenda of 





Moulding Malay youth for a modern Malaysia. 


social and political modernisation within 
his own Malay-Muslim constituency. “He 
needs to provide Islamic legitimacy for 
what he wants,” says Jomo. “IKIM is very 
much Mahathir’s brain-child,” agrees 
Manuty. 

This explains IKIM's output so far, a mix 
of modern short-order think-tank analysis 
and religious scholarship which has fo- 
cused on persuading Muslims and non- 
Muslims alike that Islam is not incompat- 
ible with industrialisation and modern 
standards of productivity. Or, as Mahathir 
puts it: striking the balance "between spir- 
itual attainment and material develop- 
ment." 

"This is the image of Islam portrayed 
by the Western media. We have to correct 
it by pointing out that a work ethic is built 
into Islamic teaching," says Ismail. But as 
Manuty points out, anti-progressive per- 
ceptions of Islam are not necessarily con- 
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fined to Western stereotypical thinking. 
"Some religious scholars cannot see why 
Islam should be progressive. Their inter- 
pretation of Islam is strict and unscientific,” 
he claims. 

The Islamic opposition party, Pas, tends 
to shun modern thinking as Western, and 
therefore not in accordance with the prin- 
ciples of Islam. Partly as a political re- 
sponse to Umno's progressive develop- 
ment platform, Pas activists treat "West- 
ern" ways as virtually sacrilegious. They in 
turn must compete with fringe groups like 
Darul Arqam, whose estimated 5-6,000 ad- 
herents attempt to live their lives as close 
as possible to the manner in which the 
Prophet Muhammad and his followers 
lived in 7th century Arabia. 

IKIM's primary task is to deflect these 
trends by reinterpreting Islamic orthodoxy. 
For example, in one recent article an IKIM 
staff writer explained that hard work could 
be defined as jihad or holy war in the Is- 
lamic context. The writer cited 
the Koran to argue the case for 
an Islamic work ethic. "The 
space and time within which 
work takes place are trans- 
formed by Islamic prayers and 
thereby work itself gains a reli- 
gious complexion which deter- 
mines its ethical meaning in the 
Islamic context," the article ar- 
gued. 

Mahathir says that for Islam 
to play a modern role, it may be 
necessary to question orthodox 
views. Close observers of the 
man say this is new: in the past 
Mahathir was prone to echoing 
conservative Islamic views to 
counter opposition from Pas. 
IKIM is seen as an alternative to 
the existing Islamic affairs 
department in the Prime Minis- 
ter's Office, which itself may 
have become too conservative 
for Mahathir. 

But critics say he is veering towards 
politically risky iconoclasm. Malay society 
is urbanising rapidly, and attitudes to- 
wards religion and culture are changing, 
but some question whether the social struc- 
ture can be transformed overnight. 

In rural Malay areas, interpretations of 
Islam are still influenced by the religious 
scholars, or ulama through the mosque, 
says Prof. Shahril Thalib of the University 
of Malaya. Official views can be dissemi- 
nated through the media, but this does not 
affect the content of Friday sermons in the 
mosque, he suggests. 

More cogently, Umno remains prima- 
rily a rural-based party. More progressive 
attitudes may prevail in urban areas, 
Shahril suggests, but the process of urban 
drift means there are fewer young people 
in the countryside to influence older vot- 
ers. a 
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Indonesia's Harsh Measures 
On Chinese Are Bearing Fruit 





ccording to an American diplomat, Indone- 
sia is "a place for redundant Kremlin- 
ologists" since "most things happen under 
the surface." 

One thing that has bubbled up to the surface 
recently is the fact that ethnic Chinese businessmen 
are making big investments in China. Although 
President Suharto himself has said such moves are 
inevitable as the Indonesian economy becomes 
more globalised, the development has raised ques- 
tions about the loyalties of ethnic Chinese in Indo- 
nesia. 

Lie Tek Tjeng, a senior researcher at the Indone- 
sian Institute of Sciences, tells this visitor that the 
news media are partly to blame. "They talk about 
investments of Chinese capital in China, but that's 
not accurate," he says. "These are Indonesian na- 
tionals. It’s wrong to talk about overseas Chinese, 
because that connotes Chinese citizens." 

Lie is right in that the term "overseas Chinese" 
refers only to Chinese nationals living abroad and 
does not include ethnic Chinese who are citizens of 
foreign countries. However, the real issue is how 
ethnic Chinese in Indonesia see themselves. If they 
see themselves às Chinese who happen to be living 
in Indonesia, rather than Indonesians of Chinese 
descent, it would be difficult to blame others for 
describing them as overseas Chinese. Similar ques- 
tions can be raised of ethnic Chinese throughout 
Southeast Asia. 

Ethnic Chinese make up something like 3% of 
the population, or about five million. The majority 
lives like other Indonesians as farmers or shopkeep- 
ers but a small number account for some of the 
leading entrepreneurs in the country. In the words 
of Mely Tan, one of Lie's colleagues, ethnic Chinese 
have a problem because they are "a minority that is 
disproportionately strong in the eco- 
nomic sphere and are considered of for- 
eign origin." 

During the period of colonial rule, 
the Dutch and other Europeans were 
on top of the social scale, native Indo- 
nesians at the bottom and "foreign 
Orientals," such as Chinese, Indians 
and Arabs, were put in the middle. Pe- 
king and newly independent Indonesia 
agreed in 1955 that ethnic Chinese 
would be allowed to choose their na- 
tionality. 

The agreement was not fully imple- 
mented, in part because of the abortive 
communist-led coup attempt in 1965 
and the subsequent suspension of dip- 
lomatic relations between Jakarta and 
Peking. But many did go through legal 
proceedings and declared themselves 
Indonesians. Some, such as Tan, whose 
family had been in Indonesia for six 
generations, resented having to do so 
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because in their mind there was no question of their 
nationality. 

Nonetheless, large numbers of ethnic Chinese 
did leave Indonesia for China in the 1950s and 1960s 
or stated their intention to do so, suggesting that 
they thought of themselves not as Indonesians of 
Chinese descent but as overseas Chinese. 

Today, there are still some 300,000 people whose 
citizenship remains undetermined. But Peking's 
policy is to encourage those living in Indonesia to 
assume Indonesian nationality, while Jakarta's 
policy is to assimilate them into Indonesian society. 

Because Indonesia, the world's fourth most 
populous country, is made up of people of hun- 
dreds of different ethnic, cultural and linguistic 
backgrounds, the government has sought to em- 
phasise national unity while playing down differ- 
ences. Because of this, Tan says, the government 
does not ask questions regarding ethnicity when 
taking the census. 


nd though Muslims make up the majority of 

the population, Indonesia observes not only 

Islamic holidays but also the Nuepi festival 
of the Hindus, Buddha's birthday as well as such 
Christian holidays as Christmas, Ascension Day and 
Good Friday. In restaurants, waiters are especially 
careful to determine if orders are for beef or pork. 

Asked why people whose families had been in 
Indonesia for generations would continue to think 
of themselves as Chinese, Lie explained that, before 
Indonesia declared independence in 1945, "there 
was no nation-building process and, after independ- 
ence, people were too busy with political problems." 
The revolution in China, too, had an effect and 

“many idealistic intellectuals wanted to build up 
the new China." Most importantly, perhaps, Chi- 
nese children were sent by their parents to Chinese 
schools where they were taught that China, not In- 
donesia, was their motherland. 

In the aftermath of the crushing of the coup at- 
tempt, which had the moral if not material backing 
of Peking, there was a wave of anti-Chinese feeling 
in Indonesia. The new government of President Su- 
harto abolished Chinese schools and Chinese-lan- 
guage newspapers. Pressure was put on Chinese to 
assume Indonesian names. In effect, the government 
forced the Chinese to relinquish their ties to China 
and assimilate. 

Now, Lie says, anyone educated after the mid- 
1960s thinks of himself or herself as Indonesian, not 
Chinese. Would this have happened if the Chinese 
schools had not been abolished? Lie has his doubts. 
Was Indonesia justified in taking such drastic ac- 
tion? It is hard to say but, in a country torn by such 
diverse forces, it was at least understandable that 
the government felt it necessary to do so. And, as 
the nation becomes more stable it can also become 
more tolerant. One Chinese-language newspaper 
owned by the government is now published. = 
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TRAVELLER'S TALES 


Fear and Foot Dragging in Geneva 


ards, it has been a slow start to the 
year in Geneva. 

Most mornings, a thick bank of mist 
rolled in over the still waters of Lac Leman 
like a wave of milk poured from a giant 
pitcher, sucking the colour out of the sky 
and submerging the neat streets and build- 
ings of the town under an opaque blanket. 
The shrouded sun was hardly glimpsed 
for weeks on end, and the colourless skies 
seemed to close in more with each passing 
day. Even the gulls that cluster around the 
shores of the lake, raucous scavengers in 
summer, seemed subdued, gliding mutely 
through the chill air. 

The gloomy weather appar- 
ently put a damper on human 
activity, too, so much so that 
one of the town's newspapers 
was reduced to leading a recent 
issue with news of a change in 
a bus route. The paper printed 
hundreds of posters advertis- 
ing the story ("The No. 9 bus 
will no longer stop at Bel Air!”), 
which flapped forlornly in the 
wind, testaments to the tenac- 
ity with which the Swiss ad- 
here to solid bourgeois virtues. 

Whether because of the 
glum weather, the static atmos- 
phere or some other factor, a 
similar fog of immobility 
seemed to have descended on 
the Geneva-based negotiations over a new 
global trade agreement, the Uruguay 
Round of the General Agreement on Tar- 
iffs and Trade (Gatt). 

The talks, which are aimed at eliminat- 


E ven by its own undemanding stand- 


bed? ees 


| ing barriers to international trade, have 





long foundered on a simple contradiction: 
while all the nations involved want greater 
access for their products in overseas mar- 
kets, they are almost equally unanimous 
in their desire to protect parts of their 
home markets from foreign competition. 
Those contrasting imperatives were 
neatly illustrated recently by events in 
Asia's two most populous nations: in Pe- 
king the Chinese found that despite an in- 
tense desire to join the Gatt, their economy 
remains insufficiently open for their appli- 
cation to gain crucial support from the US; 
in India, meanwhile, several hundred 
thousand farmers from around the coun- 
try demonstrated in New Delhi, with 
speakers protesting against intellectual 
property rights clauses in the draft Uru- 
guay Round agreement now on the table 
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that they said would allow the patenting 
of seeds by multinational corporations, de- 
nying farmers the right to save and repro- 
duce seeds. 

At the Gatt headquarters in Geneva, a 
rather grim slate-grey building on the 
banks of the lake, the official line was that 
such problems are inevitable hiccups on 
the road to a successful conclusion, some- 
thing that is still well within sight. 

"Everyone involved is feeling pain," 
said spokesman Nusrat Nazeer when 
asked about the Delhi demonstrations. 
“They've all been to the doctor and now 
they have to take their medicine. You don't 





The physical fog has dispersed but the metaphorical fog remains. 


see people taking to the streets if they man- 
age to get a good deal." 


he Gatt headquarters is situated just 
| down the road from the Palais des 
Nations, a complex that now houses 
UN operations but was originally con- 
structed as headquarters for the short-lived 
League of Nations. An ill-omened neigh- 
bour, one might think. And indeed, despite 
the optimism emanating from the Gatt 
headquarters, the talks look as close to col- 
lapse as at any time in the five years they 
have dragged on. 

For one glorious moment at the end of 
1992, following the solution to a long-run- 
ning dispute over agricultural subsidies 
between the US and the European Com- 
munity, it looked as though a conclusion 
to the talks was finally in sight. With the 
US-EC row over, Arthur Dunkel, Gatt di- 
rector-general, once again pushed for an 
acceptance of his draft agreement, setting a 
series of deadlines by which he said the 
talks must be concluded or face collapse. 
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Sadly for the long-suffering Dunkel, his 
most recent deadlines met with the same 
fate as previous “final” cutoff dates: they 
were completely ignored. Since then, per- 
haps afraid to cry wolf once too often, he 
has set no new deadlines. 

For most of the similarly long-suffering 
delegates to the Gatt talks, the situation is 
now numbingly familiar: the US and the 
EC are exchanging often acrimonious pub- 
lic accusations revealing deep splits be- 
tween the two huge trading blocks in 2 
range of areas crucial to the conclusion o! 
the round. While the two giants manoeu- 
vre and posture, the Gatt negotiations are 
left in limbo. 

“We're a little bit at a loss as 
to when the negotiations wil 
resume," said one Asian del 
egate. "And I can't see anything 
we can really do while we wait 
But I’ve stuck it out for five 
years, so I think I can wait c 


little bit longer." 
A~ EC settle their dif 

ferences, it is by ne 
means certain that a conclusior 
to the round would then be 
quickly reached, delegates said 
particularly after recent pro 
nouncements by the new ad 
ministration in Washingto1 
that appear to indicate that th: 
US wishes to re-open negotiations in ; 
number of controversial areas. 

There is probably most at stake in Ge 
neva for Asia, many of whose countrie 
have based spectacular economic succes 
in recent decades on sales of their export: 
than for other world regions. And, thoug] 
projections of what impact a Gatt agree 
ment might have vary wildly, Asian na 
tions that place a heavy emphasis on sell 
ing to overseas markets would very prob 
ably be early winners. 

For the moment, however, all such pro 
jections of a conclusion to the round ar 
mere will o' the wisp speculation. Wear 
delegates can, however, console them 
selves with one thought: the arrival o 
spring is dispersing the physical fog sur 
rounding them. For the lifting of the meta 
phorical fogs in which the talks are be 
calmed, they may have to wait mucl 
longer. i 
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nd, even should the U* 





Simon Elegant, now on the staff of the REviEV 
recently spent several weeks in Geneva. 
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For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 

differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made, we have to admit. with a total disregard for time. If 











a particular Patek Philippe 
movement requires four 
vears of continuous work to 
bring to absolute perfection. 
we will take four vears. The 
result will be a watch that 
is unlike any other. A watch 
that convevs quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 
it has been worn. loved and 
collected bv those who are 
very difficult to please: 





those who will only accept 
the best. For the day that 
vou take delivery of your 
Patek Philippe. vou will have 





acquired the best. Your watch 
will be a masterpiece. quietly 
reflecting vour own values. 
A watch that was made to 








be treasured. 
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How to explain Japan? The last few years have seen the 
publication of hundreds of books that deal with every aspect of the 
country from zen to zaibatsu. The books reviewed in this eight- 
page Books Special range from the hue and cry of Japan bashers 
to the gentle appreciations of art historians. They include the 


diary of a 19th-century American visitor, the sociology of Tokyo's 
Disneyland and contrasting views of Japan's role in World War 
II. These, together with works of fiction by both Japanese and 
gaijin authors, offer clues to understanding a country and a 
culture that much of the world still finds an enigma. 


Pacific Strategies 





Turning the Tables: A Machiavellian 
Strategy for Dealing with Japan by Daniel 
Burstein. Simon and Schuster, New York. 
US$21. 

The Next Battleground: Japan, America and 
the New European Market by Tim Jackson. 
Houghton Mifflin, New York. US$22.95. 





How should the US “cope” with Japan? 
By demanding immediate unilateral action 
from Tokyo to reduce the massive Ja- 
panese trade surplus; or by taking to heart 
the notion that frictions between the two 
countries are rooted in structural inequali- 
ties — and possible Japanese superiorities 
— that run as deep as the education sys- 
tem and even a different approach to hu- 
man relations? President Bill Clinton thinks 
he knows the answer, judging by his re- 
sults-oriented approach to the trade prob- 
lem during the recent Washington summit 
with Japanese Prime Minister Kiichi Miya- 
zawa. 

The authors of these two books think 
they know too. According to American 
business writer Daniel Burstein, 10% of the 
US trade deficit with Japan (US$49 billion 
in 1992) is the result of unfair Japanese 
trade practices, while the other 90% is an 
"America problem," meaning that the US 
does not work hard enough, has lost its 
social cohesion and lacks the "geo-eco- 
nomic strategy" needed to cope with ri- 
vals. 

British business journalist Tim Jackson 
agrees. In a book which focuses mainly on 
how the US, Japan and Europe are com- 
peting in the European market he says the 
time has come to ask what Japan is doing 
right, not what it is doing wrong. The se- 
cret of Japan's success, he says, is clever 
industrial organisation assisted by, but not 
originating in, wise bureaucratic guidance. 

Burstein and Jackson are antidotes to 
the revisionist school of writers on Japan, 
which argues that Japanese society is too 
different from the Western model, and too 
unattractive in its own right, to be dealt 
with by anything but toughness. They are 
also antidotes to the "down and out" 
school which argues that Japan has been 
so seriously weakened by the recession of 
the past three years that it is not worth 
worrying about as a threat to the West. But 
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beyond that they differ — with 
each other and, in Burstein's 
case, with his own previ- 
ous writings on Japan. 

Jackson poses the 
question: what can 
governments in 
the West do to 
help indus- 
try sur- 
vive the 
challenge 
from Ja- 
pan? and 
comes up 
with the | 
answer: 
not a lot, 
except in 
mundane 
ways like 
pursuing ra- 
tional econo- 
mic policies 
and providing 
adequate infra- 
structure. Burstein, 
on the other hand, 
has a sense of mission 
which makes his book 
both stimulating and (at 
times) irritating. Quoting 
Machiavelli and the first aikido 
master he says the US should learn 
to turn Japan's strength to its own ad- 
vantage. He argues that this is what Japan 
has been doing to the US with characteris- 
tic cunning and consistency ever since the 
end of World War Il. 

Burstein advises Americans to stop fret- 
ting about the dangers of Japan "buying 
up” the US, and instead to maximise 
Japanese investment in key industries. 
Burstein compares opposition to foreign 
ownership of US industry to the Luddite 
movement which smashed textile looms 
during the early days of Britain's industrial 
revolution. The reality is that Japanese in- 


t-a, 


Does Japan’s benign image hide a ‘desire 
for mastery?’ The Ugly Japanese: Nippon’s 
Economic Empire in Asia by Friedemann 
Bartu. 


vestment can revive US industry “at will 
only if US policy makers have the sense t 
recognise this and provide encouragemen 

Burstein has come a long way sinc 
his last major book on Japan, Yen! (1988) i 
which he painted a nightmarish scenari 
of Japan buying up huge chunks of US ir 
dustry and then sabotaging the econom 
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: z sdiing all in one go. He also ei 
that remittance: of profits by Japanese- 
. owned companies could cause a capital 
drain and that American employees of 
Japanese companies would be expected to 
learn the tradition of "sacrifice to the 
company" — ie. accept punishing wage 
cuts. — 

Jackson's approach to the investment 
question. is as upbeat as Burstein's but 













has interesting mate- 
of the Nissan motor 
the quality standards 
hich he sees as noth- 
onary. But he also 
ining: that Japanese 
lv refuse to give 
sponsibility and in 
elv avoid hiring the 
dates for management 
Jacks es this as the result of inse- 
curity bred the Japanese education sys- 
tem which, he sa ys, emphasises the differ- 
ences between Japanese society and the 
West when it should be stressing similari- 
ties. 

Burstein’s stress on encouraging foreign 
investment (from the US to Japan as well 
as from Japan to the US) represents his 
microeconomic approach to the problem of 
harmonising relations between the two 
countries. His macro approach proposes 
nothing less than the formation of a Trans- 
pacific Community which would institu- 
tionalise most aspects of the economic rela- 
tionship, with a common central bank, a 
binational arbitration commission for sort- 
ing out trade problems, common account- 
ing and antitrust procedures, and much 
more. 

Here too Burstein has shifted his stance. 
In his earlier book he took a wary look 
at proposals for a US-Japanese community, 
such as former US national security adviser 
Zbigniew Brzezinski's s "Amerippon" and 
economist C. Fred Bergsten's “G-2,” and 
concluded they were "fraught with dan- 
ger." One of his fears, still valid today, was 
that a US-Japan economic community 
might not be appreciated by "American 
friends in Asia, worried at Japan' s growing 
economic strength." 

What happens if Burstein's prescrip- 
tions for a new US "geo-economic strat- 

egy" are not followed by the Clinton ad- 
ministration or if Jackson's call for greater 
competitive efforts is not heeded by Euro- 
pean industry? 

In Burstein's view the era of serious 
trade friction between Japan and the US is 
over and the trend is towards détente, what- 

ever happens along the way. The problem 
for him is whether the detente is "active," 
ie. the US harnesses some of Japan's 
strengths to its own advantage; or “pas- 
sive," i.e. Japan flourishes while the US de- 
clines. Burstein does not explain why he 
rules out a trade war. Here, at least, he is 










€0 MAY 1993 


detailed grasp of some of 


f at 


consistent with his earlier book, in which 


he said that trade wars are a thing of the 
past because Japan has “won.” 

Jackson's view of the future is more 
narrowly focused than Burstein’s. He sees 
the single European market as the "next 
battleground" between Japan, the US and 
Europe, and seems to back Japan as the 
likely winner, though he rates the US 
response to the Japanese economic and 
industrial challenge far above that of 
Europe. Jackson makes the point that the 
outcome of a trade battle in Europe is vital 
to the US because US multinationals often 
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earn bigger profits in Europe than they 
do at home. 

As far as Europe is concerned Jackson 
has a quaint but cheerless image of the 
possible future. Europe in the 21st century 
could be like Brazil in the 1970s, trying to 
do its own thing but getting left further 


behind in the process. Ei Charles Smith 


Charles Smith is the Review's regional editor 
in Hongkong. 





Nasty Nippon 
The Ugly Japanese: Nippon's Economic 
Empire in Asia by Friedemann Bartu. 
Longman, Singapore. 5$29.90; Charles E. 
Tuttle, Tokyo. Y1,280. 


At first sight, the title of this book ap- 
pears gratuitously offensive if not racist. 
But as the author — a Swiss journalist with 
an astute grasp of Asian affairs — observes, 
it is no worse than the epithet "Ugly 
American," which has long enjoyed global 
currency. 

What makes Ugly Americans more 
acceptable to Asians than Ugly Japanese, 
he argues, is that along with American 
military and cultural imperialism came a 
chance for Asian individuals to share in 
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the materialistic "Great American Dream." 
Japan's neo-economic imperialism by con- 
trast will enmesh Asia in a “Great Japanese 
Nightmare" of self-sacrifice for the greater x 
good of Japan Inc. 
Strong stuff, but the Neue Zurcher 
Zeitung's economics correspondent is not a 
man to mince words. Behind th 
American image lies an essentially 
power, he argues; behind the benig 
Japan cultivates in Asia lies a "de 
mastery, not partnership." d 
Bartu has put together a heavy dossi 
of evidence to support his anti-Japanese I: 
prejudices. He calls the Japanese not only ` 
ugly but also "sneaky, arrogant, bullying" 
and generally ' inhumane.” 
The book begins by recall- 
ing wartime atrocities 
committed in South- 
east Asia. Such things .. 
cannot be forgotten. 
lightly and it is true, as 
Bartu suggests, that the 
Japanese have neither 
come to terms with their 
past nor sought to shape a 
more humane and rounded 
vision of themselves for the 
future. 

If Bartu allows his prejudices 
to overcome his instinct for objec- 
tive reporting, it is in pouring scorn 

on Japanese tourists abroad and on 

criticising the sexual predilections of 
Japanese businessmen in Bangkok. 
But it is hard to disagree with Bartu's 
exposition of the ruthless way Japan has 
exploited its growing economic relation- 









ship with a largely supine Southeast Asia, > 


while the US and Europe look passively 
on. 

The scenario painted here: a progres- 
sive withdrawal of US military and eco- 
nomic presence while a self-absorbed 
Europe looks the other way as other Asians 
reluctantly concede Japan's might (if not 
right), is not new. But readers, especially 
from outside Asia, who are unfamiliar with 
developments in the region will find this 
an enlightening and readable summary. 


Too many recent books seek to explain < 
how Japan will conquer the West and how -` 
le-défi Americain has been replaced by le-défi 
Japonais. Too few books deal with how Ja- 
pan is being forced to fall back and regroup > 


its forces in Asia before going on to greater = 
conquests. The 
book. 

In the long run, Bartu argues, "pan-. 
Asian nationalism, especially Chinese and- 
Korean nationalism, is certainly the West's: 
and Asia’s best weapon against a Japanese 


takeover in Asia.” The critical question is, > 
what kind of Japan will rise to supremacy œ 


in Asia? 

Will it be led by such men as Shintaro > 
Ishihara, the “menacing politician" and co- =~ 
author of The Japan that Can Say No, who > 
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Ugly Japanese is one such Ue 
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Bartu suggests will be prime minister be- 
fore long? Or by industrialists such as 
Ishihara’s co-author and head of Sony 
Corp., Akio Morita, who appears positively 
liberal in his convictions nowadays? 
Anyone observing the present vacuum 
in Japan’s postwar political establishment 
can only fear the worst. Like nature, the 
nebulous yet ubiquitous right wing in Ja- 
pan abhors a vacuum and could easily 
move to fill it. m Anthony Rowley 


Anthony Rowley is a journalist based in To- 


kyo. 





Dear Diary 


Japan Through American Eyes: The Journal 
of Francis Hall, Kanagawa and Yokohama, 
1859-1866 edited and annotated by F. G. 
Notehelfer. Princeton University Press. 
LIS$49.50, £39. 


"Earthquake 12-1/2 a.m. The nuptials 
of the Tycoon with the daughter of the 
Mikado approach consummation. Within 
a few days the bride's outfits of furniture 
and personal effects have been passing 
through the Tokaido . . . 'several hundred 
boxes’ in all... the largest carried by 50 
men at a time, and this last is by etiquette 
not allowed to touch the earth. Two hun- 
dred coolies are engaged in carrying it rest- 
ing each other by turn." So wrote the 
former bookseller turned Yankee trader, 
Francis Hall, in his Japan di- 
ary for December 1861. 

The diary is part of an 
extraordinary publication 
that only now has seen the 
light of day thanks to a 
labour of love by F. G. 
Notehelfer and the financial 
backing of Japanese corpo- 
rations. Few Western aca- 
demic publishers would 
willingly put out a book of 
650 pages on what appears 
to be an obscure subject 
without cast-iron support. 

The result is the total 
vindication of all parties to 
the venture. We get a gra- 
phic picture by Hall of life 
in the premier treaty port in 
the dangerous years when 
Japan was being forcibly 
“opened” through the com- 
bined pressure of Western 
gunboats, consuls, mer- 
chants and missionaries. 
Yokohama was a frontier town both in its 
gunslingers and geography. When walk- 
ing with another foreigner — probably 
William Keswick of Jardine Matheson — 
Hall records how "K" beat up two Japa- 








nese merchants. His diary entry for that 
Sunday says that Hall was "very regretful 
of the occurrence, but should have cared 
much less had it been some other day." 
This, the footnote informs us, was also 
the first instance that Hall used the term 
“Japs” of a people that he generally ad- 
mired. Since he had been in Japan nearly 
two years by then and written over 200,000 
words on the Yokohama region he must 
surely qualify for a good conduct medal in 
Victorian race relations. 

Hall's diaries are important historically. 
They show how small, insecure and arro- 
gant Western communities gained a toe- 
hold on the Japanese coast and trace the 
complicated political manoeuvring that Ja- 
pan's rival elites went through in deciding 
on policy towards the barbarians at their 
gate. Hall reports the first English christen- 
ing in Yokohama, the first horserace meet- 
ing, and continual diplomatic wrangling in 
what cynics will see as the first US-Japan 
trade war. He also provides first-rate jour- 
nalism that was published in Horace 
Greeley's New York Tribune. 

While supporting the need to do busi- 
ness with Japan, Hall admits in his journal 
that the West had more than its share of 
faults in dealing with a confused, divided 
Japan. Certainly he saw Japanese decep- 
tion and violence against the great powers, 
but he hoped "for peace to thrice unhappy 
Japan, who in an evil hour, not of her own 
seeking, opened her long-closed doors to 
such troublesome guests." As he told Tri- 
bune readers in February 1865, after the 
allied fleet had bombarded Shimonoseki, 





A foreign mercantile establishment in Yokohama, 1861. Japan Through 
American Eyes: The Journal of Francis Hall, Kanagawa and Yokohama. 


the Shogunate was "threatened by foreign 
arms from without and by anarchy and 
civil war within." 

Yet the pleasure of this enormous work 
lies in its depiction of the ordinary. Hall is 
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at his best when writing of Japan at work 
and play. Instead of patronising, he com- 
pares Japanese behaviour favourably with 
the US — noting that Japanese children 
possess pocket money, remarking that the 
public "exhibited no brutality of feeling 
and even less levity than would be witness- 
ed at a public execution at home" and ap- 
plauding the hospitality he constantly re- 
ceived when out riding beyond Yokohama. 
Read Hall to be entertained on sumo, horti- 
culture, the theatre, fire-fighting and Japan- 
ese festivals. 

Leaving Japan in July 1866, Hall notes 
regretfully that "those were after all, saw, 
golden years of my life." Yes, indeed, but 
since Hall was now both wealthy and a 
confirmed globetrotter, perhaps Notehelfer 
has additional volumes up his sleeve. 


m Roger Buckley 


Roger Buckley teaches the history of interna- 
tional relations at International Christian Uni- 
versity in Tokyo. 





Words of War 


Japan At War: An Oral History by Haruko 
Taya Cook and Theodore F. Cook. The New 
Press, New York. US$27.50. 

Winners in Peace: MacArthur, Yoshida, and 
Postwar Japan by Richard B. Finn. 
University of California Press, Berkeley. 
US$35.00. 











There is a schoolgirl in 
an Agatha Christie novel 
who complains that history 
is quite different in different 
books. Her teacher replies, 
wisely, “That is its charm.” 

“Fascination” might be a 
better word, as these two 
books demonstrate. Both 
are carefully written, well- 
rooted in sources, and seri- 
ous in addressing funda- 
mental questions regarding 
Japanese history during and 
after World War II. Winners 
in Peace presents a conven- 
tional, slightly smug version 
that applauds the wisdom 
and restraint of MacArthur 
and Yoshida in — allegedly 
— setting Japan on the road 
to economic power and 
glory. Japan at War presents 
an entirely different vision, 
full of pain, violence and 
sorrow, and scathing in its 
tacit condemnation of rulers who not only 
treated their people like beasts of burden, 
but who have since sponsored a mass de- 
nial regarding what happened and who 
was responsible. 
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. The official story ap- 
pears in Richard Finn's 
Winners in Peace, a career 
diplomat's bland, care- 
fully understated ac- 
count of US-Japanese 
reconciliation after 1945. 
Finn follows politics at 
the top, where Mac- 
Arthur, Yoshida and 

; their lieutenants cau- 

: tiously reformed Ja- 
pan, while rebuffing 
all those, be they 

. Americans or Japan- 

. ese, who sought fun- 

<- damental change, Le. 
the dissolution of the 
monarchy. That the 
Cold War played a 
vital role in this is 
barely suggested. Nor 

is there much sense of 
politics as involving 
power, interests and hierarchy, the very fac- 
tors that Yoshida's Liberal Democratic Party 
has manipulated so successfully for 40 
years. Finn’s tone is that of the British colo- 
nial proconsul, confident that his deals with 
the local headman are wise and righteous, 
and not troubling much about questions of 
justice, legitimacy and responsibility. 

These are the very issues that permeate 
Japan at War, a graphic, sometimes horrify- 
ing compilation of accounts by some 60 
Japanese — plus a few Koreans and Okina- 
wans — of what befell them from the out- 
break of the China "incident" to the end of 
the Pacific War. 

Troops in China and the South Seas, 
slashing at helpless captives with swords 
or bayonets; women at home, terrified of 
family disaster if their menfolk are killed; 
workers at a poison gas factory, lied to 
about the dangers they face; teenage stu- 
dents, dragooned into useless war work by 
an arrogant military; liberal journalists, 
brutalised by the thought police; a sixtyish 
kamikaze widow, still trapped in the year 
1945; and always the exaltation of war over 
peace, warriors over civilians, and death 
over life itself. Here are events invariably 
ignored today by those who shrug off 
Japanese aggression as a mere t 
and who explain the Japanese "miracle" 
terms of civic consensus and eif discióine 

The testimonies, culled from some 250 
interviews conducted in Japan in 1989-91, 
attest to the authoritarianism of wartime 
Japan: a ruthless insistence on obedience, 
total control of news and information, os 
an obsession with “glorious death,” 
matter the costs or benefits. 

-. Conscious brutalisation reached its 
peak in the Army, particularly in China, 
where the decapitation of prisoners be- 
came “normal.” "I personally severed 
more than 40 heads," states an ex-intelli- 
gence officer who, after 13 vears in Soviet 








MacArthur and Yoshida rebuffed those 
who sought drastic change. Winners in 
Peace: MacArthur, Yoshida and Postwar 
Japan by Richard B. Finn. 


and Chinese captivity, 
now lives in Tokyo. 
Atrocities were encour- 
aged by a sense of ra- 
cial superiority mixed 
with tremendous pres- 
sure for victories and a 
belief that war permit- 
ted no restraints and 
no limits. A new lieu- 
tenant "didn't want 
to disgrace [him|self,” 
when ordered to de- 
capitate a Chinese 
prisoner. Having 
done so, “I felt some- 
thing change inside 
me. I gained strength 
somewhere in my 
gut," he said. 

Three words do- 
minate the testimo- 
nies: power, violence 
and embarrassment. 

Power: of fathers over children, teachers 
over students, bureaucrats over citizens, 
officers over subordinates, and — in theory 
— the emperor over every Japanese. Vio- 
lence: by police against dissidents, and by 
the imperial Army, first in China, and then 
in the South Seas, where it did not hesitate 
to repress the colonial peoples it had "lib- 
erated." And embarrassment: the key to so- 
cial control, by which every Japanese feels 
the threat of disgrace, humiliation and os- 
tracism from the racial community. 
a Leonard Bushkoff 


Leonard Bushkoff has served as a consultant 
at the Pentagon. 





The New Venice 


Creating Single-Party Democracy: Japan’ S 

Postwar Political System edited by Kataoka 
Tetsuya. Hoover InstituHon Press, Stanford. 
US$17.95. 


The year 1992 saw un- 
precedented political fer- 
ment in Japan. The Tokyo 
Sagawa Kyubin scandal 
ended the political careers 
of Shin Kanemaru and 
Noboru Takeshita, two of 
Japan's most powerful 
politicians, and resulted in 
the destruction of the 
Takeshita faction, which 
has called most of the shots 
in the ruling Liberal Demo- 
cratic Party (LDP) for 20 
years. 

New grassroots political 
parties and movements 
have sprung up as support 
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both within the LDP and the opposition 





for Kiichi Miyazawa's cabinet in Neo P. 
opinion polls has fallen below 15%. At the 

same time, new groupings claiming to rep 
resent a new kind of politics have appeared 













Reform Forum 21, a break-away gr 
led by Ichiro Ozawa and Tsutomu Hat 
expresses generational impulses tow 
reform that are shared by young re 
sentatives from other LDP factions. Oza 
and Hata may also be contemplating ex 
otic alliances with opposition members in 
the run-up to this year’s general election. 

Public disgust with politics and politi- 
cians, however, also extends to the opposi- 
tion parties, where there are many signs of ©- 
upheaval. The largest opposition group, = 
the Japan Socialist Party (ISP), may not be 
able to count on its traditional base of sup- 
port in the Sohyo public sector labour un- 
ion, which is merging with its former rival 
confederation, Domei. a 

Sirius — the new opposition political . 
grouping led by Eda Satsuki, is analogous 
in some ways to the Ozawa-Hata group in 
the LDP. It is drawing support from first- 
term members of the Japan Socialist Party 
(ISP) as well as from Eda's tiny Shaminren 
(Social Democratic Federation) party. 

These events are seen by analysts and 
participants as portending the breakdown 
of what Japanese call the “1955 System" — 
which had become an eternal, ritualised 
political standoff between the ruling LDP 
and the ISP. 

"This is the beginning of the end of the 
1955 System," explains Katsuya Okada, a 
Lower House member of the LDP who 
joined the breakaway Ozawa/Hlata group...» 
After a transitional period that will last... 
three to five years, Okada says, neither the 
LDP nor the jsp will exist in their present > 
form. : 

Creating Single-Party Democracy is a pre= 
scient and iconoclastic examination of the 
roots of postwar Japanese politics which 
both anticipates and explains the phenom- 
ena taking place in Japanese politics today. = 

"Japan's domestic political system was 
a creature of the Cold War and of Ameri- ux 
ca's Cold War policies in particular,” ac- 
cording to Kataoka Tet- 
suya, a senior research fel- 
low at the Hoover Institu- 
tion at Stanford Unive 
sity. Kataoka suggests 
that the end of East-West 
global confrontation has 
left Japan’s 1955 System 

“teetering on the edge of 
disaster.” 

Individual contribu- 
tors to this volume focus 
on various distinctive fea- 
tures of the formation of 
this political system from 
the end of the war 
through the early 1960s. = 
They stress the contradic E 
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policy in the formation of this system more 
than all standard accounts, and challenge 
the newer readings of revisionist critics. 
Kataoka derides Japan experts Clyde 
Prestowitz and James Fallows for knowing 
“only today’s Japan.” 
“They seem to have no idea of the part 
US policies toward Japan played . . . or the 
.. reasons for those policies,” Kataoka writes. 
. “In railing at Japan's ruling party, . . . these 
< critics are chipping away at the tip of a 
© huge iceberg whose submerged portion 
^ they scarcely comprehend. Now that the 
|. iceberg seems to have begun slowly drift- 
.. ing away... they should know precisely 
c what they have been attacking, and why.” 
If Japan's 1955 political system is rooted 
= in the international politics of the Cold 
= War, it is reasonable to ask whether that 
= System is likely to survive the end of that 
-global confrontation, and whether this also 
mplies an unravelling of the logic behind 
the US-Japan Security Treaty and the war- 
renouncing 1947 Constitution. 
i The JsP, after the Korean War, defined 
(5 itself mainly in opposition to Japanese 
... rearmament and global alignment with the 
US, while the LDP itself, in Kataoka's 
words, "exists to maintain the US-Japan 
security tie by containing the jsp.” This was 
accomplished through extensive accommo- 
dation and collusive exchanges with the 
opposition, which are largely responsible 
for the apparent inconsequentiality, irrel- 
. evance and ritualised drama that pervades 
-- Japanese parliamentary politics. 
"Karel von Wolferen [author of The 
Enigma of Japanese Power] would find [Ja- 
<= pan’s] seemingly ‘stateless’ condition enig- 
matic,” Kataoka writes, but "Japan's 'state- 
-..' lessness' was after all a mirage maintained 
by the Cold War." 
“Politics of accommodation and collu- 
-sion also mask the deep divisions within 
-the ruling party on international policy and 
security issues. 
When former US secretary of state John 
'oster Dulles tried to enlist Japan in the 
“global effort to contain communism, pro- 
“Soviet or neutralist members of the JsP be- 
“came strong supporters of the anti-military 
Clause in the 1947 Constitution imposed by 
- MacArthur during the occupation. 
. One wing of the newly amalgamated 
LDP, led by Shigeru Yoshida, cooperated 
With the socialists to defend the 1947 Con- 
stitution against the designs of the ruling 
party's nationalist wing, which sought re- 
armament and full participation in the re- 
gional collective defence system that Dulles 
wanted to create in the Pacific. 
_ The Yoshida group embraced long-time 
.US ambassador Edwin Reischauer's new 
"historical model for Japan. Instead of the 
feudal aggressor state which had been the 
subject of US occupation policies, Kataoka 
writes, "Reischauer's Japan was a happy, 
presentable, modernising democracy," 
























geopolitical position, osten- 


which still, however, “carried the cross” of - 


its militarist tradition. This model of a 
modernising but still potentially suspect 
Japan was "unsurpassed as an ideological 
sanction for a lightly armed merchant state, 
a modern-day Venice," Katao- 
ka says. 

Since then, Japan has 
occupied an anomalous 



























sibly aligned with the West, 
enjoying the status of a 
major US ally, but excused 
from any direct contribu- 
tion to regional security 
beyond hosting US bases 
and forward-deployed 
forces. 

This "free ride" on 
defence has been derid- 
ed by revisionist critics 
such as Prestowitz and 
Fallows. Kataoka suggests | 
that the Gulf War showed | 
that the new Venice is de- | 
ficient, and that the , 
movement toward consti- | 
tutional revision and po- | 
litical realignment now , 
set in train will soon 
bring Japan's Venetian | 
interlude to an end. 

m Robert Delfs 


Robert Delfs is a correspond- 
ent for the Review in Tokyo. 





Bilateral Blues 


US-Japan Alliance Diplomacy 1945-1990 by 
Roger Buckley, Cambridge University Press, 
Cambridge. US$49.95, 


As the Clinton administration charts its 
course in Asian waters, America’s new for- 
eign-policy helmsmen would be well- 
served to read US-Japan Alliance Diplomacy 
1945-1990. In these days of heated clashes 
between the charter members of the Nip- 
pon-loving Chrysanthemum Club and the 
"Evil Empire II" School of Japan bashers, 
Roger Buckley's work emerges as a care- 
fully argued, balanced study of US-Japan 
diplomatic relations from SCAP (Supreme 
Commander for the Allied Powers) to SH 
(Structural Impediments Initiative). This 
short book "charts how the two principal 
antagonists of the Pacific War repaired 
their differences and set about creating an 
improbable but yet enduring relationship." 

Now more than ever this relationship 
stands, in the oft-repeated words of former 
ambassador Mike Mansfield, as "the most 
important bilateral relationship in the 
world — bar none." As Buckley shows, 
what has changed in this relationship is the 
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Tokyo's foreign policy debut: 
A Cambodian greets Japanese 
peacekeeping troops landing 
at Kompong Som. 


US focus — from its overwhelming Cold - 
War-driven concern regarding military se- 
curity to America's present trade war- 
fuelled emphasis on economic security. 

Buckley explains that US Government 
disappointment with Japanese trading 
practices has a long history. For example, 
there is nothing remarkable about the US 
secretary of state informing his ambassador 
in Tokyo that "Japan imports few products 
from [the] US which are competitive with 
Japanese industry" while "Japan exports 
few products to [the] US which are 
not competitive with US in- 
dustries" except that the 
author is John Foster 
Dulles, writing over 35 

years ago. 

To Buckley, the 
true "turning point in 
American thinking 
toward Japan" came 
as early as the textile 
negotiations of 1969- 
71. The sun had set 
on the days of the US 
happily providing 
wide-open US mar- 
kets for Japanese ex- 
ports in exchange for 
extensive military 
bases in Japan for 
American Gls. 

Buckley makes 
masterful use of US 
Government materi- 
als and other sources. 

He writes with a historian’s sense of conti- 
nuity and understands the elusive role of 
personality in the diplomatic arena. 

Thus Gen. Douglas MacArthur wins 
praise for a successful occupation policy in 
which “the consistency and determination 
to remake Japan .. . was the work of a 
singular man.” On the Japanese side, prime 
minister Nakasone’s “attention to foreign 
policy issues" is lauded — "Not without 
some justification was Nakasone able to 
boast . . . that, ‘before I became prime min- 
ister, Japan was involved in international 
economic affairs. After | became prime 
minister, Japan became committed to 
world political affairs.” 

In future, Buckley argues, economic 
issues will continue to weigh heavily on 
US-Japan relations. As for foreign-policy 
formulations, he believes that "Tokyo is 
still a follower and an uncertain one at 
that" as evidenced in 1990 when Japan 
moved to aid the multinational effort 
against Iraq with all the speed of a Noh 
drama. 

Buckley may be too pessimistic. Japan 
is gradually and deliberately making larger 
foreign-policy contributions. In October 
1992, for the first time since World War II, 
Japanese defence forces encamped in an 
Asian country as participants in a UN 
peacekeeping effort in Cambodia headed 
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by a Japanese diplomat and heavily fi- 
nanced by Japanese donations. 

While it is always difficult to read the 
political tea leaves, troublesome residue in 
the relationship continues to brew. To the 
extent that the US remains Japan’s most 
effective “opposition party,” painful struc- 
tural change (whether beef and citrus lib- 
eralisation, “Toys R Us” store openings or 
an eventual opening of the rice market) is 
perceived as the inevitable result of gai-atsu 
or foreign pressure on the Japanese politi- 
cal system. Professor Buckley provides 
policymakers with the kind of diplomatic 
history they can draw on, in Secretary of 
State Warren Christopher's words, to 
"steer clear of the reefs of recrimination." 

m John D. Woodward 


John D. Woodward writes on Asian politics from 
Bangkok. 





Disney-san 


Re-made in Japan edited and with an 
introduction by Joseph J. Tobin. Yale 
University Press, New Haven. LS$27.50. 


We have heard quite enough about 
Japan's productivity. Let us consider Ja- 
pan's equally prodigious consumption. 
This is what Joseph Tobin invites us to do 
in this excellent collection of papers which 
consider "everyday life and consumer taste 
in a changing society." 

Taste is an economic fact. In shaping a 
sense of self, what people consume is just 
as important as what they produce. Indeed, 
"having neutralised the once-formidable 
economic power of the West through pro- 
duction and exports, the Japanese are now 
domesticating the suddenly vulnerable 
West by buying it." 

But not only through capital invest- 
ment. A much greater amount is spent 
buying cultural prestige and through con- 
spicuous consumption. Luxury goods from 
all over the world pour in. Ball players, 
jazz musicians, even ex-presidents are 
brought to Tokyo and paid to perform. 

Since this enormous outlay is devoted 
to shaping the Japanese sense of self, the 
purchases must be domesticated, turned 
Japanese in various subtle or blatant ways. 
In his paper on Japanese shoppers in Ha- 
waii, Fumiteru Nitta shows us how at this 
early stage the process occurs. 

The Japanese tourist makes the foreign 
product familiar by transforming it into 
something Japanese. The local mandatory 
(macademia nut chocolates spell "Hawaii" 
in Japan) is allied with the foreign obliga- 
tory (Gucci from Waikiki spells "Foreign 
Travel"). These are turned into talismans 
(the Japanese world for souvenirs, omiyage, 
refers to "shrine box") which bring home 
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the benefits of elsewhere. 

The cultural reading is tricky, however. 
For years Johnnie Walker Black meant For- 
eign Travel and was domesticated under 
that reading. When the distillers cut their 
shelf price, however, they downgraded 
their omiyage image. If it no longer cost a 
lot it was no longer a talisman. Now all 
Japanese bring back Chivas Regal. 

Jeffrey Tobin, working in a Japanese- 
style French restaurant in Hawaii, writes 
of domestication seen close up. Japanese 
tourists really wanted Ameri- 
can-French since this was more 
"authentic." But what they 
actually insisted upon was 
being "photographed with 
their American waiter 
who, like the lobster and 
beef, was a valued com- 
modity." 

In Japan, domesti- 
cation is even more 
extreme. James 
Stanslaw writes 
of the (mis)use 
of English in 
Japan. The 
average Ja- 
panese uses 
3-5,000 loan- 
words, 
about 10% of 
the daily vo- 


cabulary. People today are experimenting 
with their language and writing systems 
“just as they did with Chinese a thousand 
years ago.” 

Domestication, not accuracy is the aim. 
A new language is being formed and 


though the “patronising, ethnocentric 
point of view ... with which Americans 
collect favourite examples of Japanese 
malaprops posits that a mistake is being 
made,” this is not so. Digestion is occur- 
ring. One perhaps best experiences these 
various stomach rumblings, as Millie 
Creighton points out, in the Japanese de- 
partment store. Here foreign merchandise 
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is made familiar by giving it “meanings 
consistent with Japanese cultural practice.” 

One of the results is that mass domesti- 
cation exoticises what is traditionally 
Japanese. Critic Isamu Kurita is quoted as 
saying that “we now look at our tradition 
the way a foreigner does, and we are be- 
ginning to love it.” 

In this way “Western goods and prac- 
tices have helped define the Japanese by 
delineating what Japan is not.” This truth 
is most spectacularly demonstrated in 

Mary Yoko Brannen's excellent paper on 

cultural construction at Tokyo's Dis- 
neyland. 

The Disney folks had 

wanted to put in a Samurai 

Land and a Momotaro Ex- 

press, but the Japanese 

owners would not allow it. 
"We wanted," said their 
spokesman, "Japanese visitors 
to feel they were taking a for- 
eign vacation." 

The reason for Tokyo Disney- 
land's success is that the "recon- 

textualisation of Western simulacra 
demonstrates that the Japanese dif- 
ferentiate their identity from the West 

in a way that reinforces their sense of 
cultural uniqueness or superiority, or 

what we might call Japanese hegemony." 
This form of "cultural imperialism" oper- 
ates by continually reinforcing the distinc- 
tion between Japan and the outside world 
by keeping the exotic truly exotic. 

It is doubtful that those Japanese hap- 
pily shaking the hand of Mickey Mouse 
know what is going on, or would care if 
they did, but this kind of discriminating 
domestication has long been a way of local 
life. Nancy Rosenberger, writing of West- 
ern images in Japanese home style as re- 
flected in popular magazines, notes the 
connection with status searching. 

"The aspiring classes are made up of 
workers on a daily treadmill." These have 
high hopes but little chance of change and 
so, "unable to make fundamental transfor- 
mations, magazine readers are encouraged 
to define themselves through redundancy 
— covering the already covered by end- 
lessly repeating the Western motif." 

In fact, however, ^what the Japanese 
government is heralding as ‘a new state in 
consumer demand' is the production of 
individuals with needs that can be satis- 
fied only by consumption." But it is a sin- 
gular consumerism. 

As editor Tobin writes, it transcends all 
conventional notions of extravagance. To 
make sense of "one-hundred-dollar canta- 
loupes, five-thousand-dollar business din- 
ners, or fifty-thousand-dollar weddings, 
we must set aside conspicuous consump- 
tion and turn instead to the logic of 
potlatch.” m Donald Ritchie 


Donald Ritchie writes on the arts from Tokyo. 
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Trading in Tea 


Art, Tea, and Industry: Masuda Takashi 
and the Mitsui Circle by Christine M. E. 
Guth. Princeton University Press. US$29.95. 


Collectors, as the epigram to this book 
reminds us, are the last feudal lords. Yet 
most studies of Asian art ignore the world 
beyond the objects, as if ceramics, calligra- 
phy and lacquerware were somehow di- 
vorced from life. 

In Art, Tea, and Industry, Christine Guth 
sketches the relationship between art and 
society in Japan 100 years ago. Great for- 
tunes were made with the opening of the 
country to foreign trade and the headlong 
rush to industrialise. Much of this new 
wealth found its way into the art world, 
for reasons that ranged from aesthetic de- 
light to snobbery and greed. 

Guth focuses on Masuda Takashi, a pas- 
sionate collector of Japanese antiquities and 
for nearly 40 years a senior member of the 
Mitsui trading and industrial group. 

The son of a government official, 
Masuda was one of the few English-speak- 
ers in the first years of Japan’s foreign 
trade. After a brief stint in government, 
he parlayed his linguistic skills and a 
facility for numbers into a job as a clerk for 
an import-export firm. A few years later, 
in 1876, the 28-year-old Masuda became 
one of the founders of the Mitsui Trading 
Co. 

Masuda's collecting in some 
respects echoes the growth 
of Mitsui and the other 
zaibatsu after the 1868 Meiji 
Restoration. His pursuit of 
artistic objects was passion- 
ate and avaricious, driven by 
a mixture of connoisseurship, pa- 
triotism and a desire for social accept- 
ance. 

Masuda specialised in chanoyu ("hot 
water for tea"), objects used in the Japa- 
nese tea ceremony. Redefining the tradi- 
tion, he incorporated Buddhist objects — 
formerly considered taboo — as well as 
"found objects" such as a saddle and a bro- 
ken drum core into the famous tea cere- 
monies he hosted. 

Masuda's impact on the tea ceremony 
ranks with that of the great tea masters. 
That a businessman could have such an 
influence testifies to Masuda's aesthetic 
sensibility and to the revolutionary 
changes that Japanese society was under- 
going at the end of the 19th century. 

Indeed, the upheavals that accompan- 
ied Japan's modernisation were a windfall 
for collectors. Masuda and his circle not 
only had the money to buy the finest art, 
but were also fortunate to have a huge pool 
of art to choose from. 

An 1868 decree to limit the influence of 
Buddhism forced priests to return to the 
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lay world and saw Buddhist objects re- 
moved from Shinto shrines. Many of these 
treasures ended up for sale, often by de- 
frocked monks. Other antiquities were sold 
by landed nobles, either due to impover- 
ishment or because they wanted to turn 
their cultural assets into cash to invest in 
trade and manufacturing. 

In addition to the more conventional 
motives for art collecting, a process of so- 
cial legitimation was also at work among 
Japanese trader-collectors. Upstart busi- 
nessmen were anxious to appear as more 
than money-grabbing merchants and 
sought a connection with the more refined 
aspects of Japanese culture. Masuda's well- 
attended annual tea ceremonies were de- 
signed in part as a showcase for this cul- 






16th century hot water pitcher in lacquered 
wood; carp-shaped wooden pot hanger. 
(Taken from Mingei, Masterpieces of 
Japanese Folkcraft, Kodansha Publications.) 


tural sensitivity. 

The collecting of the so-called Mitsui cir- 
cle was also couched in patriotism. Masuda 
and the other collectors of his day claimed 
that they were preserving Japan's cultural 
heritage from the depredations of foreign 
collectors. 

This fascinating, well-illustrated book 
would have benefited from more informa- 
tion about Masuda’s life outside of the tea- 
house. The tension inherent in Japan's en- 
try into the modern world while seeking to 
reclaim its past through art is not touched 
upon. We learn too little about Masuda as 
a businessman and almost nothing about 
him as a person. m Mark Clifford 


Mark Clifford is the Review's industry corre- 
spondent. 
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Love-Snacks 


Kitchen hy Banana Yoshimoto, translated 
from the Japanese by Megan Backus. Grove 
Press, New York. LIS$14. 95, 


Banana Yoshimoto’s heroine loves food. 
And why not? Yoshimoto seems to know a 
lot about food and wrote Kitchen while 
working as a waitress. 

But Yoshimoto’s book is no more about 
food than The Old Man and the Sea is about 
fishing. Kitchen, the title story, opens with 
Mikage Sakurai, an orphaned woman- 
child slumped beside a refrigerator, trying 
to explain to herself what she cannot en- 
dure — the long-ago deaths of her parents 
and the death three days ago of her 
guardian grandmother. The kitchen is the 
only room in the empty apartment 

Mikage can stand. She pulls in her 
futon and sleeps, “wrapped in a 
blanket, like Linus.” 

Sleeping on the tiled kitchen floor 
is her first step towards a concilia- 
tion with the world. The second step 
happens in another kitchen, that of 

the Tanabe family. That kitchen, with 
its bright warmth and undemanding 
normalcy, becomes her sanctuary and 
means of deliverance. Cooking for the 
Tanabes reconnects Mikage to others. Eat- 
ing reconnects her to herself. 

As the book begins the family deaths 
have broken Mikage and she does 

not know how to heal herself. She 
cannot, at first, directly confront 
the pain of her losses or allow 
others to discuss them with her. 
What she can do is engage her- 
self with simple things she can 
control, like tomatoes and onions 
and pieces of pork. She shops. 
She chops. She bakes. Then she 
offers her creations as the manifested life- 
affirming goodness in herself. 

Food is a habit, E. M. Forster said, that 

“draws characters together, but they sel- 
dom require it . . . They hunger for each 
other, as we do in | life; but our equally con- 
stant longing for breakfast and lunch does 
not get reflected." 

In Kitchen, Mikage's longings for break- 
fast, lunch and late-night snacks do get re- 
flected. Her appetite improves by the page, 
as does her spirit. Yoshimoto, who tells her 
story in a quiet, sure voice, perverts the 
plot in ways both outlandish and entirely 
credible given Mikage's losses and lonely 
life. But the book does not reach for effect; 
each event, dream and observation flows 
as naturally as milk from a bottle. 

The second (and much shorter) novella 
in the book, Moonlight Shadow, is a self-con- 
sciously bizarre story about how the fan- 
tastical insinuates itself into the mundane. 
Like Kitchen, Moonlight Shadow chronicles 
the effects of loss on a young woman and 
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narrates her movement from paralysing 
grief to something else, perhaps a battered 
acceptance of life. 

Unlike Kitchen, the second story is hard 
on the reader and is faintly derivative of 
South American miracle writing. It con- 
tains more Japanese colour than Kitchen, 
but less charm. m Jay Shaw 


Jay Shaw runs the Hongkong and Taipei offices 
of The Princeton Review. 





Samurai Says 


Gai-Jin hy James Clavell. Hodder & 
Stoughton, London. £16.99. 


James Clavell’s latest addition to his 
“Asian Saga” is a book only in the techni- 
cal sense. Instead, it bears an uncanny re- 
semblance to a mini-series script. Weigh- 
ing 1.4 kilograms in the hardback edition, 
with approximately 600,000 words cram- 
med into 1,019 pages, the term blockbuster 
accurately describes what would happen if 
you dropped this book. 

Given its size, Gai-jin's scope is extreme- 
ly narrow. Set mainly in and around the 
European settlement in Yokohama against 
a power struggle between Japan's Torana- 
ga Shogunate in Yedo (modern Tokyo) and 
the ambitious Satsuma clan of Kagoshima 
in Kyushu, the action takes place precisely 
between 14 September 1862 and 16 Janu- 
ary 1863. 

Featuring various Struans of Tai-pan and 
Noble House provenance, Gai-jin contains the 
now-conventional broth of treachery, beau- 
tiful women, dashing European military 
officers, stupid or lecherous other ranks, 
scheming French, American and British 
merchants, honourable or savage Japanese, 
wily Chinese, a typhoon, various forms of 
"exotic" sex, gun-running, an earthquake, a 
major fire and a rampaging coffin. 

The script-like essence is contained in 
both the unceasing dialogue and the "sets" 
on which the action takes place. Further- 
more, there are no great "cast of thou- 
sands" scenes to which the reader may feel 
entitled. While this interior, and often noc- 
turnal, construct makes sense cinemati- 
cally, it does little to encourage the turning 
of pages. 

The dialogue, freighted with anachro- 
nisms and solecisms, is often dreadful. 
Random extract: "My God, twenty cannon 
and expert gunners could easily close 
Shimonoseki, and if that happens we're in 
dead trouble. That's the quickest and only 
safe way here." 

"Ay! The Inland Waters are a must, by 
God." 

Gai-jin also breaks new ground, for ex- 
ample, by putting the phrase "stupid berk" 
into the mouth of a mid-Victorian Royal 














Navy admiral. Other howlers include a 
reference to the yet-to-be-invented machine 
gun and torpedo and a shaky understand- 
ing of military ranks, terms of address, etc. 
Meanwhile, Asians spout such Charlie 
Chanisms as "I am a person of the Middle 
Kingdom and of course superior," or 
strings of florid obscenities. 

On the odd occasions the book's char- 
acters actually stop talking, the action tends 
to switch to confused sword-flashing, 
shuriken-hurling skirmishes between vari- 
ous groups of samurai, ronin, shishi and 
bakufu — ner punctuated by 





the shishi-battle cry sonno-joi (honour the 

emperor and expel the barbarian). 
Nevertheless, Gai-jin is almost certain to 
draw a wider readership — or audience — 
than any other book in this Books Special. 
However, whether a virtually day-by-day 
account of a four-month period in Japan- 
ese history is likely to have the impact of 
some of Clavell’s earlier books is doubtful. 
m Gavin Greenwood 


Gavin Greenwood is a regional editor on the 
staff of the Review. Pr ene, 





Yen’s Re venge ; 


Silent Thunder by Peter Tüder Koditisha 
International, Tokyo and NewYork. 2,900; 
US$20. À ; 








world came to Tokyo. Silent Thunder is 
Tasker's second take on the city the world 
found. The first, Inside Japan, was non- 
fiction; the second, like Michael Crichton's 
novel, Rising Sun, might best be described 
as non-fictional fiction; albeit without the 
heavy political content. 

Tasker captures all the themes of the 
late 1980s: the rise of Japan's financial 
might, the culture of salaryman dedication, 
and the love hotels and nightlife of the 
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Ginza and Akasaka that are the business- 
man's escape. Less benignly detailed are 
the arcane and bloody machinations be- 
neath this grey and grey-suited surface: the 
furtive alliances between gangsters and 
businessmen, and the pathology of ultra- 
nationalism. Never mind the implausible 
plot; this introduction to Japan is much like 
being trapped in a pinball machine, bom- 
barded by noise and sensation with little 
time between attacks for analysis. 

The central figure of Silent Thunder is a 
private eye called Mori, condemned by his 
days as a student radical to a career in 
the cracks of Japanese soci- 
ety. The assignment 

that forms the 

launching pad of 
this novel comes 
from the bewil- 
dered parents of a 
young Ministry of Fi- 
nance bureaucrat who 
find it hard to believe 
that their son has killed 
himself by plunging to 
his death from a hotel 
room in one of the city's 
many entertainment dis- 
tricts. 

That apparent suicide, 

needless to say, is in fact mur- 
der; a murder connected (not 
altogether logically) with a 
complicated rightwing con- 
spiracy. Its aim is to turn Japan away from 
its secular, materialist ways by manipulat- 
ing the world's foreign exchange and fi- 
nancial markets, driving the dollar up so it 
can wreak havoc on enemies and then 
driving it down with a vengeance. 

The principal battlefield is a research 
centre near Mount Fuji, which belongs to 
one Nippon Infosystems and is presided 
over by Iwanaga Sensei, the Mishima-like 
founder of the company, who, "Mori 


=. remembered, had been calling for the for- 


mation of a yen-based economic bloc in 


-- Asia" 


‘As\the novel proceeds it gets bloodier 
and the. deaths multiply: a property specu- 
lator, Land- -san, is assassinated; an aged 
wonfan in a home for old people kills a 

“monk's threatening Mori with a croquet 
mallet; and there are the usual bodies be- 
ing hurled off buildings, the assorted stab- 


~ bing’ and the ritual disembowelment on a 
In the 1980s, says Peter Tasker; ihe. 3 


rock facing Mount Fuji. Too many charac- 
ters are dispatched in too little time for the 
reader to fret unduly. 

Silent Thunder is not meant to be taken 
seriously, despite the fact that it is a com- 
pendium of all the major currents of late- 
1980s Japan. But precisely because its 
themes are so predictable, the book is easy 
to put down. m Henny Sender 


Henny Sender is the Review's finance corre- 
spondent. 
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TRAVEL. DISCOVER HOW DIFFERENT WE ARE. AND HOW VERY MUCH ALIKE. 


The magic of flight makes the world seem smaller, the possibilities larger. There are endlessly 


fascinating places tO expl re, ideas to examine, pet ple to meet, opportunities CO pursue. Go, 
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Asia and Alcatel. Worldwide « 


From Indonesia to China, India to Thailand 
and Malaysia to the Philippines, we are helping 
to provide solutions in communications systems. 

This involves digital switching, intelligent net- 
works, PBX, mobile communications, microwave 


links, optical submarine cables and rural 


communications. To date, over 38 million 
telephone lines are installed or on order 
throughout the region. 

As part of Alcatel Alsthom, we believe that 
the best solutions stem from a combination of 


global experience and local understanding 








munications systems in action. 


(hich is why our 134,000 employees work in 
ose partnership with our customers in more 
an 110 countries. 

And through these partnerships we are 
ping to bring people together. Both within 


sia and with the rest of the world. 


ALCATEL 


Number one worldwide in communications systems. 


Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 
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Wireless Shoot-Out 


ew products have been as anticipated 
as Apple Computer’s Newton hand- 
held computer. Scheduled to be un- 
veiled within a few months, the Newton is 


. billed as the first of a category of comput- 











ers that Apple chief executive John Sculley 
calls personal digital assistants. 

Although Newtons will come in several 
versions, all models are to offer mobility, 
user-friendliness, intelligence and the abil- 
ity to communicate. Apple's challenge has 
been how to implement these in a box cost- 
ing US$500-1,000. 

Providing the ability to communicate is 
particularly difficult. The need for mobility 
means that communication must be wire- 
less. But radio, the best-known form of 
wireless communication, is 
expensive, power hungry 
and entangled in red tape. 
So Apple had to look for 
another technology: New- 
tons will communicate us- 
ing infra-red signals. 

Two companies domi- 
nate the infra-red wireless- 
communications market. 
One is Apple's partner in 
Newton production, Sharp 
of Japan. The other is 
Photonics, a subsidiary 
of Apple. Each com- 
pany has a different 
approach to the tech- 
nology, and Newtons 
will take advantage of 
both. 

Infra-red communications are familiar 
to most of us in the form of the handheld 
remotes used to control household appli- 
ances. For obvious reasons, this form of 
infra-red is known as “point-and-shoot.” 
Sharp specialises in this type of device, and 
the company is one of the world’s leading 
suppliers of infra-red emitters and detec- 
tors for remote controllers. 

As with so many technologies, infra-red 
derives largely from military applications. 
For example, jet engines of aircraft gener- 


, ate copious quantities of infra-red radia- 


tion, and heat-seeking missiles use sensors 
to home in on such targets. Infra-red tech- 
nology is also used in special eyepieces that 
enable troops to see heat-emitting enemies 
in the dark. 

Photonics' speciality is "diffuse" infra- 
red. Devices equipped with this type of 
transceiver do not need to be pointed in 
any particular direction. They are used in 


By Bob Johnstone 


offices where ceiling-mounted reflectors 
bounce the signals. 

The corporate market is a natural for 
wireless, both to enable better worker mo- 
bility and to eliminate the tangle of cables 
that infests the floors of most offices. Dif- 
fuse infra-red can be used in open-plan 
rooms of up to 275 square metres. 

Photonics developed diffuse infra-red 
technology for incorporation in wireless 
versions of local-area networks (LANs). 
Such networks allow members of a work 
group to communicate with each other 
spontaneously. Diffuse infra-red also en- 











Infra-red technology links Sharp's Wizard to other devices. 


ables wireless access to facsimile machines, 
printers and other resources. Diffuse infra- 
red is a high-speed technology that can 
transmit 1 million bits of information a sec- 
ond. 

Point-and-shoot infra-red can manage 
only about 20,000 bits a second, which is 
fast enough to send faxes but too slow for 
use in LANs. A second drawback is that the 
technology only works over short dis- 
tances. At present, it can manage about à 
metre, though Sharp hopes to extend this 
to eight metres in the next few years. 

Nonetheless, point-and-shoot has uses. 
Incorporated into a handheld bar-code 
reader, it can be used to do inventory con- 
trol. No need for bulky, unreliable me- 
chanical connections, as all a worker has to 
do is walk up to a computer, point the box 
and zap the button — and in goes the data. 

Sharp has also added infra-red commu- 
nications to the latest versions of its Wiz- 
ard electronic organiser, which in many 
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ways is the Newton's immediate precur- 
sor. This enables the organiser to commu- 
nicate with other devices such as personal 
computers and printers to download or 
upload information. 

The one edge the Japanese-developed 
technology has over its US rival is cost. It is 
priced at about a third as much: US$50 à 
node, compared with US$150. But even 
diffuse infra-red is relatively cheap — 
about half the price — when compared 
with radio, the other main type of wire- 
less-communication technology. And both 
types of infra-red use far less power than 
radio, a crucial consideration for battery- 
driven machines such as the Newton. 

Diffuse technology is also free from in- 

terference, of both the electro- 
magnetic and bureaucratic 
varieties. In the US, manufactur- 
ers of microwave-radio 
equipment must ap- 
ply for a licence from 
the Federal Com- 
munications Com- 
mission (FCC) be- 
fore they can allow 
their products to be 
used 

In addition to microwave, the FCC has 
released three other chunks of the 

radio spectrum for commercial use. 

The trouble is that the most accessible 

of these is used for everything from 
vehicle locators to garage-door openers. 
As a result, the frequencies are often 
clogged and prone to interference from 
other sources. 

In most countries, radio-frequency 
bandwidth is scarce; in some, such as South 
Korea, it is impossible to get. Conse- 
quently, “people are trying to avoid the 
regulatory issues of radio," Photonics 
president Gary Hughes says. 

Infra-red technology can be used with- 
out asking the government's permission 
anywhere in the world, Hughes points out. 
It is immune to interference — which 
makes information carried by it error-free 
— as well as to electronic eavesdropping. 

But as even Hughes concedes, infra-red 
will never replace radio in many applica- 
tions. The technology may be ideal for 
communications within an office, but since 
infra-red cannot penetrate walls, it is un- 
able to connect a whole building. 

Radio will also remain the technology 
of choice for longer distances. In technol- 
ogy, one size does not necessarily fit all. m 
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9.50 Making Cogeneration and Alternative Energy Schemes 
Happen in Asia 
Peter Wollschlegel, General Manager, Engineering and 
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BANKING 


More for Less 


The Asian Development Bank is coming under increasing 
pressure to improve its performance. America’s opposition to a 
capital increase sets it in direct conflict with Japan. 


By Henny Sender in Manila 
he Asian Development Bank (ADB) 
| was considering a request last year 
from the Malaysian Government for 
a loan to pay for the Sarawak portion of a 
project to build a highway across Borneo. 
But there was a problem: the road threat- 
ened the habitat of the Sumatran rhino- 
ceros, an endangered species of which 
there are thought to be only a few living in 
Borneo. , 

Under pressure from environmentalists, 
the bank raised the rhino issue with Kuala 
Lumpur — and received short shrift for its 
concerns. The Malaysians threw the ADB 
out of the project and went on to start 
building the highway without the bank’s 
money. 

The reaction of ADB officials to Malay- 
sia’s rejection says much about why the 
institution came under fierce criticism at its 


26th annual meeting in Manila at the be- 
ginning of May. The fact that the ADB did 
not lend money for the road project is a 
matter of regret among members of the 
ADB's staff, but not because it failed to in- 
fluence the siting of the road. “We have 
never killed a project,” notes one senior 
Japanese official of the bank. “We are a 
development institution, but we are also a 
bank. We have got to look for customers.” 

The Japanese official was implying that, 
for the bank, the loan itself was what 
mattered, not the purpose it was meant for. 
To the ADP's critics, this kind of comment 
is symptomatic of an institution that is 
more preoccupied with its own well-being 
than with helping poor countries to deve- 
lop. 

For these critics, the new US$160 mil- 
lion building into which the ADB moved 
last year has become a symbol of the ma- 
laise. The annual meeting was the first op- 
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portunity for many visiting shareholders 
to inspect the ADB's new headquarters. Del- 
egates wandered wide-eyed, their footfalls 
on marble echoing round cavernous corri- 
dors. Akira Nambara, one of the Japanese 
central bank's five executive directors and 
a former member of the ADB staff many 
years ago, told colleagues he was appalled 
at the opulence of the edifice. 

Much of the toughest criticism does not 
come from borrowers or from outside pres- 
sure groups, but from the US, the ADB's 
largest shareholder, on a par with Japan. 
For more than 10 years, the bank and its 
sister organisations around the world have 
come under attack from Republican ad- 
ministrations in Washington. US officials 
have questioned some of the fundamental 
assumptions of the ADB, arguing that mul- 
tilateral aid agencies should concentrate on 
nurturing the private sector and not lend 
to governments. 

But if ADB officials had hoped for a 
softer approach from the new Democrat in 
the White House, they were disappointed. 
The American representative to the board 
of governors, Jeffrey Shafer, told the meet- 
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ing that the US aes the ADB’s request 
for a near-doubling of authorised capital to 
US$46 billion. The bank “need not — and 
it cannot — go on rapidly increasing its 
lending year by year,” he said. 

Shafer's hard-hitting speech is unlikely 
to be America’s definitive word on the sub- 
ject. He had to return to Washington im- 
mediately after speaking to attend hearings 
to confirm his appointment as Treasury 
assistant secretary for international affairs. 
The Clinton administration is preoccupied 
with more pressing financial issues, such 
as aid to Russia. 

But America’s opposition to a capital 
increase sets it against Japan, which 
strongly supports the bank’s call for more 
resources. "I have a high regard for the vig- 
orous efforts that the bank has made to 
restructure its organisation,” said Yoshiro 
Hayashi, Japan’s Minister of Finance. 

Without the expansion, says the bank, it 
will run out of money for new loans by the 
end of next year. If the capital increase 
were agreed upon by the 53 shareholder 
countries, they would be asked to contri- 
bute only US$1.2 billion, with the rest of 
the increase regarded as callable equity. 
The Abb’s charter limits loans and invest- 
ments to the level of its authorised capital 
and reserves. So a capital increase of the 
size proposed by the ADB would enable it 
to lend an additional US$30 billion. 

The US rejected the proposed capital 
increase and suggested that a 21% increase 
in lending to US$4.8 billion this year was 
not needed. American officials have even 
proposed that loans should be reduced to 
a “sustainable lending level,” which would 
mean placing a ceiling on loans of about 
US$3.7 billion a year, somewhat below the 
1992 total of US$4 billion. 

Shafer noted that "the pay-off in deve- 
lopment terms from projects has slipped 
somewhat” and called on the ADB to focus 
more on improving the quality of loans 
rather than expanding the quantity. "We 
would like to see more emphasis on 
achieving a high development return on 
the portfolio and less on expanding it,” he 
told the meeting. 

The bank itself admits that the quality 
of its loans has been declining. Figures 
show that the number of "unsuccessful" 
projects has risen from zero in 1983-86 to 
11 in 1990, two in 1991 and five in 1992 (see 
chart). The long-run success rate of all 
evaluated projects has also been falling, 
from 67% in 1988 to 60% last year. 

The reasons for the deterioration in 
quality are unclear, judging from the ADB's 
annual report, which appears to suggest 
that the decline is because of "external fac- 
tors" rather than poor management by the 
bank. The decline in the success rate is due 
to "projects becoming increasingly com- 
plex and a larger number of projects being 
in countries where institutional constraints 
and lack of resilience to deal with external 
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factors had adversely affected project per- 
formance," the report says. Bank officials 
note that the projects evaluated were 
picked randomly and included many 
"soft" and socially oriented ones, rather 
than solid infrastructure programmes 
where success is more easily achieved. 
According to the ADB, the loan prob- 
lems are highly specific rather than gen- 
eral. Much lending is devoted to certain 
activities, such as livestock, fisheries and 
agriculture, where the failure rates are al- 
ways high. And there are some countries 
which are better at absorbing aid than 
others, officials say. Government counter- 
parties in the Philippines sometimes fail to 
come up with promised funds to match 
those from the ADB. The authorities in 
many South Asian countries are not 
strongly committed to the aid process and 
refuse to listen to outside advice from 
agencies such as the ADB, officials add. 


Number of post-evaluated projects 


But a Japanese official says that many 
of the problems have to do with the ADB 
itself. ^There are over-optimistic projec- 
tions. And we don't always learn the les- 
sons from past mistakes. We have a good 
post-evaluation department, but the ques- 
tion is how they are used." Now, the bank 
is transferring members from this depart- 
ment to work on planning projects. 

Some sections of the bank are barely 
functioning. The Private Sector Depart- 
ment, established in 1989 at the urging of 
the US, authorised only one loan last year, 
according to a member of the department. 

Reservations about how the bank oper- 
ates led Shafer to call at the meeting for an 
examination of the ADB’s portfolio. "In our 
view, the best approach would be an inde- 
pendent review to further demonstrate the 
institution's openness and transparency," 
he said. If approved, such a review would 
be the first of its kind. 

Senior bank officials, though, prefer the 


FAR EASTERN ECONOMIC REVIEW 





review to be eee by thes At 
Kimimasa Tarumizu, the bank’s presi 

has commissioned one of his three 
presidents, Gunter Shultz of German 

chair an internal task force which will 

mit its conclusions in six months. — — 

Japan, which effectively controls. the 
day-to-day running of the ADB, respond 
ambivalently to the American messag 
with its implied criticism of Tokyo. "T 
told your house is dirty is a great shania 
says the head of the bank’s strategic plan ? 
ning office, Shoji Nishimoto. 

Led by Nishimoto, the ADB has been By: 
ing to get its act together. The Japanese of- 
ficials who run the president's office and 
the big department controlling the bank's 
budget, personnel and management sys- 
tems have privately discussed how to im- 
prove matters. They share some of the US 
concerns — particularly about how hard 
some bank officials work. 





SNIHO DONIH 


Long-run Success 
rate of all evaluated 
projects (%) 


Still, reforms have been introduced only 
recently. It was not unti] 1991 that a strate- 
gic planning department was set up. And 
it was only two years ago that staff per- 
formance began to be monitored. Before 
that, "labour relations were the soft Asian 
way," says Osamu Tsukahara, the director 
of the Budget, Personnel and Management 
Systems Department. "There was no mar- 
ginal rating and no high rating. Now we. 
have totem-pole ranking according to merit 
and differential salary increases." 

This was the last annual meeting run - 
by Tarumizu, who will be replaced by the 
current Japanese vice-minister for Interna- 
tional Finance, Tadao Chino, in the next 
few months. Just before opening the meet- 
ing, Tarumizu told reporters he hoped for . . 
an agreement on the capital increase dur- 
ing the gathering. But by the time delegates 
took their first-class seats for flights out of 
Manila, that agreement was further away _ 
than ever. a 
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INVESTMENTS 


Dancing With the Bear 


South Korean firms forge ahead in Russia 


By Jeffrey Lilley in Moscow 

y choosing to be a sponsor of the 
Dynamo-Moscow Hockey Club in 
1991, South Korea's Samsung Elec- 
tronics picked a winner. Wearing jerseys 
emblazoned with Samsung’s name and 
logo, the club has won hockey champion- 
ships two years running. 

Samsung is also playing to win in Rus- 
sia. At a time when most foreign com- 
panies in the country and in other former 
Soviet republics are struggling to make 
ends meet, Samsung’s consumer-electron- 
ics ventures have found moderate success. 

Samsung executives say the company is 
on target to have its best year yet in the 
Commonwealth of Independent States 
(CIS). They expect revenue to 
surpass US$100 million this year, 
with purchases of TVs and vide- 
ocassette recorders making up 
more than 75% of sales. 

That is good news. Last year, 
Samsung’s sales plunged to 
US$50 million after Seoul 
stopped export credits to the CIS 
in late 1991 because of problems 
associated with paying back debt 
accumulated by the former So- 
viet Union. The company’s sales 
in the commonwealth totalled 
US$100 million in each of the 
preceding two years. 

Samsung is expecting even 
better results to come. In Febru- 
ary, it unveiled plans to set up a 
dealer network in 10 locations, 
the first of its kind in the CIS. 
Competitors say the plan is 
risky, but Choi Seung Chol, head 
of Samsung Electronics’ operations in the 
commonwealth, says: “I like to be aggres- 
sive. Activity is better than silence.” 

Choi's statement could be the credo of 
all South Korean companies in the CIS. 
Like Samsung, most South Korean com- 
panies have bounced back from a drop in 
sales after Seoul stopped export credits to 
the region. Now they are making names 
for themselves by pursuing opportunities 
in places where many other foreign com- 
panies see only a plummeting rouble and 
political uncertainty. 

"They view the current situation as a 
good opportunity to enlarge their sphere 
of activity," says Sung Hwan Son, an eco- 
nomics officer at the South Korean Em- 
bassy in Moscow. 

The strategy of South Korean com- 
panies is not without its hazards. The com- 





panies, which have been doing business in 
the former Soviet Union since 1989, have 
accumulated US$7 million in unpaid let- 
ters of credit from CIS partners. But while 
Japanese companies — with just US$1.4 
billion in unpaid credit — are shying away 
from developing further business, South 
Korean companies are forging ahead. 
Choi points out that Samsung's decision 
to set up a dealer network was made when 
prospects were at their bleakest. "Business 
was slow in 1992," Choi says, "and there 
wasn't much to do. But we had a lot of 
knowledge at our disposal, and we de- 
cided to develop commercial channels in- 
stead of relying on government credit." 
Daewoo, another of South Korea's big 
business groups, has also been assertive. 





Daewoo is set to make cars in Uzbekistan. 


The company supplies parts for the assem- 
bly of consumer-electronics products at 
plants in Russia and Kazakhstan. In March, 
however, it received authorisation from 
Seoul to invest US$100 million this year in 
the construction of a car plant in Uz- 
bekistan, the largest investment by a South 
Korean company in the CIS. The plant, 
which is due to start production in 1995, 
will make 180,000 vehicles annually. 
Daewoo will invest another US$45 mil- 
lion this year in consumer-electronic and 
textile joint ventures in Uzbekistan. In Rus- 
sia, the company plans to inject US$30 mil- 
lion into TV and videocassette-recorder fac- 
tories. And it plans to manufacture 5,000 
buses a year in the city of Khabarovsk. 
All told, Daewoo's US$175 million in- 
vestment plans for 1993 in the CIS dwarf 
by eight times the total amount of South 
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Korean investment there last year, just 
US$22 million. In the past, Daewoo con- 
fined itself to trade deals with CIS partners 
on a barter basis, buying raw materials to 
finance the purchase of its cars and con- 
sumer-electronics companies. The com- 
pany's investment plans for 1993 signal a 
departure from barter trade and a move to 
direct investment. 

In a sign of the importance that Daewoo 
places on expanding from its consumer- 
electronics base in the CIS, chairman Kim 
Woo Choong has taken a personal role in 
forging contacts among Russia, North Ko- 
rea and South Korea to push forward a 
plan to build a US$1.2 billion natural-gas 
pipeline that would reach from the repub- 
lic of Sakha in northeastern Siberia to the 
Korean peninsula. 

In addition to its consumer-electronics 

ventures, Samsung is making semiconduc- 
tors at a plant outside Moscow. And the 
company will invest US$20 million this 
year in a joint venture to make digital-tele- 
phone stations in northwest Russia. 

Underlying the blueprint for South Ko- 
rean companies operating in the 
CIS is a relatively rosy interpre- 
tation of the economic picture, 
especially in Russia. "The rouble 
may keep dropping, but busi- 
ness on the street is quite active," 
says Sunwoo Young Il, director 
of South Korea's trade office in 
Moscow. "Enough people are 
getting rich." 

Orders in the CIS are up for 
most South Korean companies. 
At a January trade exhibition in 
Moscow featuring manufactured 
goods, South Korean companies 
signed contracts totalling US$29 
million. A similar trade fair in 
the city in 1991 garnered USS4 
million in contracts. After a 
US$251 million drop in exports 
last year associated with the end 
of the South Korean Government 
export credits, trade officials in 
Seoul expect exports to the region in 1993 
to jump 47% to US$550 million. 

Daewoo's decision to build a car plant 
in Uzbekistan is the most dramatic sign 
of increased South Korean involvement in 
the CIS. Seoul's approval for this invest- 
ment underscores its interest in having 
South Korean companies establish a pre- 
sence in the commonwealth. Sunwoo of 
Seoul's trade office in Moscow advises 
South Korean companies "to make roots" 
and then wait. That way, “we can fish in 
travelled waters when things clear,” he 
says. 

One way South Korean businesses are 
forming roots is through investment in as- 
sembly and manufacturing operations. 
Another form of cooperation is technology 
transfers from Russia's military sector. 

In the hope of attracting aerospace 
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i SERRE that cannot be acquired from | 
_ the US or Japan, Seoul has sent several mis- | 
| sions of industry and governmental offi- - 
_ cials to Russia in the past year. Among the - 
| advances in joint aerospace cooperation 
|, are the development by Daewoo of a 
| pilotless helicopter for agricultural use and 
| work bv the company and the MIL Design 
| Bureau on a training aircraft. 


Cooperation with the military-industrial 


complex is allowing South Korean con- 
| sumer-electronics specialists and aerospace - 
| engineers to visit previously secret manu- | 
| facturing facilities in Russia. Sergei | 
_ Muratov, a specialist on trade with Asian - 
| countries at the Russian Ministry for For- - 
_ eign Economic Relations, says the exposure | 
| is giving South Korean companies a leg up | 
_ on companies from other countries. 


"The Japanese were here 10-15 years 


| ago," Muratov says. “They came to know | 
| | the market brilliantly. That was the time of : 

| the USSR, and the defence industry was in | 
_ state hands. Now, we have a new stage of | 
. cooperation, and the South Koreans are 
_ closer to the situation." 


If South Korean companies are bearing 


some of the fruits of closer cooperation |. 
_ with the Russian defence sector, they are - 
also becoming more acquainted with its - 
_ problems. One is the need for investment | 
; to make the enterprises more economically 
_ viable. Russian technology may be cheaper 
| than that licensed from the US or Japan, 
. but there are considerable costs associated 
| with modifying it for consumer uses. A 
| third drawback is the Russian defence 
| sector's unfamiliarity with mass produc- 
; tion. 


"There is a dire need to educate Rus- 


_ sians on the fact that while they have good 
| technology in the military-industrial com- 
_ plex, mass producing this technology is a 
| sophisticated technology in and of itself,” 
; Samsung's Choi says. 


Another obstacle that South Korean 


, companies face in the CIS is the chronic 
| shortage of hard currency. In their newest - 
| ventures, Samsung and Daewoo are count- 
| ing on selling portions of their production | 
_ for hard currency and on exporting to non- | 
| CIS countries. It is not clear, however, 
|, whether these goods will have a competi- 
| tive advantage in world markets. 


In private, South Korean executives in 


. Moscow chide one another about the riski- | 
| ness of their undertakings. But Sunwoo of | 
| the South Korean trade office is confident - 
| that their successes will outweigh failures 
| and that trade will continue to grow be- 
| tween South Korea and the CIS. 


Even the strong pull among some South 


. Korean companies to redirect resources out. 
| of the CIS and into China has not damp- | 
, ened Sunwoo's outlook. He says attention . 
| will eventually turn back to the CIS, where 
| market demand, technology and natural 
| resources are better suited to South Korea’s 
_ long-term interests. E 
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Share Float 


Torpedoed 


Peking puts damper 
on city's stock issue 


By Carl Goldstein i in n Urumqi, China mM 


t is the sort of scene China is growing 
accustomed to: The New Listing. Thou- 
sands of would-be investors stand out- 


. side the stock exchange for days on end. 
_ They spill onto the road, adding to the 


traffic chaos. With demand far exceeding 
supply, a furious kerbside trade in share- 


, purchase entitlements boosts the price of 


the stock by 100% even before its issue 


In Shanghai or Shenzhen, home of Chi- 


| na's two officially recognised stockmarkets, 


the scene would hardly raise eyebrows. But 
this is 3,500 kilometres inland in Urumqi, 


. capital of the Xinjiang Uygur Autonomous 


Region. The stockmarket fever sweeping 


other parts of the country has landed here 
, with a bang as cash- flush residents look 


for ways to keep up with inflation. 
And Peking is worried. The day before 


, the scheduled share distribution was to 


take place on 28 April, the State Council 


_ ordered a halt to the proceedings. The cabi- 
. net directive warned that officials would 
| be “sternly dealt with" for allowing state- 
, owned Hongyuan Investment Trust to is- 
sue Rmb 56 million (US$9.9 million) of 
| shares to the public. 


The issue would have been a first for 


| Urumai. It was aimed at breathing life into 
| the sleepy local stock exchange, which con- 
| sists of a handful of state companies that 


have issued internal shares, plus a few 


. bond issues. 


In the past two years, Peking has pre- 
vented other cities and provinces from fol- 


. lowing in the footsteps of Shanghai and 
| Shenzhen. Yet something more was at 
_ work this time. The spectacle of the central 
| government rushing to squelch an embry- 
| onic stockmarket in remote Urumqi — 


which locals proudly proclaim to be situ- 


ated farther from the sea than any other 
_ city in the world — indicated the depth of 
| its concern about the proliferation of unau- 


thorised cash-raising vehicles. 

The State Council order was aimed at 
protecting the sale of new bond issues from 
competition. Peking desperately needs 
funds for roads, power stations and other 


_ infrastructure projects. It also needs money 
| to make up for subsidies to financially ail- 
| ing state enterprises. 


As a result, provincial authorities have 
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In today's fiercely 


competitive corporate 
world, the impression your 
conversation makes is often 
as important as the job you 
do. To be listened to, your 
words must carry weight. 
Especially with your superiors 
and clients. That’s where reading 


The Asian Wall Street Journal 


will make all the difference. 


The Asian Journal provides fresh 
facts and insights on regional and world 
events. Covering everything from 
technology, marketing and banking, to 
world politics and policy and so much more 


you won’t find in your local newspapers or 


anywhere else. 


Hong Kong: (852) 573-7121 
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So you'll never be at a 
loss for words, or fresh topics 
of conversation. But whether 
the issues are local or global, we 
look at them from an Asian 
perspective. As a result, 
7296 of our readers 
are Asians from 
every corner of the 


The 


women who've reached key 


region. men and 
positions in an incredibly diverse 


range of professions. 


Why not take advantage of our special 
rates and subscribe now. You'll enjoy a signi- 
ficant saving off the newsstand price. With 


a little help from The Asian Wall Street 


Journal you can talk your way to the top. 


(60-3) 781-3011 Taiwan: (886-2) 371-0312 
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ad to return to the old practice of forced 
surchases of government treasury and 
nterprise bonds. Li Hongbo, a Planning 
-ommission official in Urumqi, says his 
rganisation was deducting up to 10% of 
itaffers’ wagers for bond issues. Such man- 
latory purchases were not necessary last 
rear, he says, as the promised 10.5% inter- 
st rate was enough to draw buyers. 

But with inflation already rising to wor- 
isome levels — China's urban inflation 
was an annualised 15.7% in the first quar- 
er of this year — that rate was considered 
oo low, and voluntary bond sales 
lumped. This phenomenon is being re- 
"eated pis m China. 


eking cut short this investor's joy. 


Peking on 27 April also suspended un- 
iuthorised equity or bond issues in several 
ther places, including Shanghai and 
lenan, Fujian and Shandong provinces. 
jut the timing of the state council action 
vas clearly aimed at Urumqi, as the capi- 
al-raising exercises in the other localities 
iad occurred earlier. 

Whatever the rationale, the move dis- 
ippointed tens of thousands of would-be 
nvestors in Urumqi. Outside the stock ex- 
hange, just up the road from the sleepy 
onfines of the Institute of Socialism, 
rowds engaged in a university of the 
treets on stockmarket practices. Self-pro- 
laimed experts declaimed on the ins and 
uts of trading stocks. Nor was it strictly 
‘ducational: the kerb market value of the 
hare purchase certificates rose to nearly 
imb 4 from Rmb 1.80. 

The novice investors appeared confi- 
lent the share price could only go up. 
tanding outside the stock exchange, a 
"unter who gave his name only as Zhao 
onfidently explained that "in overseas 
tockmarkets, new shares always rise for 
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the first year. It's only in the second vear 
that they begin to fall." This proclamation 
was greeted with approving nods by many 
onlookers. 

Even after the state council order punc- 
tured the bubble of expectations building 
up on the street, large crowds continued 
for more than a week to throng the envi- 
rons of the stock exchange. Trading went 
on, albeit at lower levels, as optimistic in- 
vestors chose to believe the issue would 
eventually proceed. 

Hongyuan, which set off the fuss, was 
established in 1988 as a separate unit under 
the leadership of local branches of the Peo- 
E Bank of China, the central bank, and 
the People’s Construction Bank of 
China. The company appears to 
function as a sort of bank within a 
bank. At the end of September, it had 
deposits of Rmb 600 million and 
outstanding credit of Rmb 576 
million. 

In a listing announcement in the 
Xinjiang Daily News on 17 April, the 
company said it intended to planned 
to raise Rmb 315 million from public 
and private sales of shares to expand 
into property development, the 
securities business, tourism and 
trade. The public issue was to be 
18% of the total, with the rest of the 
shares being offered to other state 
enterprises in Xinjiang. 

The Hongyuan issue had briefly 
promised to revive a lacklustre mar- 
ket. There are only three companies 
on Urumqi's s board, and their pres- 
ence is mainly ceremonial. Their 
shares are intended for internal dis- 
tribution, though some have found 
their way onto the grey market. The 
other listings are a dozen or so bond 
issues from a number of Xinjiang govern- 
ment agencies. 

Enterprise shares are considered, 
probably unwisely, a better investment. 
“The company promised that its annual 
return would range from 18-26% in the 
next three years," says Planning Commis- 
sion official Li, as he proudly displays two 
certificates granting him the right to buy 
1,000 shares. 

Well, not exactly promised. In the list- 
ing announcement, Hongyuan said an ac- 
counting concern, another arm of the re- 
gional government, had projected that 
“barring unforeseen circumstances" its an- 
nual return on capital would be in this 
range. Hongyuan further projected that net 
income would rise to Rmb 75 million by 
1995 from Rmb 51 million this year. (The 
company neglected to mention what its 
profit was last year.) 

Despite the Hongyuan fiasco, Urumqi- 
based punters were not entirely bereft of 
good news. They can still look forward to 
an impending satellite link-up with the 
Shanghai stock exchange, set for 20 May. m 
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Alarm Bells 


ter Paul Keating's against-the-odds 

election victory, the promises of 
steady economic recovery received a se- 
vere jolt on 4 May. The blow came from 
figures which showed the current-account 
deficit swelling to a 29-month record in 
March. 

Although these were only one month's 
numbers — portrayed as a rogue result by 
the government — they revived the spec- 
tre of Australia’s old bogy, a balance-of- 
payments crisis. The local currency 
dropped 1% on the news, to A$1.43 to the 
US dollar. 

Seasonally adjusted, the March current- 
account gap was A$2.] billion (USS1.5 bil- 
lion), compared with A$861 million in Feb- 
ruary. Most of the damage was done by a 
surge in imports, which rose 16% from a 
month earlier to a record A$5.4 billion. Ex- 
ports, which had been growing healthily, 
dropped 7% to A$4.7 billion. - 

Most analvsts saw the size of deficit as 
a warning to the government that there is 
no room for complacency about the bud- 
ding recovery. It was the second-largest 
deficit ever, and the highest since January 
1990. 

Earnings from wool, now only 35% of 
exports compared with 13% five years ago, 
fell 8% in March as prices continued to 
slide. On the import side, one of the growth 

categories was capital goods that may 
contribute to the economy's pick-up. But 
. overall, the upward trend in imports has 
(S. become a cause for concern. Analysts warn 
-that the government must avoid a replay 
- of 1989, when then-treasurer Keating 
.. imposed high interest rates to curb domes- 
-tic demand — thus triggering the reces- 
sion. 
: The recovery is still tentative. The 
= government predicts 2.5% GDP growth in 
1993, down from the 3% forecast in Au- 
gust. À report by American rating agency 
Standard & Poor's adds that "a return to 
an acceptable 4% growth still seems to be 
"over a year away." The Treasury never- 
< theless claims that the recovery is broad- 
- ening, with rises in» business investment 
and manufacturing output. Unemploy- 
ment remains high, however, at around 
1196. 

Further evidence of a patchy upturn 
appears in other indicators. Average 
weekly earnings (including overtime) in 
-the three months to end-February rose 

3.296 from the preceding three months. 
Consumer prices, meanwhile, climbed 
. 0.956 in the January-March quarter, push- 


BH arely two months after Prime Minis- 


























ing the annual rate to 1.2%. 


Figures for new-housing approvals - 
were also positive; approvals increased by 
1.6% in March from February on a season- | 
s sta- 
tistics bureau and the Housing Industry | 


ally adjusted basis. The government's 


Association both noted, however, that the | 


rate of increase is starting to slow. The up- 


ward trend has been attributed to cuts in : 


mortgage rates over the past year. 


Less positive was a report by ANZ | 
Bank, one of Australia's leading commer- | 
cial banks, showing that national savings - 
fell by AS5 billion in 1992. ANZ chief execu- | 
tive Don Mercer called for immediate ac- | 
tion to boost national savings “so that Aus- | 
tralia can pay for future investment and 2 


jobs without a further blow-out in foreign 





debt.” 


Indeed, the bank's report showed that | 
foreign debt rose by A$28 billion in 1992. It : 
now stands at A$170 billion, equivalent to - 
43% of GDP. If Australia is to meet its fi- | 
nancing needs, the report says, it must raise | 


national savings by A$20 billion a year. 


The inflation upturn, rising demand for - 
imports and a need to restore savings all | 
point to caution on interest rates, currently | 
at 5.25% on deposits; one prominent econo- | 


mist nevertheless forecasts a cut to 4.75% 
or even 4.25% in the medium term. 
Meanwhile, the Foreign Investment Re- 
view Board, adding to the impression of 
fragility, reported that investment approv- 
als fell 17% in 1992 to A$6.7 billion. The 
Japanese, who have been big investors in 
tourism and real estate, led the retreat. 


= Jacqueline Rees | 
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PROJECTS 


Growing 


Pains 


Indonesian growth zone 
makes patchy progress 


: By ux pomum - ^ Batam —— Mune Saale 


| A SS of dignitaries empties 
| onto the tarmac at Batam Island's 
little-used airport. At the head of the 
group, which includes five Indonesian 
cabinet ministers and a bevy of other offi- 
cials, is a short, ebullient man wearing a 
straw hat and a white safari suit. He is Min- 
ister of Research and Technology B. J. Ha- 
bibie, leading yet another trip to the free- 
trade zone in a bid to attract investment. 
|, . Welcome to Batam, Indonesia's attempt 
| to clone Singapore, just 20 kilometres tc 


i$. the north. On Batam, which is two thirds 
: the size of Singapore, wages are less than 


| half those in the island republic, and la- 
| bour is plentiful. 
| After a drive across the largely unde- 
| veloped jungle island, the virs' first stop is 
; the showcase Batamindo industrial com- 
| plex. The industrial park is a joint venture 
_ between Salim Group, Indonesia's largest 
, business combine; another company, 
. Bimantara, controlled by President Su- 
harto's son Bambang Trihatmodjo; and Sin- 
gapore Government interests. 

As a presentation by a Batamindo offi- 


| cial drags on in mind-numbing detail 


| about power generation and housing ca- 
. pacity at the industrial complex, a Habibie 
aide abruptly orders him off the stage. Up 
steps the research and technology minis- 
; ter, who tells the dignitaries that much of 
_ what they have just heard is outdated. 

|. Following a meeting in Jakarta four 
. days earlier with Philip Yeo, chairman of 
Singapore's Economic Development Board, 
Habibie says, he has decided to relieve 
Batamindo of its responsibility for provid- 
ing electricity to factories and housing for 
. workers. He says state-owned utility PLN 
| will soon be supplying power to the com- 
plex, guaranteeing that electricity rates will 
be no higher than in Singapore. The Minis- 
try of Public Housing is to take charge of 
housing. 

Habibie's performance testifies both tc 
his ability to cut through bureaucracy and 
to the influence that Singapore has on 
policymaking for Batam. But his impres- 
sive display cannot obscure a mixed record 
in stimulating growth on Batam in the 15 
| years since he assumed responsibility for 
| its development. 

Singapore authorities are particularly 
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oea | that the island is in PAN of 
losing its competitive edge as a result of 
rising labour costs. The free-trade zone has 
the highest minimum wage in Indonesia 
and escalating land-rental prices. 

“Batam cannot be seen in isolation,” a 
Singapore official says. “It must be seen in 
comparison with its major competitors, in- 
cluding the [special economic zones] in 
China and export-processing zones in 
Vietnam, India and, of course, Thailand.” 

The. problem, the official says, is that 
the world has changed so dramatically 
since the big marketing push for Batam 
took place four years ago in Singapore. 
"The problem that Batam faces in 1993 
compared to 1989 is the sea change in atti- 
tudes toward foreign investment in the re- 
gion," he says. "Changes lin Indonesia] 
have not kept up with changes elsewhere." 

Some Indonesian officials are heeding 
the message. Says Gunawan Hadisusilo, 
assistant to the chairman of the Batam In- 
dustrial Development Authority and Ha- 
bibie's chief assistant for the island: "I think 
our government has to deregulate, im- 
prove infrastructure [and] give more incen- 
tives if we want to compete.” 

- One problem in developing Batam 
comes from Indonesia’s 30-year limit on 
land leases. Many foreign companies have 
chafed at this restriction, especially in Sin- 
gapore, where some investors say they 


were misled when they bought residential 


property on the island. The decision of the 
Batam Industrial Development authority to 
raise rental prices by more than 30% ear- 
lier this year added to the unhappiness 
about land policy. 

While Singapore officials and business- 
men say Indonesia is too stingy with its 
inducement, some critics in Indonesia say 
their government is too generous. Umar 
Juoro, a researcher with the Society for Po- 
litical and Economic Studies, says Batam's 
development has had few benefits for the 
local population. He also complains that 
crime and prostitution are increasing on 
the island. 

Nonetheless, the Batamindo industrial 
complex, officially inaugurated by Suharto 
and Singapore Prime Minister Goh Chok 
Tong in April 1992, is the most convincing 
evidence yet that Batam may be ready to 
live up to its promise as a low-cost assem- 
bly site for Singapore companies. In 1992, 
exports from the island more than doubled 
from a year earlier to US$564 million 
thanks in part to shipments from Bata- 
mindo. 

"Batam is an ordinary island like many 
others in Indonesia," Habibie says in an 
interview. “The only advantage is that in 
front of Batam is Singapore." 

A German-trained aeronautical engi- 
neer who is close to Suharto, Habibie is 


BFCE IN 1992 


Under the chairmanship of Michel 
Freyche, the Board of Directors of BFCE 
closed the accounts for the financial year 
1992 during the meeting held April 7, 
1993. 


Sustained activity despite difficult 
economic conditions 


During 1992, BFCE confirmed the high 
level of activity it had maintained in 1991. 


Consolidated net banking income amoun- 
ted to FRF 2,066 million, up from FRF 
2,041 million in 1991. This advance, which 
was slowed by the sovereign risk defeasance 
program, resulted from sustained growth (5 
percent on a comparable basis) in the 
Bank's market activities, which now 
account for 85 percent of net banking inco- 
me. This performance well illustrates the 
complementary nature of the various busi- 
ness activities now offered by BFCE : the 
income progression recorded in money and 
capital market operations and in internatio- 
nal banking, for example, helped the Bank 

. to overcome the adverse effects of the eco- 

.. nomic downturn on commercial banking in 
France. 


A NEW EARNINGS 


best-known for his advocacy of. a 
spending on hi-tech, capital-inten 
projects as a way of bolstering Indone 
economic development. He overse 
sprawling empire of state-owned 
panies that includes Southeast Asia's lar 
est steel mill, Indonesia's largest shi | 
an aircraft-assembly plant, a nuclea 
search laboratory and electronics « 
panies. CHE 
Habibie's prominence was strengthened 
in a March cabinet reshuffle that resulted - 
in the sidelining of advocates of more tra-- 
ditional macro-economic policies. He 
hopes that Batam will be Indonesia's cor- 
ner of a "growth triangle" with Singapore 
and the Malaysian state of Johor. The idea 
is that the island's low wages will lure in- 
dustry being driven out of Singapore by - 
high labour costs. The concept of a regional 
growth triangle has been embraced by po- 
litical leaders since 1989. a 
Batam is already Indonesia’s third-larg- - 
est tourist destination. Last year, more than 
600,000 tourists visited the island, more 
than 10 times the number in 1986. But Ha- 
bibie and other policymakers want to see ^ 


Batam develop as a manufacturing centre. = 
Gunawan of the Batam Industrial De- :0 
velopment Authority says US$3.8 billion ^. 


has been invested on Batam since 1972, 


when Japanese trading company Nissho a 


INCREASE 


Variation (95). | 





CONSOLIDATED INCOME (FRF millions) 1991 1992 

Net banking and other income 2 041 2 066 + 1 
Operating income before provisions 871 696 + d 
Net income, Group share 115 137 +19 
TOTAL CAPITAL (COOKE Standard) (FRF billions) 5,6 6,6 * 18 





With operating expenses at the same level 
as in 1991, gross operating profit grew by 
nearly 4 percent, to FRF 696 million. 


Higher income, with a strengthened 
financial base 


Net allocations to provisions were FRF 410 
million in 1992, down from FRF 530 mil- 
lion the year before. While allocations to 
provisions for specific risks were significant- 
ly higher, FRF 360 million versus FRF 299 
million in 1991, as a result of the weakened 
economic situation, allocations to provi- 
sions for sovereign risks dropped sharply to 
FRF 50 million, from FRF 231 million in 
1991, due to the beneficial effects of the 
defeasance program. The coverage ratio for 
the sovereign risks remaining on Bank 
books increased nevertheless to 60 percent, 
including coverage for the countries of the 
former Soviet Union whose risk coverage 
ratio in 1991 had been only 35 percent. 


After supplemental allocation to general 
provisions of FRF 120 million for contin- 
gencies, and FRF 50 million to the Fund 
for General Banking Risks, consolidated net 
income, Group share, rose to FRF 137 mil- 
lion, representing an increase of 19 percent 
over the previous year. 


In addition, the revaluation of a portion of 
the Bank’s real estate holdings generated a 
FRF 640 million capital gain which, 
without passing through'income, was allo- 
cated directly to total capital. Following 


adjustments, total capital increased by near- | | 


ly FRF 1 billion, amounting to FRF 6,6 bil- : p 
lion at December 31, 1992, The Bank's |. 


Cooke ratio at year-end 1992 stood at 8.6 | 
percent. 
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development. Of this amount, the govern- 
ment has invested US$650 million, while | 
foreign investors have put in about US$11 
billion. The balance has come from Indo- 
nesian private investors. 

Most of Habibie’s manufacturing ven- 
tures, such as the state-owned shipyard, 
sell products into the protected domestic 
market, prompting some analysts to argue 
that Habibie’s fascination with technology 
has blinded him to the harsh economic re- 
alities of the international market. But the 
Batamindo industrial complex, where most 
operations are labour-intensive assembly 
ventures aimed at the export market, is a 
rare test of Habibie dealing with real-world 
competition. 

As of 31 December, 34 companies had 
invested US$119 million in facilities at 
Batamindo. Leading investors are Tele- 
mecanique of France with its US$22.5 mil- 
lion facility to make electronic components; 
Astra M. T. of Indonesia with its US$16.4 
million semiconductor-packaging and as- 
sembly plant; and AT&T of the US with a 
US$15 million telephone-assembly plant. 

Other investors are Philips of the Neth- 
erlands; Thomson of France; Epson, Sumi- 
tomo, Sanyo Energy and Shimano of Ja- 
pan; and Seagate and Smith Corona of the 
US. Most of these companies have opera- 
tions in Singapore and are using Batam as 
an assembly site. m 
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SCHOOL OF LAW 


ASSOCIATE PROFESSOR 
OR SENIOR LECTURER 
IN ASIAN LAW 


Applications are invited for the ion of Associate Professor 
or Senior Lecturer in the School of Law, The position is 
available in September 1993 
The School of Law is seeking to establish a substantial 
program of teaching {undergraduate and postgraduate) and 
research in the laws ele ga systems of Asian and Pacific 
countries. The appointee will play a leading role in promoting 
| the development of the Asian law aspects of this program. He 
: or she will be expected to teach at undergraduate and 
uate level within the program, to conduct research in 
is/her specialist field and to assist as required with 
. administration in the School. Teaching in other areas of the 
- School's curriculum may aiso be required. Applicants should 
- have significant expertise and experience in teaching and/or 
research in the laws of one or more Asian countries. 
. Experience in furthering the development of a substantial 
academic program at tertiary level is desirable. 
The appointee may be expected to serve a term or terms as 
. Head of School. Appointment will ba with tenure, or on the 
. basis of a contract (3 yrs wih provision for conversion 


- to tenure. 

` Salary is within the ra $60,475 - $AB6,625 for Associate 
Professor and $50,225 - A$57,913 as Senior Lecturer. 
Subject to the consent of the University, the Anota may 
undertake a limited amount of consultancy work 
Further particulars can be obtained from Ms s Susan meaty | | 
Head of the School of Law. Telephone (61 2) 697 224 
fax (61 2) 313 7209; telex A&26054. 


Applications close: 25th June, 1993. 
APPLICATION PROCEDURE 


| Details of the position and conditions of appointment 
. are available from Ms Pamela Brass, Senior 
University o! New South Wales, PO Box 1, (ensington, 
- NSW 2033, Australia. Tel: (81 2 887 9432; t (61 2) 3136561. 
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. Japanese investment, 


INVESTMENTS 


Trouble in Eden 


j nena economic slump is hitting home in Hawaii 


na hillside just west of Honolulu, 
with a million-dollar view of Pearl 
Harbour and Diamond Head, is a 


_ symbol of what has gone wrong in this 


tropical paradise. 


Three years ago, Japanese-owned 


| Chiyoda Pacific acquired 94 hectares of 


former sugar cane land and announced it 
would develop a USS50 million golf course 
and clubhouse, to be called the Makakilo 


! Country Club. Chiyoda Pacific planned to 


sell private memberships in Japan, but to 
appease residents grown testy towards 


. Japanese development, the company said 


it would allow the public to use the course 


| as well. 


In January, with the 18-hole course halt- 


| built and a posh two-storey clubhouse 


nearly finished, Chivoda summarily aban- 


: doned the project and closed its Honolulu 
_ office. Late in April, Honolulu-based Pan- 


Pacific Construction, a major contractor for 
the project, filed a lawsuit against Chiyoda 
for US$29 million in costs and fees. 

"Al I know is that one day they were 
here, and the next day they had returned 
to Japan," says Wilfred Nakakura, Pan- 
Pacific's presid ent. “I’m just waiting for my 
money." He says he has been assured of 
eventual payment, but the future of the 
project is unclear. 

The same goes for the rest of the 50th 
US state: Makakilo's plight only mirrors 
what has happened to the whole Hawaiian 
economy. In the late 1980s, a torrent of 


yen and cheap credit at home, swept over 
these mid-Pacific islands like a money- 
green tsunami, providing virtually all the 
state's growth. But the Japanese bubble 
burst in 1990, taking with it many of the 


| Japanese who had fuelled the boom — 


tourists and investors who often paid fool- 
ishly high prices for Hawaiian real estate. 
The state's economy has stagnated since. 
"The Hawaii real-estate market i is going 
through a period of re-definition,” says 
Andrew Friedlander, a property broker in 
Honolulu. “It’s looking for reality, values 
that make sense economically. The frenzy 
of the ‘80s wasn't reality-based. People 
who bought at those levels are being badly 


| burned." 


While it lasted, however, the frenzy ap- 
proached the preposterous. Tokyo billion- 
aire Genshiro Kawamoto toured residen- 

tial Honolulu in a rented limousine, stop- 
ping at houses he liked and offering star- 
tled owners cash for their homes. Kawa- 
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spurred by a strong - 


moto had accumulated 170 houses and 
apartments when Honolulu's feisty mayor, 
Frank Fasi, accused him of singlehandedly 
driving up property prices. Piqued, Kawa- 
moto took his billions elsewhere, but not 
before painting a colourful image of the 
Japanese investor. 

Partly as a result, a joke that later made 
the rounds of Honolulu's cocktail circuit 
was that the only residents unhappy with 
Japanese investors were those who had not 
sold to one. In capital-short Hawaii, “peo- 
ple are accustomed to selling to outside in- 
vestors,” says Michael Sklarz, research di- 
rector for brokerage house Locations. “Tf 
the price is right, it doesn't matter where 





they come from." 
During the booms, land prices along 


Kapiolani Boulevard, the main artery be- 
tween central Honolulu and the Waikiki 
hotel district, shot from about US5100 a 
square foot to more than US$400 (it is now 
back to around US$200), as primarily 
Japanese investors gobbled up sites for of- 
fice towers, retail centres and luxury con- 
dominiums. 

Then, as quickly as they had arrived, 
the floodwaters receded. Starting in 1990, 
Japan's banks raised interest rates, bring. 
ing foreign investment to a virtual halt. For 
Hawaii, the results were disastrous. Gross 
state product, which more than doubled in 
the 1980s, has gone flat in the last three 
years at just under US$30 billion. The un- 
employment rate, once the lowest among 


20 MAY 1992 


— RUE UI. 


US states, is climbing past 5% and ap- 
proaching the 7% national average. State 
legislators, accustomed to a surfeit of tax 
revenues, are slashing pet projects to avoid 
a first-ever budget deficit. 

Tourism, the state's biggest earner and 
the focus of Japanese investment, has fallen 
for three successive years, its worst per- 
formance since World War II. Real-estate 
prices — long the highest in the US — have 
plunged for the first time ever. In 1991, 
Honolulu's median house price dropped 
15% to US$330,000. In the city's trendy 
Kahala district, a Japanese favourite, prices 
fell as much as 50%, says 
Sklarz. 

They had a long way to 
fall, largely because Japanese 
"almost universally paid too 
much for their purchases," 
says Sklarz. "They reflected 
the balloon mentality that pre- 
vailed at home. And when the 
balloon burst there, it did here 
as well." 

Now, says Howard Steph- 
enson, chairman of Hawaii's 
largest financial institution, the 
Bank of Hawaii (assets: US$14 
billion), there has been wide- 
spread disinvestment among 
Japanese, particularly among 
the highly leveraged entrepre- 
neurial type that came in the 
late 1980s. What is more, it is 
occurring in all the major areas in which 
the Japanese poured their money. "There's 
a growing sense of insecurity in Japan 
about the future of their economy that's 
causing caution on all fronts," says 
Stephenson. 

Nittaku Investment bought Honolulu 
restaurant operator Spencecliff in 1986. The 
chain had 21 restaurants, some of them 
landmark establishments, but it was losing 
money. Nittaku, an experienced restaura- 
teur in Japan, set out to turn around the 
company. Today, Nittaku has whittled the 
chain to only six restaurants, but it still op- 
erates in the red. 

“We're determined to make the busi- 
ness work," says company executive Hugh 
Taira, "but the problems are worse than 
we expected." Significantly, of the 15 res- 
taurants Nittaku has shed, most were sold 
to other Japanese operators, and only one 
of those has re-opened. "I think the buyers 
decided they couldn't make money, ei- 
ther," shrugs Taira. 

Hawaii's biggest problems lie in its 
US$10 billion-a-year tourist industry, the 
state's major attraction to the Japanese and 
the focus of most of their investments. It is 
also the source of one-third of the state's 
obs. Of the estimated US$15 billion the 
lapanese have invested in the islands since 
1986, 80% or more has gone into hotels and 
ther resort properties. Japanese interests 
10w own almost two-thirds of Hawaii's 
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60,000 or so hotel rooms, and nearly all 
luxury accommodations. Most of this 
takeover occurred in the late 1980s. 

A series of blows has left the industry 
on the ropes. Visitor arrivals are forecast at 
6.6 million this year, down from 1990's 
record 7 million. The decline is a new ex- 
perience for Hawaii, and with most visi- 
tors coming from the US mainland, the lin- 
gering American slowdown gets most of 
the blame, but not all. 

The Persian Gulf war temporarily de- 
terred Japanese visitors, who account for 
20% of the total. Japan's recession has 





Grand Hyatt Wailea has financial problems. 


slowed the recovery of this market and, 
much worse, drastically cut travellers' 
spending. 

DFS Hawaii, a unit of the San Francisco- 
based DFS Group of duty-free operators, 
does 90% of its Hawaii business with 
Japanese visitors. Since 1990, annual sales 
have tumbled 40% to about US$300 mil- 
lion, mostly on a sharp drop in gift pur- 
chases. "It's a whole new market today,” 
says John Reed, DFS Hawaii president. 
“People in Japan are worried about their 
futures, so they’re hanging on to their 
money.” 

Adding to tourism’s woes was Hurri- 
cane Iniki, which last September smashed 
Kauai, the northernmost of Hawaii’s major 
islands. Some of the Kauai's largest hotels 
are still closed for repairs, hurting the in- 
dustry's performance statewide and divert- 
ing already stretched public and private 
funds to meet more than US$1.5 billion in 
recovery costs. 

The tourism slump has exacerbated the 
problems of Hawaii's biggest Japanese in- 
vestors, hotel owners. Explains Gerry 
Uyekubo, a vice-president in Bank of Ha- 
waii's international division: “Most of these 
investors are losing heavily from the com- 
bination of servicing huge debts incurred 
in overpaying for their properties and re- 
duced income from hotel occupancy rates 
that are running below the 70% break-even 
level." As a result, he says, the investors 
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are under mounting pressure from their 
banks at home to dispose of the properties. 
But with both the tourist market and 
economy still soft, this is easier said than 
done, even at bargain prices. Some banks 
are substituting equity positions for debt. 
The Industrial Bank of Japan has become a 
major owner of the Grand Hyatt Wailea 
Resort & Spa, at US$600 million Hawaii's 
most expensive hotel. 

But another Japanese bank, Mitsui Trust 
& Banking Co., is having trouble harness- 
ing one its big debtors, Azabu Building Co. 
In a typical public confrontation, Azabu's 
maverick chairman, Kitaro 
Watanabe, recently forced the 
bank's representatives off his 
board. Among other cost-cut- 
ting measures, they had tried 
to get him to sell five Hawaii 
hotels he acquired in 1986-87. 
Watanabe's Hawaii company, 
Azabu USA, is still the state's 
second-largest hotel owner. 

In Honolulu these days, 
conversations revolve around 
when things will pick up. “In 
every speech I make about the 
Hawaiian economy, I have to 
say something about when the 
Japanese are coming back," 
says First Hawaiian Bank chief 
economist Leroy Laney. "The 
trouble is, I don't know the 
answer. | think Japanese in- 
vestors will eventually come back to Ha- 
waii, but I don't know when." 

There are indications that some Japa- 
nese buyers are returning to Hawaii's real- 
estate market, but with a major difference. 
"These are shrewd, well-disciplined buy- 
ers," says Sklarz of Locations. "They aren't 
coming with their chequebooks in hand 
like they used to. They've got calculators 
in hand, and they're looking for nothing 
but bargains." 

Sales and prices firmed in 1992, but the 
recovery has turned anaemic this year. The 
median price for Honolulu houses has 
plateaued at about US$350,000, and con- 
dominiums at US$190,000 — still the high- 
est prices in the country. Explains expert 
Sklarz: "The market will be gradually, and 
grudgingly, improving over the next two 
years." 

But tourism remains the big worry. Visi- 
tor arrivals and hotel occupancy slipped 
further in the first quarter. Hawaii's legis- 
lature has boosted the state tourism budget 
by nearly 50% to US$30 million, but is 
deadlocked over where to place a long-dis- 
puted visitor centre. 

"These people have had it so good for 
so long they don't realise how serious 
things are," says a frustrated Richard 
Kellev, chairman of Outrigger Hotels of 


Hawaii, the state's largest hotel chain. “1 
hate to think of what it's going to take to 
convince them." E 
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MARKETING 


Post Haste 


Japan’s mail-order firms thrive while retailers sink 


By Louise do Rosario in n Tokyo 


hat does " wigless" hair lotion 
have in common with puppies 
and aluminium cooking utensils? 
All are big sellers in Japan's mail-order in- 
dustry, the bright star in the country's 
otherwise gloomy retail sector. 

Domestic mail-order sales — through 
catalogues, newspaper inserts, faxes and 
other media — rose 3.5% in the year to 31 
March, while department-store sales fell 
3.3%. But it is not just the current slump 
that makes mail order look good. 
Annual sales growth during 1982-91 
averaged 11.976, compared with 
4.6% for the retail sector overall. 

Mail-order marketing has bal- 
looned into a ¥1.8 trillion (US$15.5 
billion) business because of chang- 
ing Japanese consumers, particularly 
women. Seeking wider choices and 
lower prices, they are turning in- 
creasingly to mail-order and to no- 
frills discount shops and away trom 
department stores, which offer 
highly personalised service but at 
high prices often fixed to benefit 
manufacturers more than consum- 
ers. Mail-order firms concerns have 
responded, winning market share 
from the established retailers — and 
threatening to take more. 

Cecile, Japan's biggest catalogue- 
sales operator, is the best example. It 
sells panty hose, for instance, at Y50 
a pair and underwear pants at Y100 each, a 
fraction of the price at Wacoal and Gunze, 
two well-established brands. Since 1985, 
Cecile has boosted its share of the womens' 
underwear market to 1796 from virtually 
zero, while Wacoal's has dropped to 22% 
from 28%. 

Women are easy converts because 
many have already used other forms of 
non-store sales, such as door-to-door mar- 
keting and office presentations, primarily 
for luxury items like cosmetics, kimonos 
and jewellery. Indeed, many leading mail- 
order houses made their first mark in such 
women-oriented dirett sales. 

But now, more women are working and 
have little time to shop. Some 90% of all 
mail-order customers are female, most of 
them 30-60 years old. Securities analyst 
Miwako Ogasawara i is an example. "I have 
three children and a demanding job. I just 
don't have the time to do shopping," she 
says. 

"For working women," adds Harrison 

Bates, an analyst at W. I. Carr, "shopping 





is becoming a chore to be completed as 
efficiently as possible, rather than an en- 
joyable activity." 

Japanese mail order has taken off fairly 
recently, but it is not new. A century ago, 
big-city department stores like Mitsukoshi 
and Takashimaya offered mail-order serv- 
ices to rural customers. But the industry 
was dominated by poorly run, thinly capi- 
talised companies interested more in quick 
money than reliable service. Until 1976, 
there was no law to protect dissatisfied 
customers. 
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The industry got its big break in 1972, 
when the government ended a ban on di- 
rect sales through television, and later 
other media. "As customers get more in- 
formation from more sources, shopping by 


mail becomes more convenient," says Toru 
Manba, a director of the Japan Direct Mar- 
keting Association. 

Kyoto-based Nissen, which used to dis- 
patch “Nissen Ladies" to sell kimonos in 
offices, now prints a 600-page catalogue 
five times a year (or a total of 20 million 
copies), offering primarily female garments 
priced below ¥10,000. Osaka’s Senshukai, 
Japan’s second-largest mail-order house, 
started out marketing novelty goods at of- 
fices and schools, mostly to women. Its 
catalogue sales, started as late as in 1976, 
have boomed in recent years, and now ac- 
count for 74% of its total sales. 

The entry of big retailers seeking a slice 
of the growing market has also spurred the 
mail-order industry. Their presence has 
helped to improve the industry’s image. 
Catalogue sales are no longer the domain of 


FAR EASTERN ECONOMIC REVIEW 


small, obscure firms; department stores, 
supermarkets, trading companies and even 
airlines are doing it. Their glossy advertis- 
ing and prompt delivery have helped raise 
standards and cut complaints, to 200 in 1992 
from 900 in 1988, according to the Ministry 
of International Trade and Industry. 

But the industry appears ripe for a 
shake-out of its 1,200 to 1,500 firms, most 
of them capitalised at less than ¥10 billion. 
Says Ogasawara, who watches the sector 
for UBS Securities: “Because there are vir- 

tually no barriers to entry, the sector has 
attracted multitudes of small-scale opera- 
tors.” In this fragmented market, the top 
three — Cecile, Senshukai and Shaddy — 
have a collective 26% of domestic mail-or- 
der sales, much lower than the 60-70% 
share held by the top three in most Euro- 
pean countries. 

But Japan’s big mail-order firms must 
grow to achieve greater economies 
of scale, says Ogasawara. Their 
databases are still short of the criti- 
cal mass of 20 million. Cecile has 
12.8 million addresses, followed by 
Nissen with 7.7 million. 

To stay ahead, big mail-order 
firms are pouring billions of yen into 
printing, advertising and distribu- 
tion. Nissen is establishing a new 
distribution centre in Fukui Prefec- 
ture, near Kyoto, which will reduce 
its delivery time to three days from 
one week. Senshukai is building a 
big warehouse in Gifu, central Ja- 
pan, to be completed by 1995. 

Mail-order firms also need to 
learn more about inventory control 
and marketing as their business gets 
bigger. “Senshukai and others were 
used to selling to small groups of 
women directly — a highly effective 
and cost-efficient way," says 
Ogasawara. “Can they remain profitable as 
they shift from group to individual sales?” 

“The business looks deceptively sim- 
ple,” says Manba. “But costs are very high 
and competition is fierce. The average cus- 
tomer gets five to six different catalogues 
at any one time.” 

Toshinori Saeki, a managing director at 
Nissen, says some newcomers, like Mit- 
subishi and Nippon Steel, have already 
withdrawn from the business because 

"they did not pay enough attention to ana- 
lysing their customer base." Others, like 
Otto-Sumisho, a joint venture of Sumitomo 
and Otto Versand, the world's largest mail- 
order house, are also struggling, he notes. 

With postage costs due to rise this year, 
weaker direct marketers may have to re- 
treat. Others may need to cut costs, possi- 
bly by importing. Nissen imports only 16% 
of its inventory, but intends to purchase 
more from China. It already has buving 
offices in Hongkong and South Korea. 

Saeki, however, says there is a limit to 
how much Nissen can import, because 
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“cultural differences” make certain goods 
unsuitable for the Japanese market. Itsuo 
Takada, a Senshukai director, adds that 
quality and delivery of imports are diffi- 
cult to control. His firm now imports about 
30% of its products, like rattan furniture 
from Taiwan and carpets from India. 

For mail-order firms which manage to 
survive, however, there is room for growth. 
Mail-order business in Japan still accounts 
for less than 1.25% of total retail sales, com- 
pared with 2.5-6% in Europe and the US. 
Only 30% of Japan's 44 million households 
have tried mail order. Most Japanese men 
have never ordered anything by mail. 

Moreover, Japan's ageing population is 
expected to shop increasingly without leav- 
ing home. "By the year 2000, one out of 
four Japanese will be over 60. We need to 
work harder to get these customers," says 





Fingers do the walking. 


Manba. “We have yet to fine-segment this 
market," offering products to healthy sen- 
iors as well as those who need more exten- 
sive health care. "We need also to produce 
catalogues with bigger photos and words 
to make reading easier for them," he says. 

For now, however, the focus is on 
women. Senshukai's customers are mainly 
females aged 20-40, each spending an 
average Y35,000 annually. Says Takada, the 
senshakai director: “The challenge in fu- 
ture is to have them spend more. We need 
to identify things they like, items with 
more added-value but not too expensive 
as to price ourselves out of the market." @ 
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COMPANIES 


Bottom 

Line 

Japanese diaper maker 
profits with new product 


By Jonathan Friedland in Tokyo 


apan's demographic trends do not 
add up to a pretty picture for Uni- 


Charm, a maker of diapers and sani- 
tary napkins. Birth rates are below the re- 
placement level, the number of young 
women is shrinking and the market for its 
products is crowded with tough competi- 
tors such as local rival Kao and America's 
Procter & Gamble. 

That is why Uni-Charm's executives 
began to think extra hard several years ago 
about what makes babies tick. If they made 
them feel more comfortable, they reckoned, 
Uni-Charm would win the undving loy- 
alty of Japanese mothers 


"What we needed to do," says Takahito: 


Ito, an urbane former banker who is now 
vice-president of the 31-year-old company, 
"was to improve the disposable diaper 
while at the same time extending its pro- 
duct life cycle." 

The Uni-Charm team set to work deve- 
loping the world's first mass-produced dis- 
posable underpants for toddlers — gar- 
ments that could be put on and removed 
more easily than existing diapers. The 
toughest task was figuring out how to 
manufacture them: a disposable diaper can 
be made flat on a high-speed assembly line, 
but absorbent paper underpants require 
more sophisticated machinery. 

After several trials and errors, Uni- 
Charm eventually succeeded. Introduced 
in 1991, the "Moonie Man" line of under- 
pants has helped Uni-Charm grab a lead- 
ing 30% share of Japan's Y130 billion 
(US$1.2 billion) diaper market. It has held 
this position by bringing out more niche 
products such as disposables for bed 
wetters. Broker Jardine Fleming calculates 
that Uni-Charm’s sales growth in this mar- 
ket this year will top 20%. 

The success of these disposable lines has 
allowed Uni-Charm to take an unusual 
step for a Japanese consumer-goods com- 
pany in recessionary times. It has cut the 
standard 5% rebate paid to distributors 
when they reach pre-agreed sales targets. 
The reason: Procter & Gamble and Kao 
have been slow to attack Uni-Charm’s lead 
in disposable underpants. 

Uni-Charm has also applied this strat- 
egy to the sanitary napkin market. Uni- 
Charm, which makes 28 varieties, has a 
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33% share of the domestic market, which 
is valued at ¥78 billion. 

Success on the hard-fought nappies and 
napkins front is expected to help Uni- 
Charm post a 368% gain in unconsolidated 
net income to ¥3.5 billion on an 18.9% in- 
crease in revenue to ¥107 billion in the year 
ending on 31 March 1994. The jump in net 
income is attributed to land sales. 

Still, Uni-Charm executives say they 
know better than to rest on their laurels, 
Procter & Gamble is expected soon to un- 
veil an underpants-type Pampers in the 
Japanese market, and a price war is ex- 
pected to ensue. 

Moreover, Uni-Charm is still trying to 
work off losses on securities purchases 
made at the height of Japan’s bubble 
economy, and to streamline a number of 
none-too-successful diversification moves 
into marriage counselling and consumer 
finance. That is why the company is look- 
ing to the rest of Asia for growth. 

Overseas sales account for 5% of the 
Uni-Charm total, but the company is plan- 
ning to bolster the figure to 20% within 
five years. Uni-Charm has joint ventures in 
Taiwan and Thailand, which it uses to 
service Southeast Asia, and a technical-li- 
censing agreement with the Ssangyong 
Group of South Korea. These plants mainly 
make inexpensive sanitary napkins. 

Ito says Uni-Charm is studying where 
to build a sanitary napkin plant in China 
to compete with Procter & Gamble, which 
has built a factory near Hangzhou in Zhe- 
jiang province. “Annual income levels of 
US$1,000 allow us to penetrate the sanitary 
napkin market while an income level of 
US$4,000 is needed before disposable dia- 
pers take off,” he explains. “In Canton [the 
capital of Guangdong province], incomes 
are already around US$3,000 annually and 
climbing fast.” 

Uni-Charm's push into developing 
Asia, however, will not be easy. “With its 
highly automated production processes, 
Uni-Charm cannot take full advantage of 
low labour costs overseas and can achieve 
no more than a 50% reduction in unit-pro- 
duction costs in these markets,” says 
Miwako Ogasawara, an analyst at UBS Se- 
curities. “Savings of this order are not 
enough to price products at levels which 
will arouse strong demand where the in- 
comes are low.” 

Still, Ito says a push into Asia is Uni- 
Charms best hope for the future. The com- 
pany's competitors have yet to gain an un- 
assailable position in the region, and 
household incomes are reaching levels 
high enough to warrant the introduction 
of the products that have brought Uni- 
Charm its success in Japan. 

“In the past when we created markets, 
we used low value-added products,” Ito 
says, “but from here on out, we have to 
introduce our highest technology right 
away in order to compete.” Li 
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TRADE 


The Unstoppable Tide 


— rise in Taiwan-China trade pressures Taipei 


ike - many firms operating in Shen- 

zhen, the Chinese special economic 

zone next to Hongkong, Hon-hai Pre- 
cision Instruments has come a long: way 
fast. The Taiwanese computer-parts maker 
set up shop in the zone three years ago. 
Then, its factory made only simple assem- 
blies. Today, it employs 1,200 people — 
roughly the same number Hon-hai has at 
home; they operate machine tools and do 
final-assembly of connectors and cables. 

Another case of nimble Taiwanese busi- 
nessmen seeking low-cost labour? Maybe. 
But Hon-hai and thousands of other Tai- 
wan-based firms which have shifted pro- 
duction to China are giving policymakers 
in Taipei a headache. 

The Taiwan Government has long 
sought to restrain its businessmen, fearing 
that economic integration will undermine 
its ability to bargain with China over po- 
litical unification. Yet despite its efforts, 
trade and manufacturing links across the 
Taiwan Strait are booming — so much so 
that Taipei is feeling increased political 
pressures at a crucial juncture in its rela- 
tions with Peking. 

Most businessmen want the Taiwan 
Government to lift its ban on direct trade 
and investment in China, as Peking itself 
requested at recent talks in Singapore. Tai- 
pei continues to resist, for now. But these 
days its senior officials talk less of whether 
to lift the ban, and more of how and when 
to do so. And worries about the “risks” of 
economic integration are being replaced by 
a search for cross-strait policies that do not 
handicap Taiwanese companies. 

“We depend heavily on our mainland 
operations,” says He You-cheng, person- 
nel manager at Hon-hai, “but we should 
look at this dependency from another per- 
spective.” Companies that are allowed to 
relocate to China, he argues, “can then af- 
ford to upgrade their Taiwan operations 
and focus on high-end products.” 

But others worry that if trade is freed, 
Taiwan will lose much of its industry to 
the mainland, and ‘be flooded by cheap 
Chinese goods. "Within two to three vears 
after opening up to direct trade, the gov- 
ernment would completely lose control,” 
says Cheyne Chiu, secretary-general of the 
Straits Exchange Foundation, Taiwan’s 
chartered body for contacts with China. 
An estimated 12,000 Taiwanese com- 
panies have made the leap across the strait. 
Most have simply ignored the ban, while 


others have routed their business through 


Hongkong to avoid it. The migration, 
moreover, is no longer confined to small 
companies — most of Taiwan's more than 
260 listed companies have either set up 
China operations, or are looking to do so. 
Encouraged by the talks that took place 
in Singapore — despite the lack of any sub- 
stantive agreement on commercial ties — 
companies that are currently barred from 
operating in China are sending exploratory 





missions to the mainland. A delegation 
from 15 private banks arrived in Peking on 
5 May for a two-week visit. Their main 
purpose: to study the possible creation of a 
joint-venture bank to serve Taiwanese cus- 
tomers on the mainland. Another group, 
representing half-a-dozen Taiwanese air- 
lines, including national flag carrier China 
Airlines, will ‘visit China in late May to 
open talks about direct air services. 

“Many things have been started with 
these talks,” Hon-hai's He says of the Sin- 
gapore negotiations. “This kind of commu- 
nication will inevitably increase.” 

Other evidence that cross-strait ties are 
accelerating faster than expected is easy to 
find. Economists estimate that two-way 
trade with China in 1992 amounted to 
about 9-11% — or at least US$14 billion — 
of Taiwan's total world trade of US$153 
billion (the difference depends on varying 
estimates of trade conducted through 
Hongkong). This represents roughly a six- 
fold increase from five years ago. Estimates 
of China's share of Taiwan's exports, 
meanwhile, range from 13% to 18% (see 
chart) . 

More significantly, the latest figures 
suggest Taiwan's trade with China may 
already h 
policymakers until recently considered 
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ave passed the 10% level that. 





"safe." Official reference to » the 10% usse 
old was dropped late last year, along with 
a monthly warning system used by the 
Ministry of Economic Affairs to signal a 
dangerous level of dependency on cross- 
strait trade. "Most people in the govern- 
ment think this doesn't make sense any 
more," says an independent economist. 

Thanks to stiff barriers to Chinese pro- 
ducts, Taiwan currently enjoys a heavy 
surplus in its cross-strait trade — estimated 
at more than US$5 billion last year. Only a 
relatively short list of 482 C hinese goods 
are allowed into Taiwan, most of them 
cheap raw materials or components that 
local manufacturers need to remain com- 
petitive. Economists have different views 
about whether the barriers should be lifted. 

“If we continue to restrict imports, es- 
pecially of intermediate goods, it could en- 
courage even more manufacturers to go tc 
the mainland," says Kuo Wen-jen at the 
Chung Hwa Institution for Economic Re- 
search. But colleague Chen Chiu Lee-in ar- 
gues: "Our trade dependency is getting 
more serious. If we didn't have import re 
strictions, we'd also have a heavy reliance 
on imports from mainland China. This bar 
rier is still needed." 

Policymakers, too, are struggling to rec 
oncile these competing epe “In the shori 
term we are gaining a lot [through close: 
economic ties], but in the long run there 
are definite risks,” says Kao Koong-lian, ar 
economist and deputy secretary-general oi 
the Mainland Affairs Council, the body 
which coordinates Taiwan's policy to- 
wards China. But he adds: "We will prob- 
ably have to gradually open the door tc 
more Chinese goods. If it's cheaper, ther 
why not import them from the mainland?" 

Some observers believe Taipei worries 
too much about the dependency issue. 
They note that China relies on Taiwan for 
machinery, electronic components, plastic: 
and textiles which it needs in order tc 
make goods for export. Such goods ac 
count for about two-thirds of Taiwan's to 
tal exports to China. But because alterna 
tive supplies can easily be bought at com 
petitive prices elsewhere, China is not tiec 
solely to Taiwanese suppliers. "The Chi 
nese mainland, being a larger economy, 
will be able to lower its dependence on us 
in the course of time," mainland-affairs of 
ficial Kao warned earlier this year. 

Many individual companies, especially 
consumer-products makers that have al 
ready expanded to their limits on Taiwan 
clearly do not share such concerns. "We are 
mainly setting up factories on the mainlanc 
to sell to the [Chinese] market," says Hsu 
Bing-yuan, vice-president at President En- 
terprises, one of Taiwan's biggest com- 
panies. Over the past year, President has 
announced half-a-dozen food-processing 
ventures in China. "We have done à very 
thorough evaluation so that the risks will 
not affect our roots in Taiwan,” says Hsu. 8 
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Ahead of the Neighbours 


New Sri Lankan Government says reforms will continue 


3y Hamish McDonald in Colombo UTER 


ilak de Zoyza, head of rapidly grow- 
ing car-industry group Associated 
«M Motorways (AMW), is still blinking 
T the pace of change in Sri Lanka's 
sconomy. Just recently, state-owned Bank 
X Ceylon invited him and other business 
eaders to a special function, and, unasked, 
xesented each with a Visa card and a 
voridwide spending limit of US$10,000. 
On de Zoyza's desk is a small pile of 
amecards left by overseas portfolio man- 
igers and other investors. Since AMW went 





^ublic two years ago, foreigners have. 


sought up 21% of the firm's equity, and 
yave had a good ride on Colombo's stock 
change. 

"This sort of thing was unthinkable 
hree or four years ago," de Zoyza says. In 
1 familiar South Asian syndrome, Sri 
Lankans were wrapped tight in a web of 
oreign-exchange controls, and bank credit 
was allocated by political direction. To get 
in internationally usable credit card, busi- 
yessmen such as de Zoyza would have had 
0 deposit security of US$30,000 outside the 
'ountry. And in 1989, with civil war raging 
across the country, Sri Lanka was on the 
'opes, with virtually zero foreign reserves. 

Sri Lanka's quick turnaround in the 
(990s — and its steps to free up the 
'conomy, attract foreign investment, and 
»rivatise the state sector — have made the 
sland a paradigm for its larger South 
Asian neighbours, which have similar 
oroblems and have embarked later and less 
irmly on market-based reforms. Much of 
he credit goes to the late president 
Ranasinghe Premadasa, an authoritarian 
who kept economic policymaking close to 
is secretariat. With his assassination on 1 
May, investors will now be looking hard at 
‘he new leadership's ability to balance po- 
itical and economic demands. 

Even before Premadasa's death, Colom- 
30 was having problems with international 
ending agencies over its failure to meet 
:'ommitments to restrain monetary growth, 
urb the fiscal deficit, reduce subsidies and 
tend privatisation. Particularly because 
of excessive credit growth, the IMF had 
seen withholding the third and final 
ranche of a US$400 million structural-ad- 
ustment loan which was due at the start of 
his year. 

Ranil Wickremesinghe, the 44-year-old 
ndustries minister named prime minister 
yn 7 May when D. B. Wijetunga moved up 
o replace Premadasa, lauded the govern- 
nent's handling of the immediate crisis. 
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"The ability to handle the transition is the | 
test,” he told the REVIEW. “The fact that we : 


have been able to elect a new president, 


that the same cabinet will continue, that - 
the same policies will continue" should re- | 


assure business, he said. 


The new leadership's first working day |. 
on 10 May saw another major privatisation : 
move: the sale of Colombo's Renaissance | 
Hotel to a consortium for Rs 1.1 billion | 
(US$24 million), or Rs 2925 a share, well | 
above the government's minimum price of _ 
Rs 23. Analysts interpreted the deal as a | 


vote of confidence in the new government. 


Less welcome to economic analysts was | 
a package of benefits aimed at voters in the | 
17 May provincial council elections. It in- | 
cluded a Rs 260 monthly allowance for | 
pensioners and greater pay and perks for | 
civil servants. As presidential and parlia- | 
mentary elections draw near at the end of | 
1994, the incumbents may be more inclined - 
to relax fiscal discipline and leave vested | 


public-sector interests alone. 


Sri Lanka has had lulls and setbacks - 
before in its economic reforms, which go | 
back to the 1977 election by the United | 
National Party (UNP), after which then- - 
president J. R. Jayewardene set up the first — 


of three export zones, cut corporate taxes, 


reduced controls on capital inflows, and | 
depreciated the rupee to boost private-sec- _ 
tor manufacturing. But progress was very : 
slow, and confidence was sapped by deep- | 
ening ethnic conflict between the Sinhala - 


majority and the Jaffna Tamils, and then a 
Maoist-style insurgency among unem- 
ployed Sinhala youth. "The 1980s were 
largely lost for Sri Lanka, especially the sec- 
ond half," said one economic official. 

Premadasa, who had been Jayewar- 
dene's prime minister, succeeded him as 
president in December 1988 and quickly 
brought the country out of crisis. The 
Maoists were ruthlessly put down by coun- 
ter-terror, and a government deficit 
heading for 16.5% of GDP in 1989 reined 
back to 12.5% through administered price 
increases and cost-cutting. By the end of 
1990, foreign reserves had grown from zero 
to 2.3 months' import cover. 

Economic growth also recovered 
quickly, as manufacturing took over from 
the traditional mainstays of tea, rubber and 
coconuts. Last year Sri Lanka's GDP grew 
by a real 4.3%, despite a 25% drop in tea 
output caused by a drought. Manufactur- 
ing grew 9%, and is expected to leap 
further this year with the recent commis- 
sioning of about 130 new garment factories, 


a Premadasa pet scheme meant to take in- | 
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dustrial employment to the villages. 

Colombo has also been the most imagi- 
native South Asian government in 
trimming the public sector. Premadasa 
coined the term “peoplisation” for a sell- 
off that started in 1991, and so far has seen 
more than 20 state enterprises transferred 
to private ownership. Majority holdings of 
51-90% are offered for sale by open tender, 
and the remaining shares allocated to em- 
ployees or issued in the stockmarket. A 
further 40 enterprises are in various stages 
of privatisation. 

The sell-off covers about 30% of the en- 
terprises previously owned by the 
government. Last year, for the first time in 
decades, the private sector ac- 
counted for more than 50% of 
non-agricultural GDP. By pear 
India has been selling small equity 
parcels in public corporations, 
mostly through the government- 
run banks and unit trusts. 
Pakistan, under recently dismissed 
prime minister Nawaz Sharif, was 
more bold in selling off main- 
stream businesses, but his 
programme was dogged by alle- 
gations of cronyism. 

Initially, Sri Lanka's privatisa- 
tion scheme was criticised for lack 
of transparency in bidding, but à 
switch to open tenderi after 
high-level lobbying by the US — 
has quelled most of this. Business- 
men say that if there is any 
skullduggery it would be in the informa- 
tion made available to tenderers. In one or 
two cases, the value of assets has been 
marked up dramatically after the sale was 
completed. Share issues do not meet US 
Securities and Exchange Commission 
norms. "Some of these enterprises have 
accounts kept in a shoe-box," says one 
bank economist. 

The chief criticism is that privatisation 
still touches only the government's periph- 
eral businesses. The public sector still 
includes telecommunications, railways, 
electricity generation, irrigation, ports, the 
two biggest banks, national carrier Air 
Lanka, and oil refiner Ceylon Petroleum 
Corp. (which alone accounted for 65% of 
government industrial activity). 

A government wholesale enterprise still 
handles much of the internal food supplies 
and acts as a channel for consumer subsi- 
dies. Last year, 356 tea estates covering 
94,500 hectares (about 42% of Sri Lanka's 
tea acreage) were taken from two state 
holding companies, put into 22 lots and 
handed over to private management con- 
tractors. The World Bank criticises this as a 
halfway measure unlikely to reverse the 
long-term pattern of under-investment that 
has reduced yields since the larger tea 
plantations were nationalised in the early 
1970s. With the Tamil tea-pickers, a huge 
pro-UNP vote block wielded by Plantations 





Minister S. Thondaman, the government 
also intends to expand employer obliga- 
tions for worker pay and benefits. 

In some cases the government does 
intend to introduce private-sector com- 
petition. To boost telephone lines from the 
existing 135,000 to 500,000 by 1995, a sec- 
ond operator's licence may be given to the 
private sector, while add-on services like 
cellular phone networks (of which three are 
now operating) may involve private or for- 
eign partners. Ceylon Petroleum's lubricant 
plant is being sold off. 

A four-nation consortium is negotiating 

a "build-operate-transfer" (BOT) agreement 
for a US$450 million coal-fired power plant 





Manufacturing has grown by leaps and bounds. 


at Trincomalee. Three foreign companies 
are bidding for a US$325 million BOT con- 
tract to redevelop the old Dutch East Indies 
Company port at Galle, to take pressure 
off Colombo's port and boost the industri- 
alisation of the south. About 400 mini- 
hydro plants, long disused because state 
power rates were extremely low until re- 
cently, will be rehabilitated to sell surplus 
power to the national grid. 

The two big state banks, Bank of Ceylon 
and the People's Bank, will also remain a 
potential drain on tax resources. Both have 
suffered — like state banks in much of Asia 
— from politically directed lending and 
consequent poor repayment records. The 
state tea sector also swallowed up huge 
amounts of finance, as did an overly gen- 
erous staff-pension scheme. Then-prime 
minister Wijetunga caused a crisis of confi- 
dence last year by announcing that the 
banks had a total Rs 18 billion in bad loans 
and were technically insolvent. 

Last month, the treasury put Rs 24 bil- 
lion of government bonds into the two 
banks to provide for the bad assets and 
help build their capital base to Bank for 
International Settlements standards. In 
June, it plans to amend banking legislation 
to remove the right of finance ministers to 
direct lending, but some economists doubt 
that this alone will infuse commercial 
norms, and many think the banks should 


FAR EASTERN ECONOMIC REVIEW 


be privatised. Like the plantation workers, 
bank employees have political clout, and 
the government remains deeply imbued 
with statist thinking. Directed lending tc 
Premadasa's new garment factories is one 
reason for the dispute with the IMF about 
the money supply. 

"The whole country sees these twc 
banks as a tool of government policy for 
development," said one senior banker. “It’s 
natural for ministers to interpret this tc 
mean doing nice things for their constitu- 
encies." 

Air Lanka is also a problem case. Its re- 
cent US$700 million order for two Airbus 
A320s and four long-range A340s has been 
strongly criticised by the World 
Bank, which wants the airline to 
cancel delivery of the A340s even 
at the cost of a US$24 million pen- 
alty. The bank believes Air Lanka 
can never attain profitability with 
such an overhead. The US Govern 
ment is also adding pressure 
against this deal — in part because 
it sees an opening for cheaper air 
craft from US manufacturers. 

Because of cases like this, some 
foreign economic analysts questior 
the depth of the UNP government': 
belief in market disciplines. “There 
is a tendency to assume that the 
government can guess better thar 
the market," said one trade official 
“For example, the 60% raise in 
minimum wages in the textile sec- 
tor recently — if the market deserves that 
it would have happened. The same thing 
in the tea industry." 

The commitment to free markets ha: 
also been made suspect by a decision taker 
recently to boost domestic production o! 
dairy products and certain vegetables 
partly by restricting imports over the nex 
10 years. The government envisages a bar 
on the import of milk powder once loca 
dairy herds have been built up. "Thi: 
is the most disconcerting thing | have 
heard in a long time," said one diplomat 
New Prime Minister Wickremesinghe 
seemed perplexed that this could be callec 
protectionist. If local production could 
meet demand, he commented, what i: 
wrong in cutting out imports? 

Rather than trying to pick another win: 
ner, say businessmen like AMW's de Zoyza 
the government would be better employed 
minding the fundamentals and working 
towards opening South Asian and other 
nearby markets (for which Sri Lanka i: 
well-placed to supply). A high inflatior 
rate, around 15% in recent years, has dam- 
aged competitiveness against rivals like 
Bangladesh, and limited the government's 
ability to depreciate the rupee aggressively 
Most analysts still consider the rupee over- 
valued, despite a managed fall of about 7% 
late last year in response to pleas from gar- 
ment makers. B 
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Brewed for Too Long 


Malaysia’s tea industry struggles to modernise 


By Doug Tsuruoka in the Cameron 
Highlands 


R 





ising above the jungle canopy for 
2,000 metres, Malaysia's Cameron 
Highlands probably boasts more 
Land Rovers per hectare than anywhere 
else in the world. The battered trucks are a 
legacy from the days when British planters 
found that the misty plateau was ideal for 
raising tender, young tea leaves. 

But there have been few new tea trees 
planted in the Camerons or elsewhere in 
Malaysia since the early 1980s, when Sri 
Lanka, India and Indonesia im- 
posed a ban on the export of tea 
seedlings and clones in order to 
protect their own industries from 
competition. Most of the tea trees 
in the Camerons, Malaysia's rich- 
est tea-growing region, were 
planted between 1929 and 1940 
ind are in dire need of fresh 
strains. 

The ban went virtually un- 
1oticed in Malaysia, which had 
Jigger things to worry about. But 
t has led to a curious state of 
iffairs in which resource-rich 
Malaysia cannot produce enough 
ea to meet its own needs, despite 
aving lots of rain-soaked hills on 
vhich to grow it. Annual tea 
"roduction currently totals 5 mil- 
ion kilogrammes worth about 
M$60 million (US$23 million), 
‘ompared with 4 million kg in 1986. Less 
han 5% of Malaysia's tea is exported, 
hough the best quality can hold its own 
igainst top foreign brands. 

Each year, Malaysia imports about 3 
nillion kg of tea worth about M$50 million 
rom China and Indonesia to satisfy local 
lemand. Despite an import tax of 30% or 
4$1 a kg — whichever is higher — the 
Aalaysian price of Chinese and Indonesian 
ea still compares favourably with the lo- 
ally grown variety. 

The paradox illustrates what happens 
vhen a small producer such as Malaysia is 
andwiched between tea-producing giants. 
ndia, China, Sri Lanka, Indonesia and 
\frica together account for well over 90% 
f the world's tea output. These producers 
all the shots in the tea market. 

The problems of the tea industry also 
how what happens to a marginal but 
opular crop when faced with a Malaysian 
olicy which promotes industrialisation, 
ot agriculture, as the key to reviving rural 
reas. Malaysia's tea plantations, moreover, 
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face an acute labour shortage which is driv- 
ing up costs and, in most cases, hampering 
the tea harvest. 

Tea's plight parallels the situation of 
Malaysia's rice industry. Malaysia’s paddy 
production fell by 4.7% to 1.9 million 
tonnes in 1992, and the country is already 
a net importer of rice, most of it from 
neighbouring countries. Malaysian rice is 
of such poor quality that some officials ad- 
vocate a gradual removal of government 
subsidies for rice farmers in northern states 
such as Kelantan. Under current thinking, 
Malaysia could someday import most of 





Bengindesió workers on a Camerons tea plantation. 


its rice from low-cost growers such as 
Burma and Vietnam. 

The prospect of similar official neglect 
does not excite the proponents of tea and 
other forms of small-scale agriculture. 
Malaysian Tea Producers Association 
chairman Datuk S. Brijkishore noted last 
year that the industry has plans to make 
Malaysia self-sufficient in tea production 
by 1995. But this will be a hard deadline to 
meet. 

The tea association's secretary, Christo- 
pher Thiagarajah, says steps are being 
taken to see if higher-yielding tea clones 
can be developed from Malaysian cuttings 
and seeds. But the results are not yet con- 
clusive. 

Apart from the difficulty in obtaining 
new clones and seedlings, one of the most 
persistent problems is the hesitancy of Ma- 
laysia's state and federal governments to 
earmark new land for tea cultivation. Ma- 
laysia's big palm oil and rubber industries 
face similar hurdles. "This is one of the in- 
evitable results of industrialisation,” says 
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University of Malaya economics professor 
Lee Poh Ping. “It is part of the retreat from 
the rural areas. 

The tea plantations in the Cameron 
Highlands account for nearly three-quar- 
ters of the 3,356 hectares currently devoted 
to tea cultivation in Malaysia. All told, the 
Camerons produce about M$40 million 
worth of tea annually. Malaysia has small 
plantations in the East Malaysian state of 
Sarawak, as well as Perak, southern 
Pahang and Johor. 

The labour shortage in the tea planta- 
tions is tied to an exodus of local workers 
to the cities, where they can find jobs pay- 
ing up to four times the rural average 
without performing back-breaking tasks. 
This has led to a brisk demand for migrant 
workers from Bangladesh to pick tea. 
These people earn as much as M$700-800 
per month, the rough equivalent of the 
earnings of a Malaysian factory worker, 
because of the dearth of labour 
from other sources. 

But red tape in bringing the 
workers in from Bangladesh is 
also making it hard to hire them 
when they are most needed. The 
crunch has forced many planters 
to gather their tea from the 
bushes once a month or less, 
when they should be picked once 
every two weeks to ensure opti- 
mum flavour. 

The slow rate of picking low- 
ers the quality of the tea sold, 
though local manufacturers say 
they are taking pains to safeguard 
quality. All this will have more 
than a passing impact on Malay- 
sian agriculture. Stagnant or de- 
clining production of tea and 
other marginal crops such as rice 
will contribute to a decline in the 
average annual growth rate of total agri- 
cultural output from 4.6% in 1986-90 to 
3.5% under the government's 1991-95 de- 
velopment plan. 

There is talk of developing more scien- 
tific tea growing and harvesting techniques 
to strengthen the industry against foreign 
competition. But many Malaysian tea fac- 
tories are still equipped with Victorian-era 
drying and shredding machines. And a li- 
on’s share of the work is performed by 
hand, capitalising on individual labour 
rates which are as low as M$400 a month, 
far less than the migrant tea pickers. 

Local wages; however, are still four to 
five times higher than in China, in what 
for Malaysia has been a capital- and la- 
bour-intensive industry that has tradition- 
ally brought low returns because of keen 
competition from overseas tea producers. 
“We are unable to compete on the inter- 
national market, simply because of the 
higher cost of our production,” says 
Thiagarajah. 

The domestic market for tea in Malay- 
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Anime in 1992 Gy pe at about Bmi- 
lion kg, of which 38% was imported. A | 
large part of the tea is sold along ethnic | 
. lines. 
.. There is an aptly named Golden Dollar 
- tea for Chinese shoppers and a more pano- 
ramic Blue Valley blend for ethnic Indians. 
Other Malaysians buy the well-known Boh 
=. tea brand, named after the country’s big- 
-. gest and oldest tea plantation. But despite 
its high quality, local tea has a hard time 
~ competing against the M$20 million in Chi- 
. nese green tea and the M$30 million in In- 
 donesian black tea which Malaysia im- 
ported last year. 
|. K S. Jomo, a political scientist with the 
P University of Malaya's Institute of Ad- 
. vanced Studies, argues that part of the an- 
swer for the planters of tea and other mar- 


better price. 
= Malaysia's Boh Plantations took a step 


" growing seedless limes in the Camerons to 
supplement its existing sideline of coffee 
beans. 

Such efforts are sure to yield more pro- 
— fits for the tea producers in years to come. 

5 But ultimately, the biggest problem seems 

to be the competition the industry faces 

from other parts of Malaysia's fast-chang- 
ing economy. 


in this. direction in 1989, when it began | 
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ginal crops lies in converting part of their | | 
land to produce whatever commands a _ 





Stuck on the 








Thai stocks reflect fears about the economy 


Cs onfidence is giving way to doubt in 
the Thai stockmarket. Many had 
expected that when the dust settled 
after April’s bust-up of stock manipulation 
rings, the market would resume its up- 
ward course. Now they are not so sure. 
Peering through the murk, they see grow- 
ing questions about Thailand’s underlying 
economic performance. 

Since the 22 April swoop which named 
30 ringleaders of alleged stock scams, 
prices on the Stock Exchange of Thailand 
have slid by 5.5%. The SET Index stood at 
850.35 on 11 May. Compared with its Feb- 
ruary peak of 998, the market is off 15%, 
with average daily turnover down 40% 
from first-quarter levels to Baht 3.8 billion 
(US$150 million). 

Two factors related to the securities 
crackdown — which many analysts ini- 
tially welcomed — have driven the fall. 
First came reports that the authorities 


, might proceed against 123 accomplices of 
| the manipulators, raising fears of over-zeal- 


| ous policing. Second, the authorities’ tar- 


(000A snapshot of these contending forces - 
< can be seen in the Camerons today. Troops | 
of tea pickers from Bangladesh, their bod- _ 
also calls for the resignation of Finance 


-. s. des swaddled against the cold mountain air, 
~ pass half-naked aboriginal tribesmen along 
~--goads where workmen are putting the fin- 
=c dshing touches to a gleaming, new Hyatt 
Hotel. There is a modern, 18-hole golf 
course nearby; indeed, tourism is already 
- the Camerons’ biggest revenue earner. 
"Aborigines sell blowguns from roadside 
souvenir stands, and visitors to the high- 
lands are as likely to buy small potted cacti 
as they are bags of tea by which to remem- 
ber their visit. 
" . Thiagarajah of the tea producers asso- 
ciation insists that the industry is holding 
its own against this backdrop. Boh Planta- 
< tions has automated the production line of 
. its largest tea factory and has introduced a 
computerised control system to ensure 
consistent quality. 
, Tea pickers in the highlands are even 
. availing themselves of the latest power- 
driven leaf cutters from Japan. And gov- 
ernment sensitivity to demands from 
employers for more workers has led to 
increased inflows of labour from Bangla- 
esh. “The availability [of foreign workers] 
as now enabled the opening up of exist- 



















over the last few years due to the shortage 
et local workers," F Hlagarajah says hope- 


ing tea fields, which had to be abandoned | 
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gets and their allies fought back, selling 
stocks down to try to embarrass and even 
split the coalition government. There were 


. Minister Tarrin Nimmanahaeminda, who 
. heads the instigator of the crackdown, the 


Securities and Exchange Commission. 

But if the market stumbled over the 
regulatory action, it appears to be deeper 
concerns — slower economic growth and 
unimpressive corporate earnings — that 
are preventing a concerted rebound. "Once 
you strip out the speculation, you come 
down to the fundamentals," says Rob 
Collins, chief Bangkok analyst of First Asia 
Securities. 

While foreign institutions have looked 
askance at the campaign against Tarrin and 
the authorities’ alleged mishandling of the 
regulatory swoop, earnings projections are 
bothering them more, Collins says. First 
Asia forecasts that profits of listed compa- 
nies will rise by an average of only 8.4% 
this year. Most of that will come from the 
banks, in which foreigners are already 
heavily invested. 

Among Thai blue chips, earnings at 
Siam Cement are expected to fall again this 
year after a 17% drop in 1992. Thai Air- 
ways International recently turned in a 
quarterly loss and promises only slight 
improvement. And the four listed units of 
agribusiness giant Charoen Pokphand 
posted dismal results for the first quarter, 


with one making a loss and the others reg- 
istering profit falls of 50-95%. 

In sectors like construction, Collins 
notes, the problem is only a medium-term 
one: profits are suffering because of debt 
and depreciation costs incurred by heavy 
investment in the past four years. But else- 
where, the weaknesses may be longer-last- 
ing. Several foreign analysts believe Thai 
exporters are struggling in the face of anae- 
mic recoveries or slumps in the US, Japan 
and Europe. New foreign investment in 
Thailand is slowing, too. 

These beliefs were reinforced when 
Thai newspapers reported on 30 April that 
the central bank had dropped its GDP 
growth projection for 1993 to 7% from 
7.8%. The bank immediately denied the 
reports — “We are not worried that growth 
is too slow," a spokesman added — but 
the negative impression stuck. Many for- 
eign observers do believe growth is slow- 
ing, and saw the confusion more as poli- 
ticking by the bank than reporters’ error. 

Part of the evidence is poor trade fig- 
ures for the first quarter. Imports in the 
January-March period grew 19% from a 
year earlier while exports rose only 12%, 
suggesting a deterioration in the trade defi- 
cit, which throughout last year had been 
improving steadily. 

The threat of US trade sanctions against 
Thailand for alleged violations of intellec- 
tual property rights has also been weigh- 
ing on the stockmarket, according to An- 
gus Kent, a Bangkok analyst with broker 
Smith New Court. Investors have sold 
down shares of numerous exporters, espe- 
cially those in textiles, footwear and jewel- 
lery, which may be most hurt if sanctions 
are applied. 

Another worry among foreign clients, 
Kent says, are the continuing attacks on 
Finance Minister Tarrin. The minister, 
though, is unmoved. Stoutly declaring 
there is no likelihood of his resigning, he 
also told the REVIEW on 10 May: “There is 
no change in the economic forecast. We 
will definitely grow faster than last year’s 
74%.” 

Tarrin may not be out of the woods yet, 
however. Opposition parties, with appar- 
ent broad support from the frustrated Thai 
investing public, are believed to be prepar- 
ing to launch an attack in parliament on 
Tarrin and other key figures behind the 
securities crackdown. Political analysts see 
little chance of the five-party ruling coali- 
tion being toppled by the affair, but the 
clamour seems unlikely to help stock- 


market c on dence. | L 





2020: MAY 1993 





HONGKONG 
Bank Cited in Fraud Case, 


The Reserve Bank of India 
(RBI), investigating the 
country’s US$1.4 billion 
securities scandal, cited the 
Hongkong & Shanghai 
Banking Corp. for allegedly 
failing to keep proper records 
ind neglecting to monitor 
securities transactions between 
April 1991 and May 1992. The 
sank said it is fully 
cooperating with the 
iuthorities and studying their 
'eport. The RBI had earlier 
'ited four foreign banks. 





CHINA 
Peking Grain Rationing 


l'aking another step to create a 
narket economy, Peking 
ended more than 40 years of 
ationing for grain and 

'ooking oil on 10 May, 
ollowing the lead of Shanghai, 
l'ianjin, Canton and Sichuan in 
he last year. Prices in the 
apital are expected to rise 12- 
0%. To ease the burden, the 
'eking government plans 
idditional monthly subsidies 

XX Rmb 10 (US$1.72) for state 
vorkers. 
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THAILAND 
šiam Cement Purchase 


iiam Cement, Thailand's 
iggest construction 
onglomerate, said it has 
cquired 37% of Mariwasa 
Aanufacturing, the 
hilippines' largest maker of 
eramic tiles. The Baht 230 
nillion (US$9 million) deal is 
art of Siam Cement's efforts 
2 expand in the region. 


————M 





'AKISTAN 
Jaewoo Delays Project 


Jaewoo, South Korea’s fourth- 
irgest business conglomerate, 
aid on 7 May that it would 
elay construction of a US$400 
ullion export-processing and 
id trial-enterprise zone near 
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Hongkong Bank's head office. 


Karachi. It cited the 18 April 
dismissal of reformist prime 
minister Nawaz Sharif. 
Daewoo has tapped the Swiss 
bond market for Sfr 120 
million (US$84 million) to 
build a road for the site. 


Privatisation Expanded 


Prime Minister Balakh Sher 
Mazari's interim government 
announced plans to privatise 
power distribution as well as 
thermal power generation. The 
Sharif government had 
intended to privatise the latter, 
but had stopped short of 
doing the same for 
distribution. The new 
government wants to convince 
business that it is more serious 
than its predecessor about 
privatising the economy. 


————— 


MALAYSIA 
Petronas Unit to List 


Petronas, the state-owned oil 
corporation, will list its 
marketing subsidiary on the 
Kuala Lumpur Stock Exchange 
by early next year, company 
president Tan Sri Azizan 





—— Rie 


. Zainul Abidin said on 10 May. 


Petronas Dagangan will be the 
first Petronas unit available for 
public subscription. Word of 
the exercise prompted 
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speculation that Petronas itself 
will be listed, something Prime 
Minister Datuk Seri Mahathir 
Mohamad had earlier denied. 
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INDIA 

Peugeot to join Premier 
French car maker Peugeot 
signed a memorandum of 
understanding to join India's 
Premier Motors in a 50-50 joint 
venture to make small cars for 
the domestic market. Peugeot 
official Pierre Betat said the 
venture would produce 60,000 
cars a year, starting in late 1994, 
It plans a car with a 1,300 cubic 
centimetre petrol engine and 
another model with a 1,500 cc 
diesel engine. 
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SOUTH KOREA 
Panels to Pick Bank Heads 


The Office of Bank Supervision 
announced on 10 May that 
presidents of private 
commercial banks will be 
chosen in future by nine- 
member panels of 
shareholders, bank customers 
and former bank presidents. 
Until now, the Ministry of 
Finance has appointed 
presidents. The nation's five 
largest business conglomerates, 
however, will be barred from 
the panels. 


o 


PHILIPPINES 

Telecom Venture 

The Eugenio Lopez family, 
which controls Manila Electric 
Co., agreed on 1 May to set up 
a telecommunications venture 
with Australian Telstar 
International and Britain's 
Cable &Wireless. The group 
will seek projects in the 
Philippines. 
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VIETNAM 
Singapore Trade Pact 


Singapore and Vietnam 
upgraded economic relations, 
agreeing to establish a trade- 
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cooperation commis: 
Singapore is already 
second-largest tradin 
and 10th-largest inve 
Bilateral trade exceede 
billion last year, slightly les 
than that with fpes. 
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TAIWAN | 
New Insurance Licences 
The Ministry of Finance 
accepted all eight applicants. 
for new insurance licences, the | 
first issued in more than 30 - 
years. The newcomers, which 
must raise NT$2 billion (US$77 
million), are expected to open 
for business within six months. 
Officials say the next step in’ 
liberalising the industry will be _ 
to allow Japanese and - 
European companies to open > 
branches, adding to the 19 US 
firms with offices in Taiwan. 
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JAPAN 
Current-Account Surplus 


The nation's current-account 
surplus surged 40% to a 
record US$126 billion in the 
fiscal year that ended on 31. 
March, its third consecutive ee 
annual gain, the Bank of Japan 
reported. Meanwhile, Japanese __ 
direct foreign investment ^... 
shrank 28% to US$17 billion - 
during the same period, its 
third consecutive yearly 
decline (see chart). 
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Boom and Gloom 


hile Manila sweats through power 
| cuts of up to 10 hours a day, its 
stockmarket has been breaking records. 
e latest five-day bull run took the Com- 
osite Index to a high of 1,654 points on 7 
May in active trading, 7% higher than the 
. previous peak in March and up 33% since 
- ] January. There has been only a mild cor- 
~ rection following this last upsurge, bolster- 
ing brokers’ confidence that Manila is mov- 
v^. ing into new high ground. 
^. What do share investors know that 
-other people seem unaware of? After all, 
scarcely anybody believes the govern- 
ment's forecast of 3.5% economic growth 
in 1993. Brownouts are likely to prevent 
the economy from expanding at all this 
Mg just as occurred in 1992. 
^ One reason for the advance is the sheer 
< weight of money entering the stockmarket. 
Yields on Philippine treasury bills have 
|: dropped from 14% to 11% in the past three 
5... months. With interbank rates down to 9% 
^ v or so and annual inflation at 8%, there is 
. . only.a small real cost in borrowing to 
v speculate. 
Se much for local funds. Foreign money 
| c. has also been moving into the Manila 
_ bourse, and it does not take much of that 
-| to move a market capitalised at US$16 bil- 
lion. But this inflow does not seem to be 
buoyed by a wave of new confidence 
-.. among foreign investors in the perform- 
- ance of President Fidel Ramos or the coun- 
| try's economic prospects. It is more a mat- 
ter of dipping a toe in the waters. Accord- 
ng to Raphael Manalaysay of Crosby Se- 
ities, regional funds are hedging their 
s and slightly increasing the Philippine 
ighting in their portfolios to avoid miss- 
ng a continuation of the boom. 
- The market seems to have shrugged off 
ne bearish factor, the creeping deprecia- 
ion of the peso, which has weakened from 
50 to the US dollar to P27 in the past 
-weeks. This usually sends investors 
ring for dollar cover and tends to bat- 
rrency-sensitive stocks such as Phi- 
pine Long-Distance Telephone. Instead, 
hare price closed at P975 on 11 May 
gainst P900 on 30 March, despite Ramos's 
ttempts to clip its wings. 
But the bigger question is whether the 
stockmarket has got wind of a genuine eco- 
nomic recovery long before there are any 































unch. This could be a re-run of the 1987 
ull market which presaged economic 








actual indicators to support its collective . 


growth averaging more than 6% in 1988- 


New IZ 


89. That rally proved a false dawn for the 
market, as did the 1989 surge (see chart). 

One analyst who reckons the latest 
boom is more solidly based is Don 
Calderon, the technical analyst at All Asia 
Securities. He reckons the index will climb 
to 1,990 points this year. There will then be 
a correction to 1,585, he thinks, before the 
index moves above 2,000 next year. This 
has been the pattern since the market took 
off at the end of 1990. 

Calderon bases his forecast on the Elliott 
Wave theory, which claims that there is a 
mathematical relationship between one 
stockmarket peak and another. But even if 
investors regard such hypotheses as gob- 
bledegook, there is one fairly solid reason 
for thinking that the economy will recover 
in 1994 or 1995. By the end of this year, five 
new power stations will have come on 
stream. After that, 10-hour power cuts 
should be down to two hours a day. 

u Rigoberto Tiglao 


JAKARTA 


Likely Pay-Off 


hareholders of Jakarta International 
Hotels & Development, whose main 
hope for the past two-and-a-half years has 
been the development of a 44-hectare tract 
of land on the southern edge of the city, 
finally have a chance of seeing their pa- 
tience rewarded. In early May, the com- 
pany announced it will take a 40% equity 
stake in a US$250 million Conrad Hotel to 
be built on the site. 
Until October 1990, Jakarta Internation- 
als main asset was the Borobudur Inter- 
Continental Hotel in Jakarta. But at that 


time, the alt p fund — 
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Danayasa Arthatama — swapped the 


. prime Sudirman site for a 71% share- 


holding in the publicly traded company. A 
huge dilution for shareholders was bal- 
anced with the promise of earnings that 
would come from the tract of land. 

. The Sudirman site's development, how- 
ever, has been slow. A new Jakarta Stock 
Exchange, which is being developed in a 
joint venture between Jakarta International 
and the Finance Ministry, is one of only 
two projects announced for the tract before 
the hotel project was unveiled. 

Although brokers estimate the net assel 
value of Jakarta International at Rps 13,750- 
28,000 (US$6.60-13.50) a share, investors 
have not been willing to pay anything close 
to that because of uncertainty about the 
pace of development at the Sudirman site 
The company's share price, which in the 
first half of 1992 doubled to Rps 9,800 
closed at Rps 8,050 on 30 April. 

More investor uncertainty about Jakarte 
International was fuelled two months ago 
when the company announced that a man- 
agement contract with the Inter-Continen- 
tal hotel chain, which has managed th« 
Borobudur since it opened nearly 20 year: 
ago, would be not be renewed at the enc 
of June. The Borobudur has one of th« 
highest operating margins of any hotel ir 
the Inter-Continental chain. 

Jakarta International hopes to quie 
doubters on the Jakarta Stock Exchange 
with its memorandum of understanding 
with Conrad Hotel of the US to build : 
650-room hotel. Investor interest in the 
company has picked up since the an 
nouncement of the joint venture: on 1( 
May, Jakarta International’s shares closec 
at Rps 8,500 each. 

But shareholders will have to wait ¿ 
while before they see any earnings fron 
the Conrad venture, which is to open it 
1996. Moreover, the hotel could be comin; 
onto the market at a bad time because o 
expansion under way at a nearby Hiltor 
Hotel and the scheduled opening later thi: 
year of a Shangri-La Hotel in Jakarta. 

Still, Jakarta International is showin; 
shareholders that it is trying to unlock th« 
value of one of Jakarta’s prime pieces o 
property. The company will make its con 
tribution to the hotel venture in the form o 
land expected to be valued at Rps 12.4 mil 
lion a square metre. The Conrad will tak: 
up to 20% of the venture's equity. 

It is not clear who will put up the bull 
of the cash for the rest of project. But witl 
Jakarta International making its equity con 
tribution only in the form of land, and witl 
Conrad taking a relatively small stake 
shareholders are eager to find out. T 

8 Mark Ciffor 
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This announcement appears as a matter of record only, 





(i ncorporà ated and Í restet asa public limited company in Thailand: eae 
the Public Limited Company Act B. E. 2535, registration: no. 57). 
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MANAGING “DOI- MOI”: 
A DIALOGUE BETWEEN VIETNAM'S GOVERNMENT AND FOREIGN INVESTORS 





Nguyen Van Ich, Vice-Chairman, 
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Ngo Van Diem, Deputy: Director; Project Evaluation 
The State Committee for Cooperation and Investment 


Bui Liem, Head P Asian and Pacific Division, 
lx Assistant to Vice-Chairman. 
The State Planning Committee 
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* Roussel Vietnam ° First Pacific Straits Land « Seanet Pty Ltd * Phillips Fox 
* Vietnam Investment Fund Management Co Ltd « The Saigon Floating Hotel 
. Sly & Weigall/Deacons ° Export Development Tr ding Corp * Banque Nationale de Paris - 
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» Standard Chartered Bank + Baker & McKenzie * Richard Ellis 
E * The International Burotel Company Ltd» * Liang Peddle Thorp 
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with ca se studies from the top investors fre om the property sector in Vietnam. 
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Bone urt ler information, contact Ms Shawna Stonehouse at Investment Focus Lid: | | i 
| Tel 1 (852)868-0722 or Fax (852)525-5196 i 
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DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at hone 
anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, international 
Law, Languages, Sciences, ete. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


OFFSHORE * 
COM PANIES | 


Full Nominee Management. Accounting 
and Admin services availabie at 
teasonabie cost with no hidden extras. 
Ready made Companies available. 
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ECONOMIST, ASIA 
(excluding Japan) 


Merrill Lynch invites applications 
for the position of Economist, 
Asia to be based in its regional 
economics office in Singapore. 
The work will involve interpreting, 
analyzing and forecasting macro- 
economic data and information for the major Asian 
economies, outside of Japan. Identifying broad regional 
macro-economic themes and trends in the Asia Pacific 
region wil be another key aspect of the job. 


Only candidates, probably aged above 28 years and 
meeting the following criteria, need apply: 


* A post-graduate degree in Economics from a 
reputable university. 


MADEIRA $2250 
MAURITIUS $750 
PANAMA $800 
S. IRELAND £225 
W. SAMOA $750 
Other jurisdictions and offshore trusts available - 
on request. 

ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER 
Overseas Company Registration Agents 
Companies House, Ramsey, iste af Man 
Te: 0624 815544 Fax: 0624 815548 
PETER SIDNEY 
72 New Bond Street, London Wt¥ 9DD 
Tet: 071 355 1096 Fax: 071 495 3017 
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Classif ied Sections 


Thecl assifications available inthis 
section are as follows: when book- 
ing, please state your requirements: 





Appointments 
Business Equipment 
Business Opportunities 
Business Services 


Conferences & Exhibitions 24 Flatfles SA CUm Centre X pe years E work bi ata sane Mies to r 
" A * f» x " m H3 3 43 i f £ £ f " ti 
Courses & Seminars 7 Singapore 0104 | dade Omies Wi e er a mi na Ara inancia 
Education Tel: (65) 535 3382 Fax: (65) 535 3991 institution or an accounting/consulting firm. 
aas STELLA HO * Proven report writing skills. 
Fellowships 1815 Hutchison House, Hong Kong, 


* Fluency in one or more of the major Asian languages, 
preferably Mandarin. 
* Ability to work with spreadsheets and knowledge 


Tet (8521522 0172 Fax: (852) 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars, 6 FL. 

Los Angeles, Ca 90087, U.S.A. 


Hotels & Accommodation 
Investment Opportunities 


Notices Tet (31015514106. Fax: (310) 5516684 of computer software like WordPerfect, Microsoft 

Personal For US E quei. Free Word, etc. 

Property SUNIL BANYMANDHUB e Willingness to work long hours and an ability to meet 
D Les Cascades Building. 5th Floor, tight deadlines 

Positions Wanted Edith Cave! Street, Port Louis. Rep. of Mauritius : l 

Publications 5l (230) 212 9000 Fax: (230) 212.9833 Compensation is negotiable and will be commensurate 


Residential Schools with experience and qualifications. 


SA 


UK 0800-269900 
, USA 1-800-2834444 p 


Mie ar ar ar ar ar ar ar ar ar ar ar 


Um 


Universities 





Please apply within the next week, enclosing samples 
of your written work to 

The Chief Economist, Asia Pacific Region, Merrill Lynch, 
2 Raffies Link, Level 3 Marina Bayfront, Singapore 0103. 
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By Michael Vatikiotis - 


ot many lawyers can claim to have 

sued the king in the name of the 

king. When Malaysian lawyer 
Karpal Singh brought a case against the 
sultan of Johor in 1986 — then also king of 
Malaysia — the summons was issued in 
the king's name. Karpal lost the case, and 
the sultan allegedly named one of his dogs 
after him. 

It is a measure of this man, whose legal 
and political career spans almost a quarter 
of a century, that despite the odds he has 
consistently taken on cases that test the 
rights of ordinary Malaysians as enshrined 
in the constitution. 

At 53, Penang-born Karpal Singh is per- 
haps Malaysia's most famous lawyer. Be- 
ing a prominent member of the opposition 
Democratic Action Party (DAP) also helps 

keep him in the public eye. Overseas he is 
best known for his stout defence of for- 
eigners facing the gallows on drugs 
charges. He has successfully defended at 
least 10 Westerners on serious drugs 
charges, which under Malaysian law carry 
a mandatory death sentence. 

An Australian, Michael McCauliffe, 
awaits the outcome of his final appeal on 
death row. Karpal just shakes his large 
head and lowers his gentle eyes when 
asked what the chances are. 

Karpal's defence of the little man 
against the weight of the law has earned 
him a reputation summed up by an in- 
scribed plaque from a grateful client which 
hangs in his overcrowded office in the 
heart of Kuala Lumpur: "Noble and Able 
Defender of the Defenceless." 

Indeed, a visit to Karpal's Jalan Pudu 
Lama office at almost any time of day 
brings to mind a doctor's clinic rather than 
a legal practice. His clients seem to be 
drawn from the flotsam and jetsam of Ma- 
laysian society — a shabby Indian gentle- 
man clutching his dignity in a battered 
briefcase, a sullen Chinese youth with a 
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PROFILE 


Karpal Singh 











A Malaysian Who 
Dared Sue a King 


Despite the odds, this lawyer takes on cases that test 
the rights of ordinary people as enshrined in the 


constitution 


wild stare and torn shirt. They wait pa- 
tiently for a few moments with the man. 
"Of course I won't take a hopeless case," 

Karpal says, "but there's nothing like tak- 
ing on a case with an element of challenge 
with it." 

Many times this has meant challenging 
the government as well. Karpal remembers 
the first time he raised controversy by chal- 
lenging the government's s stringent Inter- 
nal Security Act (SA). A 14-year-old boy 
was sentenced to hang for possession of a 
firearm in 1977. "The boy listened to the 
judge passing sentence through an inter- 
preter" Karpal recalls. "He grabbed my 
arm anxiously and asked 'Sir, are they go- 
ing to hang me?' " Karpal managed to ob- 
tain a reprieve from the king. "It would 


É There's nothing like 
taking on a case 

with an element of 

challenge init g 


have been politically explosive to hang a 
14-year-old Chinese boy,” he reflects. 

Educated at Penang's St Xavier institu- 
tion — one of the oldest schools in the 
country — Karpal read law in Singapore 
and was called to the Penang bar in 1969. 
It was the 13 May 1969 race riots in Kuala 
Lumpur that drew him into politics. “I 
thought about the future, and thought the 
multi-racial DAP was the party to join,” he 
recalls. In 1974 he was elected a DAP as- 
semblyman in Alor Star. “Actually, Ma- 
hathir was my constituent,” says Karpal, 
with a gleam of humour in his eye. 

Today in parliament, Karpal Singh sits 
on the opposition benches across from 
Prime Minister Datuk Seri Mahathir 
Mohamad, the man who had twice had 
him arrested and detained under the ISA. 

Karpal was one of over 100 opposition fig- 
ures picked up during the October 1987 
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“Operation Lallang.” 

Believing in the law, Karpal chose t 
fight his detention in court. He won on 
technicality and was released almost fiv 
months later. But Mahathir had hi 
rearrested the same day. He was not r 
leased until January 1989. "The legal pr 
fession has been standing up to Mahathi 
and he doesn’t tolerate it,” Karpal says. 


evertheless, since his release, Karp 

has rebuilt his legal practice an 

bounced back into politics. Is he di 
illusioned? “The legal work is very taxing 
he admits. “You deal with people's live 
— literally.” Asked if he feels the legal pr 
fession has recovered from the 1987 cracl 
down on dissent and the judiciary, Karp 
is characteristically sanguine. "It has reco" 
ered some of its composure, but then 
hasn't really been tested since 1987." 

“Political life is not what it used to be: 
Malaysia," says Karpal. His biggest pro 
lem — and that of the DAP — is the med 
blackout on reporting what the oppositi 
says. "We are conducting politics in tl 
dark. This is very frustrating. It is not th 
we aren't doing anything. Just that noboc 
really knows what we are doing." 

The DArP's monthly organ, The Rock 
has been restricted to circulation amor 
party members. “What’s the point of that 
he asks rhetorically. "We can't get our me 
sage to the people." 

Leaning forward, Karpal conside 
whether the struggle he has made of h 
career has been worth it. “I think so,” | 
says, citing the recent government assat 
on the legal immunity of Malay rulers 

In 1984 when he railed against the leg 
immunity granted to the rulers, Karpal Ww 
ejected from parliament for contempt. / 
most a decade later, he feels cer 
Some in his party criticised Karpal's star 
on the rulers this time round because 
meant supporting the government. “I ha 
no regrets," says Karpal. “I am just stickir 
to principles." 
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Letters intended for publication must include the writer's name and address. l 


All letters are subject to editing for length. 





imperial Attitude 


Your 29 April articles on the Japanese em- 


peror [COVER STORY, Modern Monarchs: 
New Rules for Asia's Rulers] adequately 


4 | . refers to the Japanese public’ s “lukewarm 


support” for the throne as well as the inac- 
cessibility of the outdated Imperial House- 
hold Agency. 

Actually, many people here do not ad- 
mire or even think about the emperor in 
their daily lives. And the major media vir- 
tually cannot criticise the royal family or 
the Imperial Household Agency, partly for 
fear that their journalists might have their 
access to the Imperial Palace restricted. 

You might have given your readers a 
more accurate picture had you mentioned 
this bias. Coverage of the royal family is a 
farce. 

YAMAGIWA HIROSHI 
Nagoya, Aichi-ken 
Japan 


Afta Thailand 

Michael Vatikiotis’ article Market or 
Mirage [15 April] misinterprets Thailand’s 
commitment to free trade within the 


Association of Southeast Asian Nations 
(Asean). 

During the visits to Singapore and the 
Philippines, Prime Minister Chuan Leekpai 
spoke on two occasions about his view on 
the Asean Free Trade Agreement (Afta). 
He first told Prime Minister Goh Chok 
Tong of Singapore on 22 March in his din- 
ner speech that Afta has the full and firm 
backing of his government and that he was 
confident that Asean could realise the goal 
of its free trade area much earlier than the 
15-year time frame. Nowhere in Singapore 
did he refer to a "transition period." Before 
the Philippine Chamber of Commerce on 
25 March in Manila, Prime Minister Chuan 
reiterated the commitment of his govern- 
ment and added that Afta will benefit 
Asean as a whole. 

Unfortunately, this important policy 
statement made in Singapore and Manila 
was not reported by Vatikiotis. The par- 
ticular sentence in which Prime Minister 
Chuan mentioned "transitional period and 
adjustment mechanism" for some pro- 
tected industries before the Philippine busi- 
ness community, whose concern over the 
plans for Afta is legitimate, should not in 
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any way be interpreted as a sign of even 
the slightest hesitation on the part of the 
Thai government to proceed in good faith 
with the implementation of Afta. Thai- 
land’s commitment to Afta should be 
judged by its deeds. 

At the Third Meeting of the Afta Coun- 
cil this past December, Asean member 
countries exchanged lists of products, pro- 
grammes for tariff reduction and exclusion 
lists. Thailand’s exclusion list contains a 
smaller number of products compared to 
Brunei Darussalam, Indonesia, Malaysia 
and the Philippines, while the level of par- 
ticipation in the fast-track programme is 
high. 

SAKTHIP KRAIRIKSH 
Director-General 
Department of Information 
Ministry of Foreign Affairs 
Ead did 


False Intelligence 

Your 6 May INTELLIGENCE item about me 
[Singer, Not the Song] contains several 
errors. First, you state that I "fled to US- 
backed South Vietnam after the commu- 
nist victory in the North in 1954." The fact 
is that I moved from Hanoi to Saigon in 
1951, which was three years before the 


| communists took over North Vietnam. 


Second, I am now 72 years old, and not 


| 68 as in your report. Finally, I have never 


requested to return to live in the Vietnam- 
ese capital. I do not know how you can 
make a positive claim about such a "re- 
quest" in your report. Every Vietnamese 
overseas would like to visit their home 
country if possible. I think of such an op- 


| portunity, but I have never applied for any 


type of permission from the communist 

government. And I also think that Viet- 

namese communism as such does not exist 

any more. All that is left is simply an obso- 
lete, totalitarian government. 

PHAM DUY 

Midway City, California 


Correction - 
Singapore Airlines is a joint owner of Abacus 
Distribution Systems, which under a 
memorandum of u nderstanding with Vietnam 
Airlines will give Vietnam its first access to 
an international computerised reservations 
system. A Business Briefing in the 6 May 
issue provided an incomplete listing of 
Abacus' joint owners. They are, in addition to 
Singapore Airlines: All Nippon Airways, 
Cathay Pacific, China Airlines, Dragonair, 
Malaysia Airlines, Philippine Airlines, Royal 
Brunei, Silk Air and Worldspan Global Travel 
Information Services. 









apanese — in Cambodia was am- 
earlier this month, his death highlighted 
"uths. One is that the UN peacekeeping 


eR have much to fear from an armed 


time Japanese troops would be on the front lines to save 
Asian lives. As such the decision was taken by the world as 
a sign of Japanese determination to carve out a serious role 


on the world stage, possibly some day including a seat on | 





-country embar its Siret Overseas diary engagement 
since World War II. No one missed the significance that this | 


rioasterr 
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EDITORIAL 


The Slowly Rising Sun 





nnel cannot protect themselves, much | 
| suspicious of its future. 


the UN Security Council. Yet the death of one policeman | 


has fuelled calls to pack up and run. 

According to a poll taken by Tokyo's Channel Six, al- 
most half of Japanese favour a temporary pullout from Cam- 
bodia. This may not be as surprising as it looks. The one- 
party dominated political structure in Japan no doubt makes 
it harder for officials to rally deep-rooted support for a dan- 


gerous cause. When George Bush sent US troops to the Gulf | 
and when Margaret Thatcher dispatched British forces to - 
the Falklands, they had first to court public opinion — some- | 
| threat to world prosperity since the American Smoot- 
Of course, Cambodia may not have been the ideal first - 
, ended Asia Society meeting in Tokyo, Malaysian Prime 


thing Japan's bureaucracy is loathe to do. 


choice for Japanese involvement. It's not hard, for example, 


to see why Japanese might doubt that the disastrous UN- | 
led "peace process" in Cambodia is the best vehicle for | 
building up Japan's world reputation. For his part, Prime | 
Minister Kiichi Miyazawa rightly noted that “nobody in the - 
| Europe fancy themselves above petty nationalisms. Yet theirs 


world will appreciate Japan's withdrawal." 


But Mr Miyazawa's subsequent pleading for Japanese - 
peacemakers to enjoy special protections serves neither | 
, up against protectionist walls. The newly free nations of East- 


Cambodia nor Japan. Japanese forces, after all, are in Cam- 
bodia to protect Cambodian peace, not to be protected. And 
unless that means a willingness to expose themselves to 
danger (some 60 other foreigners have been killed there), 
the Japanese deployment will be seen as a hollow public 


relations exercise by Japan Inc. Singapore Prime Minister - 
Goh Chok Tong warned that a decision to cut and run | 
would mean “that Japan will have decided not to play an | 


international role in the future.” 


This vacillation does nothing to help Cambodia, but in : 
the long run it may be Japan that pays the price. Certainly | 
Asia would be much better off with a Japan that could play | 
an active role in guaranteeing Asian security. But this re- | 
mains a long way off. Just this year, the Japanese Supreme | 
Court ruled in favour of bureaucrats who censored unfa- | 


vourable references in school textbooks to Japan's role in 
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What Japan must do to win Asia’s trust 


| issue of "comfort women” pressed into prostitution for 
Japanese troops. The common thread running through these | 
constraints on Japanese aspirations is that they are self-im- | 

posed. Until Japan comes to grips with its past, Asia WIE he dos 
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or Asians considering proposals for a new regional 
trade group, the European Community is a lesson in 
how not to proceed. For years now the EC has broken 
down barriers among its 12 members. So far so good. The 
problem is that Eurocrats appear bent on replacing many 
internal trade walls with a mammoth external one. 

The birth pangs of a Fortress Europe should be greeted 
with apprehension by anyone concerned with Asia's con- 
tinued prosperity. The EC moves shadow the continued 
failure of the major trading nations to conclude the Uru- 
guay Round of the General Agreement on Tariffs and Trade 
(Gatt). In a just-released report, Gatt worries about a protec- 
tionist Europe — with good reason. The combination of a 
protectionist EC and a failed Gatt would pose the gravest 


Hawley Act that ushered in the Great Depression. At a just- 


Minister Datuk Seri Mahathir Mohamad said he worried 
about the "G-A-T-T being laughed off as merely a 'general 
agreement to talk and talk'." 

The bureaucrats in Brussels fashioning this Brave New 


is a decidedly provincial Europe. It is not only Japanese ~ 
Toyotas, Latin American bananas and US oilseeds that run: 


ern Europe — Hungary, Poland, and the Czech and Slovak 
republics — are also finding that the celebrated united 
Europe has no room for them. While the rest of the world 
cheered when the Berlin Wall was breached, EC mandarins 
fretted because it meant making a choice: open the door to 
their fellow Europeans or continue subsidies to those already 
inside. Thus far they have opted for subsidy and exclusion. 
We would like to suggest the ultimate test of trade agree- 
ments: Genuinely pro-trade zones will be eager to embrace 
new members. Free markets are founded on the assumption 


that the more participants, the greater the wealth. A group . |. 


that blocks expansion leans more to subsidy and protection. 
In this week's 5TH COLUMN, Arthur Dunkel, the director- 
general of the Gatt, hopes for a world where "cargo trucks 


| and container ships" replace "thundering boots and roaring 
World War Il. We also think of its failure to redress the | tanks." We "spen most Asians would Senes. 
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a bid to end doubts over Hanoi's 
itment to resolve the question of 
ricans missing-in-action (MIA) during 
hé Vietnam War, the US administration 
has encouraged further congressional vis- 
its to the country. The mid-May visit to 
Hanoi by Sen. John Kerry, who chaired the 
Senate Select Committee on prisoners-of- 
war and MIAs, will be followed by another 
Congressional delegation at the end of the 
month. This group will include Republican 
Sen. Bob Smith, a strong critic of Hanoi. 
The administration has already provided 
Smith with a detailed analysis that disputes 
the recently published Russian document 
that claimed Vietnam held more than 600 
American prisoners. If critics like Smith are 
mollified, the Clinton administration is ex- 
pected to allow the IMF's board of directors 
to resume lending to Hanoi after their an- 
nual meeting in mid-June. 


Harbouring a Grudge 


Indian defence authorities, smarting at 
Moscow’s demands that it be paid in hard 
currency for the supply of military spare 
parts, have started to hit back. When a 
Russian warship called at Bombay recently 
it was assigned to a commercial berth, and 
the captain given a bill for US$60,000 in 
harbour dues — payable in US dollars. 
Western warships, which began carrying 
out naval exercises with their Indian coun- 
terparts in 1991, have so far only paid to- 
ken levies during their low-key visits to 
some of the country's smaller ports. 


Debt Trap 


Informed observers in Pyongyang say 
that half of the 1.5 million tonnes of crude 
oil supplied by China to North Korea in 
1992 was financed by "soft" loans and the 
other half by hard currency. North Korea 
has not yet paid up, and China is therefore 
considering halving the volume of oil it 
will provide this year. This would save 
Peking money, and allow China to effec- 
tively join whatever sanctions the UN may 
impose on Pyongyang for seeking to con- 
ceal its nuclear development programme 
while abstaining on the actual vote. 


Flight Plan 


Top executives from airlines and regu- 
latory agencies on both sides of the Taiwan 
Strait will meet in Shanghai from 25-26 
May to discuss the business and technical 
side of direct air links between Taiwan and 
China. The director-general of the Civil 
Aviation Administration of China (CAAC), 
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Zhang Zu-pin, is expected to attend along 
with the presidents of Air China, China 
Eastern Airlines, China Southern Airlines 
and a dozen or so other CAAC-affiliated car- 
riers. Taiwan will be represented by a legal 
adviser to its Civil Aviation Administra- 
tion, the chief of air transport planning for 
China Airlines, Sun Hung-hsiang, and sen- 
ior executives from most of its privately- 
owned carriers. Among the issues to be 
considered will be how to integrate Chi- 
na's and Taiwan’s air traffic control, navi- 
gation and communications systems. 





Unofficial Official Visit 


While Malaysian Finance Minister 
Datuk Seri Anwar Ibrahim's visit to Ma- 
nila in the first week of May was pegged to 
a routine meeting of the ADB, sources in 
the Philippine capital claim that it was an 
official trip. They say this makes Anwar 
the first Malaysian minister, other than the 
foreign minister acting in an Asean capac- 


H334 





— visit raises speculation. 


ity, to make an official visit to the country 
since relations soured over the Sabah issue 
in the late 1960s. According to the sources, 
the visit was an extension of a bilateral ini- 
tiative to improve ties launched when Phi- 
lippine President Fidel Ramos visited Ma- 
laysia in January. Although Anwar held 
talks with Ramos on 6 May, Malaysian of- 
ficials insist the visit was tied only to the 
ADB meeting. 


Over Blown 

Vietnam's security police recently in- 
formed the country's leaders that they had 
uncovered a plot by overseas Vietnamese 
to rent four aircraft from Subic Bay in the 
Philippines to drop bombs on Ho Chi 
Minh City. Vietnamese air force officers, 
however, doubt the Philippines has aircraft 
capable of carrying out such a raid — Subic 
Bay to Ho Chi Minh City is a 2,400-kilome- 
tre round-trip — or that the Manila au- 
thorities would sanction such a scheme. 














CHINA 


Role Reversal 


China’s leading reformists have become the mouthpiece for an 
attack on capitalist ‘evils,’ while the country’s most prominent 


conservative stays out of sight. 


onservative Premier Li Peng may be 
sidelined by a mysterious — and 
possibly political — illness. But his 
patent mixture of economic caution and 


^. ideological cant seems to be making a 


comeback as communist party dogma af- 
ter a year of reformist boosterism from pa- 
triarch Deng Xiaoping and his supporters. 
Li's line is now voiced by some star- 
tling spokesmen, including some of the 
very same reformists in the politburo's 
standing committee with whom the pre- 
mier has been competing for succession 
after the death of 88-year-old Deng. 
Vice-Premier Zhu Rongji, a staunch eco- 
nomic liberal who has been in de facto 
charge of the government in Li's absence, 
now finds himself cast as the overseer of a 
series of measures to curb credit and cool 
down overheated investment. Nor has Zhu 
been allowed to get away with mere nuts 
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and bolts economic tinkering. At a recent 
convention of party propagandists, he was 
heard praising "ideological and political 
work among the proletariat [as] a power- 
ful weapon" for building a socialist market 
economy. 

But the most eyebrow-raising com- 
ments came from standing committee 
member Li Ruihuan, who is known as a 
protector of artists and intellectuals against 
Marxist witch-hunts. The avuncular Li, 
whose party portfolio includes culture, was 
quoted in an official Xinhua news service 
dispatch calling for intensified ideological 
study and attacking “money worship, ego- 
ism and hedonism." 

This was all the party propaganda ap- 
paratus needed: a set of officially de- 
nounced evils against which to launch a 
campaign. Nor is there any shortage of tar- 
gets. Newspapers are full of tales of official 
corruption and indulgence. 

Deep and genuine as public indignation 
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may be about these abuses, the campaign 
nevertheless lends itself to factional infight- 
ing. Venal miscreants can be easily cast as 
creatures of Deng and his reformists. 

One of the most conspicuous targets so 
far has been Yu Zumin, headman of the 
“model” reform village of Daqiuzhuang. 
He was arrested in April for obstructing a 
murder investigation. Meanwhile persist- 
ent rumour hints at corruption scandals 
brewing at Capital Iron and Steel, another 
pet Dengist enterprise. 

To distance the leadership from corrup- 
tion in industry and the bureaucracy, the 
party central committee and the state coun- 
cil issued a notice barring cadres from ac- 
cepting any gifts at all. No meetings o! 
ceremonies are to be held soliciting bribes 
If unable to refuse a present when dealing 
with foreigners, the gift must be handec 
over to authorities within a month. 

An accompanying commentary in the 
official People’s Daily hailed the new cod 
as "very timely, very necessary and in line 
with popular will." 

On 18 May, a new column called “Mar 
ket Economics and Moral Development 
made its debut in the Peking Daily. The 
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newspaper is a mouthpiece of the city’s 
party secretary Chen Xitong who presided 
over the Tiananmen massacre. 

The opening column of the series 
blamed “money worship” for a long cata- 
logue of ills ranging from wife-selling to 
leakage of state secrets. The article con- 
cedes that a certain degree of self- 
interestedness is vital to running a market 
economy. “But we must never use that as 
an excuse to promote money worship and 
suppress the spirit of Lei Feng,” the selfless 
Red Samaritan who symbolises unques- 
tioning subservience to the party. 

Elsewhere in the publishing world, au- 
thorities intervened with a heavier hand. 
The State Press and Publication Adminis- 
tration revoked the licence of one news- 
paper and warned 13 others that their 
“content must tally with what was regis- 
tered and approved.” 

Originally licensed as 
the Light Industry Herald, 
the offending newspaper 
had rechristened itself 
Boss of Bosses and jazzed 
up its content. Many pa- 
pers are resorting to such 
expedients to boost sales 
in the unfamiliar, com- 
petitive world of China's 
newly desubsidised jour- 
nalism. 

As a result, in early 
May censors felt impelled 
to call in the editors of 
major state-run news- 
papers and warn them 
against sensationalism in 
their weekend editions. 
Specific pitfalls to be 
avoided: pornography, 
national secrets and de- 
rogatory accounts of the 
leadership. 

Nor is official nostal- 
gia for bygone days of 
total control limited to 
the field of mass media. 
The People's Public Secu- 
rity News, published a 
commentary bemoaning 
the bulldozing of inner city neighbour- 
hoods. The paper's concern was not with 
architecture, but with the disruptive effect 
upon the ‘household registration’ system. 

Police in old neighbourhoods still hold 
ex-residents’ registration cards, but have no 
idea where the registrants have moved to. 
Nor, it seems, can they rely on the old in- 
formants’ network of neighbours and fami- 
lies that served them so well during the 
Cultural Revolution. 

The conservative turn in party rhetoric 
is not exactly a bolt from the blue. Ever 
since the 14th Party Congress last October, 
there has been a harder undertone in offi- 
cial utterances. 

Last month, standing committee mem- 
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ber Adm. Liu Huaqing mobilised 50 top 
officers to send an anti-US petition to Gen- 
eral Secretary Jiang Zemin. The petition 
said the military "strongly oppose barter- 
ing away [China's] principled criteria for 
state-to-state relations in exchange for bi- 
lateral trade." 

Tough statements on trade are not new, 
but previously most such diatribes have 
been aimed abroad, where their damage is 
minimal from the standpoint of domestic 
politics. The latest round of rhetoric, by 
contrast, is domestically focused and po- 
litically loaded. 

The new line may reflect a sincere con- 
cern on the part of the leadership that the 
economic boom has brought potentially 
disruptive social consequences, a Western 
diplomat suggests. Another possibility is 
that reformists like Zhu Rongji and Li 
Ruihuan are attempting to pre-empt at- 
tacks by more conserva- 
tive rivals. 

Some analysts link the 
new propaganda line 
with the fall from grace 
last year of ex-president 
Yang Shangkun and his 
half-brother Yang Bai- 
bing, the former general 
secretary of the Central 
Military Commission. 
Had the Yangs re- 
mained in power, they 
could have deflected 
conservative attacks. 
Now, the argument goes, 
they might be more in- 
clined to quietly foment 
them. 

Convoluted as it may 
sound, this theory seems 
Straightforward com- 
pared with some ex- 
planations offered for Li 
Peng’s absence. “Of 
course, he might be 
genuinely sick,” admits 
an East European dip- 
lomat, without much 
conviction. But then he 
warms to his subject. 
“Deng wanted to sideline Li and install 
Zhu way back at the 14th Congress, but he 
couldn’t muster the political consensus to 
do so. How much more elegant to do it 
this way.” 

A Chinese source sees the situation in 
simpler terms: “Look what the premier has 
got to face” in the next few weeks, he 
points out: economic tightening, a likely 
confrontation with the West over trade, the 
annual tensions surrounding the 4 June 
anniversary of the Tiananmen massacre. 

“None of this stuff is exactly popular 
... So, if you can identify your rival with a 
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predictable round of bad news, why not? | 


Even if [Li] were not really sick, he might 
be tempted to malinger." = 
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CAMBODIA 


Shattered 
Land 


Elections contested as 
country slides towards war 





By Nate Thayer in Siem Reap 
n the eve of UN-sponsored elec- 
tions, Cambodia as a unitary state 


O has effectively ceased to exist. 


In the week before the polls were due 
to open on 23 May, sporadic raids and skir- 
mishes began to coalesce into a coordi- 
nated campaign as the Khmer Rouge 
sought to seize and hold territory from the 
Phnom Penh government and other fac- 
tion forces. Inter-party violence also in- 
creased, adding to the toll of political work- 
ers murdered by their opponents. 

Recent incidents show how far the 
Khmer Rouge is from having a monopoly 
of violence. While Khmer Rouge guerillas 
mortared Siem Reap's airport in northern 
Cambodia on 15 May, a few miles away 
Vann Sophan, a senior official pro-royalist 
Funcinpec opposition party, was shot 
dead. His murder is believed to be the 
work of government agents, who have rou- 
tinely used violence in recent months. 

Khmer Rouge sources told the REVIEW 
that the fighting would intensify up to and 
during the polls, as the guerilla faction 
seeks to demonstrate that there can be no 
solution to the Cambodian conflict without 
their participation. They say that the north- 
western province of Banteay Meanchey, 
now controlled by elements from Hun 
Sen's Vietnamese-installed government, 
the two non-communist factions and the 
Khmer Rouge, will come under increasing 
military pressure. 

The western province of Battambang, 
the northern provinces of Siem Reap, Preah 
Vihear and Kompong Thom, and the east- 
ern province of Kompong Cham are now 
already largely controlled by the Khmer 
Rouge. This region is expected to be the 
scene of more fighting, both before, during 
and after the elections. Increased military 
activity has also been reported in the south- 
western province of Kompong Speu and 
the central province of Kompong Chhnang. 

Further, the sources say the Khmer 
Rouge is preparing to attack the provincial 
capital of Sisophon. The Phnom Penh gov- 
ernment-controlled city, sited on a key 
road junction some 50 kilometres from the 
Thai border, is one of Cambodia's main 
trade conduits. Were the Khmer Rouge to 
seize the area, it would have uninterrupted 
control of a swath of territory stretching 
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from southwest Cambodia to Kompong 
Cham province, which borders Vietnam. 

Nevertheless, many UN Transitional 
Authority in Cambodia (Untac) and diplo- 
matic analysts in Phnom Penh maintain 
that the Khmer Rouge's strength is overes- 
timated. They argue that while the guerilla 
faction is capable of disrupting the elec- 
tions, it does not have the numbers or mili- 
tary capability to hold any significant 
populated areas for long. 

As Cambodia dissolves into a patch- 
work of armed fiefdoms controlled or con- 
tested by the various factions, Untac offi- 
cials busily preparing for the 23-28 May 
polls contend that the peace process re- 
mains on track, despite the daily litany of 
political violence by government agents, 
Khmer Rouge raids and banditry by sol- 
diers no longer under any authority. 

Such conviction, however, is hardly 
borne out by Untac's actions. UN election 
workers have been issued with flak jackets 
and military helmets, metal detectors for 
polling booths, night-vision equipment and 
other items not normally associated with 
the staging of free and fair polls. 

On 3 May, UN Secretary-General 
Boutros Boutros-Ghali, in his fourth report 
on the UN mission in Cambodia, acknow- 
ledged that things were not going as origi- 
nally hoped. “The election will clearly not 
be taking place in an environment as dis- 


armed and' politi- 
cally neutral as was 
envisaged in the 
Paris Agreement," 
he said. 

Untac's mission 
to hold the ring, as 
the various factions 
tried at least to seek 
an accommodation 
before the elections, 
has effectively failed. 
The aim of demo- 
bilising and disarm- 
ing soldiers of the 
four factions who 
signed the Paris 
Agreements — once 
considered the key 
to ensuring a peace- 
ful process — has 
long been aban- 
doned, leaving an estimated 450,000 Cam- 
bodians under arms. 

National reconciliation between the 
warring factions, another primary objective 
of the peace accord, has also been dropped. 
While Khmer Rouge sources say that 
Prince Norodom Sihanouk — Cambodia's 
interim head of state and titular leader — 
is scheduled to return on 22 May from his 
Peking exile, he has largely distanced him- 
self from the election process. 





Asean Nightmare 


By Michael Vatikiotis in Bandar Seri 
Begawan 
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As elections approach in Cambodia, 
Asean countries fear they will become to 
Cambodia what the EC has to the dis- 
membered Yugoslavia. Concerns about a 
breakdown of the peace process and the 
possible partition of Cambodia are forc- 
ing Asean to consider new strategies to 
avoid what one senior Asean diplomat 
described as a "Bosnia" in the region. 

After 13 years being at the forefront of 
efforts to secure peace and sovereignty for 
Cambodia, Asean is realising that neither 
aim is likely to be secured by the world's 
largest UN peacekeeping operation. "We 
are in a very uncertain situation, Cambo- 
dia is still a thorn in the flesh of the re- 
gion — and we have no plan," said a sen- 
ior Indonesian diplomat. 

However, Asean has issued a state- 
ment reaffirming its commitment to the 
peace process and condemned what it 
described as attempts to disrupt the polls 
scheduled to start on 23 May. The state- 
ment also called on all countries partici- 
pating in the UN Transitional Authority 


in Cambodia (Untac) not to withdraw 
despite a recent spate of attacks on UN 
personnel. 

For the first time Asean also pointed a 
finger at the Khmer Rouge. "We regret 
that the party of Democratic Kampuchea 
[Khmer Rouge] has chosen not to partici- 
pate in the forthcoming elections," the 
statement said. ^The purpose is to dem- 
onstrate resolve and tell the Khmer Rouge 
that we will stay the course, so don't 


— 
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partition. 


FAR FASTERN ECONOMIC REVIEW 





A Funcinpec soldier stands guard at a campaign rally. 
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As a result, there is nothing remotely 
resembling the neutral political environ- 
ment deemed essential for the success of 
the peace process only months ago, and 
now seen as unnecessary by the UN politi- 
cal leadership. 

The UN has decided to accept the cur- 
rent conditions in the hope that some form 
of stable government can be built on the 
weak foundations to be provided by the 
elections. Boutros-Ghali conceded as much 


count on Untac and the international 
community running away," said a senior 
Asean official in Singapore. 

Asean is only mildly optimistic about 
the outcome of the 23-28 May UN-super- 
vised elections. "We will have elections, 
they will not be perfect, but we will de- 
clare that they were free and fair," said 
another Asean official in Brunei. 

For Asean, a best-case scenario would 
be elections which produce a balanced 
performance by the parties, out of which 
a credible government and opposition 
could emerge. "If you have a lopsided 
result, this invites rejection," a senior In- 
donesian official said. 

Very much on their minds — though 
left out of the statement — is the possibil- 
ity that the Khmer Rouge plans the even- 
tual partition of the country along lines 
similar to the Franco-Siamese demarca- 
tion of 1893. Acknowledging US fears of 
this kind of scenario, Assistant Secretary 
of State for East Asian and Pacific Affairs 
Winston Lord said: "There is always the 
danger of that happening with the Khmer 
Rouge. We would of course firmly op- 
pose that, and 1 would imagine Asean 
would also." 

“What the Khmer Rouge wants to do 
is create their own government and terri- 
tory," a third Asean diplomat said. The 
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when he said that elections are “not the 
end of the process of Cambodia's renewal, 
but the beginning.” 

Untac officials say they intend to have 
more than 1,400 polling stations set up 
throughout the country. “Every district ex- 
cept one in Cambodia will be covered,” 
Untac spokesman Eric Falt said on 18 May. 
“Every Cambodian who wants to vote will 
be able to go to a polling place within 15 
kilometres of any village in the country.” 

While violence at election sites may 
force the closure of polling booths, the UN 
has so far refused to back down in the face 
of threats from both major factions. The 
relative success of the polls now rests on 
whether the population believes Untac's 
assurances that voting will be secret and is 
willing to risk casting their ballots. 

As sporadic artillery and rocket fire 
shatters the stillness in Siem Reap, French 
troops build new bunkers on street corners. 
Many of the city's businesses are shuttered, 
the owners having joined an exodus 
sparked by a Khmer Rouge attack in early 
May that also saw dozens of foreign aid 
workers fleeing to Phnom Penh. 

The city's remaining civilians, its Untac 
and Phnom Penh government soldiers and 
the shadowy Khmer Rouge are, like the 
country as a whole, now waiting for the 
next twist in the violent spiral that is tak- 
ing Cambodia back to the edge of war. m 


diplomat said that Asean believed the 
Khmer Rouge was planning to secure 
four provinces in the north and west of 
the country. They are Kompong Thom, 
Siem Reap, Battambang and Preah 
Vihear. "This is very much on our 
minds, as we are opposed to any dis- 
memberment or the creation of enclaves 
in Cambodia," the diplomat said. 

But while Asean can say that a 
Khmer Rouge-controlled state within a 
state will not be recognised, some re- 
gional officials appreciate the difficul- 
ties they face confronting the Khmer 
Rouge. As one exasperated Indonesian 
official explained: “We told them that if 
you don't participate in the elections 
you will be reduced to insurgency; not 
even the Chinese will help you. But 
their answer was: we are ready to die." 

Compounding the problem with the 
Khmer Rouge for Asean, are suspicions 
that not every effort has been made by 
Thailand to strangle the radical Khmer 
faction by cutting off supply lines along 
its border with Cambodia. "The Thais 
maintain they are embargoing and pur- 
suing the Khmer Rouge," said a US of- 
ficial, but other Asean members are pri- 
vately more sceptical, pointing to con- 
inued sourcing of timber from Khmer 
Rouge areas along the Thai border. m 
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Remilitarised 


Zone 


Army strengthens 
its role in politics 





By Suhaini Aznam in Jakarta 





| fter two years of keeping a rela- 
tively low profile, the Indonesian 


armed forces have moved back into 
civilian politics, manoeuvring openly to 
strengthen their hold in the ruling Golkar 
Party ahead of party elections and the 
party congress in October. 

The revival is apparently the opening 
of a long-term campaign focused on 1998 
when incumbent President Suharto is 
widely expected to relinquish office. In the 
intervening years, the military looks set to 
launch an all out effort to place its candi- 
dates in positions of power both in the 
party and in other powerful slots such as 
the vice-presidency, cabinet posts and 
governorships. 

Among the most public military moves 
have been the pre-empting of a civilian 
candidate for the vice-presidency in March 
in favour of former armed forces chief Try 
Sutrisno. Within the party, efforts are un- 
der way to ensure that the Golkar chair- 
manship and other key party positions re- 
main in the hands of retired generals. 

The more obvious hand of the military 
in civilian politics has in part been 
prompted by Suharto’s relatively advanced 
age — he is 71. This makes the question of 
succession, should he die or become inca- 
pacitated, more than the largely academic 
exercise it has been in the past. Also spur- 
ring the drive is the military's anxiety to 
ensure that government maintain a broad, 
pan-Indonesia focus and not fall into the 
hands of a civilian group 
with narrower interests. 

The military game 
plan, or at least that en- 
visaged by one powerful 
faction, is simple. In the 
event that Suharto is un- 
able to hold office, the 
affable but politically 
weak Sutrisno would 
take office, guided from 
behind by a military 
junta presumably led by 
former defence minister 
Benny Murdani. 

At the launching of 
the book, Benny Moerdani 
— Profile of a Soldier 
Statesman last month, influence. 
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Murdani still wields considerable 


p" 


Murdani was in top form, the ballroom 
crammed with a who's who of Jakarta, 
leaving no one in any doubt that he had 
relinquished little political power despite 
his retirement. Murdani, Indonesia's intel- 
ligence chief from 1974-83, and armed 
forces chief from 1983-88, is deemed both 
king-maker and, since retirement, a rally- 
ing point for the "opposition from within" 
to Suharto. 

The chief focus of military opposition 
within Golkar is Research and Technology 
Minister B. J. Habibie, a self-avowed pro- 
tege of Suharto, whose links to the presi- 
dent are sufficiently close to have enabled 
him to push through the purchase earlier 
this year of 39 German navy vessels, reput- 
edly bypassing the naval command. 

Habibie is also chairman of the Indone- 
sian Muslim Intellectual's Association, the 
political platform from which he hopes to 
launch himself into higher office, and a 
group which is antithetical to the armed 
forces' pan-religious principles of govern- 
ment. 

Civilian politicians and the military do 
agree on one thing: should Suharto be in- 
capacitated in the next five years, the pro- 
cess for a smooth transition must be locked 
in place. With memories of the abortive but 
bloody 1965 coup still very much alive, 
there is little chance the military will leave 
the leadership succession to chance, pro- 
military sources argue. 

That said, the chances of another vio- 
lent coup are remote. The legitimisation of 
the dominant socio-political role that the 
military plays in Indonesia means the army 
can get what it wants without having to 
resort to force. That was demonstrated in 
March by the sophisticated manoeuvring 
which resulted in Sutrisno's elevation to 
the vice-presidency. 

One unexpected result of moves by the 
military to solidify its position could be a 
real taste of democracy for Indonesians, ac- 
cording to Burhan Magenda, dean of po- 
litical science at the Universitas Nasional. 
The military may find it expedient to allow 
public debate and open political contest in 
its efforts to block other 
groups from bidding for 
power. 

The armed forces 
meanwhile will be busy 
trying to win delegates 
at the provincial level 
ahead of the contest for 
party chairman at the 
Golkar congress in Oc- 
tober. All are aware, 
however, that as Gol- 
kar's supreme adviser 
Suharto holds the final 
decision and could, if 
D provided with a short- 
list rather than a single 
nominee, overturn the 
delegates’ choice. a 
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AFGHANISTAN 

Kabul Clashes 

Renewed fighting among 
armed Afghan factions in 
Kabul in the week ending 16 
May left at least 500 dead and 
2,500 injured. Arrayed against 
the forces of President 
Buhurnuddin Rabbani and 
northern warlord Rasheed 
Dostum were the followers of 
guerilla leader Gulbuddin 
Hekmatyar. The fighting 
erupted even as all the top 
Afghan leaders, including 
Rabbani, have been locked in 
peace talks in Jalalabad since 
the end of April. 


SOUTH KOREA 
Vietnam Visitor 


Vietnamese Prime Minister Vo 
Van Kiet was all smiles as he 
shook hands with South 
Korean President Kim Young 
Sam on 14 May. Kiet, who 
was in Seoul on a three-day 
official visit seeking to boost 
economic ties, is the highest 





Kiet wants more Korea ties. 


Vietnamese official to visit 
Seoul since the former 
adversaries re-established 
relations last December. 
Agreements covering trade, 
aviation and protection of 
investment were signed. Talks 
were also held on a shipping 
agreement and a treaty to 
avoid double taxation. Bilateral 
trade has doubled from 
US$240 million in 1991 to 
US$470 million last year. The 
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volume of trade is expected to 
exceed this figure by end of 
this year, according to South 
Korean officials. 


New Disclosure Law 


About 30,000 people holding 
civil service or elected political 
posts will be required to 
disclose their assets regularly 
under a new ethics law being 
considered by South Korea's 
parliament. The law will cover 
senior officials and lawmakers 
at local as well as national 
levels. Members of the 
judiciary and prosecutors will 
face similar requirements 
under the law, which is 
expected to be passed in the 
next few months. 


VIETNAM 
Chinese Intruder 


A Chinese seismic survey ship 
intruded into Vietnam's 
southern continental shelf 
from 5-10 May. The survey 
ship interfered with oil 
exploration vessels working 
for British Petroleum and 
India's Oil & Natural Gas 
Commission under a contract 
with Vietnam's Oil & Gas 
Corp., according to the official 
Vietnam News. Hanoi 
publicised the incident one 
day before the 13 May arrival 
of Chinese Defence Minister 
Chi Haotian. His trip marked 
the first visit by a senior 
Chinese military official to 
Vietnam since the two 
communist neighbours fought 
a border war in 1979. The 
Chinese ship was operating, ^^ 
near a disputed area of the 
South China Sea where Deking 
has awarded a concession to 
US-based Crestone Energy 
Corp. 


THAILAND 
Libel Suit 


Prime Minister Chuan Leekpai 
is suing the editor and a 
columnist of the mass 
circulation Thai Ratli : 
newspaper for libel. The suit, 





Chuan sues editor. 


issued on 13 May, says the 
two published a commentary 
two days earlier accusing 
Chuan of acting like a military 
dictator in ordering the use of 
force to suppress a 
demonstration by rice farmers 
in Kamphaeng Phet province, 
north of Bangkok. One of the 
farmers, protesting against low 
paddy prices, died after police 
moved against the 
demonstrators. 


CHINA 
Olympic Arrest 


Peking has kept to its promise 
that no Chinese would oppose 
China's 2000 Olympics bid by 
arresting an anti-Olympic 
activist. Veteran dissident Qin 
Yongmin, 40, was arrested in 
Peking on 23 April and 
detained in Wuhan until 7 


- May. The'entrepreneur and 


former steelworker, who was 
imprisoned for seven years for 
his role in the 1978 Democracy 
Wall protests, said police 
warned him not to form anti- 
Olympics groups, distribute 
anti-Olympics materials or talk 
to foreign journalists about his 
views. 


Jailed Tibetans 

The number of political 
prisoners in Tibet has 
increased by nearly a third in 
the past year, according to a 
report by the London-based 
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human-rights group, the 
Tibetan Information Network. 
The report said that 60% of 
the 335 jailed pro- 
independence activists were 
being held in jails or labour 
camps without trial. The cases 
were documented by 
underground groups in 
Lhasa. 


INDIA 

Israeli Minister Visits 

Israeli Deputy Prime Minister 
and Foreign Minister Shimon 
Peres made a two-day official 
visit to New Delhi on 17-18 
May for extensive talks with 
Indian leaders. It was the first 
high-level Israeli Government 
visit since the two countries 
resumed normal diplomatic 
relations in January 1992 after 
a break of nearly four decades. 
India is looking to Israel as a 
source of technology for 
industry, agriculture and 
defence, possibly including an 
upgrade of the Indian Air 
Force's ageing fleet of MiG21 
fighters. 
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‘Its about communication between people. 
The rest is technology.” 


LARS RAMQVIST, President and Chief Executive Officer, Ericsson. 
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We expect to be able to communicate with anyone, at any time, anywhere. 
We want to be liberated from the constraints of time and space. 

Distances are shrinking. Traditional boundaries are losing their significance. 
We want technology to work for us as individuals. We expect it to meet our 
sophisticated communications needs, but still be easy to use. 

We expect technology to provide us with global freedom, and at the same 
time respect our privacy as individuals. It should allow us to reach others, 
but make ourselves available on our terms. 

Today's technology makes almost anything possible. It is you and I who 


set the limits. 


Respecting people's need for privacy is just as important in the development 
of new telecommunications solutions as it is in our day-to-day communica- 
tions with others. 

Ericsson provides innovative, flexible solutions and services for all types of 
telecommunications networks that are helping our customers to open up 

new business opportunities and supply superior service to users. 

We develop and maintain technologies not only for today's needs, but for 
tomorrow and well into the future. 

70,000 Ericsson employees are active in more than 100 countries. Their com- 
bined expertise in switching, radio and networking makes Ericsson a world 


leader in telecommunications. 


este 
Telefonaktiebolaget LM Ericsson, S-126 25 Stockholm, SWEDEN. ERICSSON 5 


Receniiy the analysts looked 
into our UNIX strategy and 
discovered what sets us apart. 


The view of industry 
observers is clear — Unisys has 
strongly positioned itself as a 
leading provider of UNIX 
offerings for the years ahead. 

Early on, we saw that an 
Intel-based UNIX system 
would protect a customer's 
existing investment in Intel- 
compatible peripherals. 

A recent AIM Benchmark 
demonstrates that performance 
of the Unisys Intel-based UNIX 
system is 
more than 


equal to 





that of any 
RISC-based system. 
And because we have 


unique experience with the 


(61993 Unisys Corporation 


Vision. 





entire range of UNIX from 


desktop to mainframe, Unisys 
is unsurpassed at fully inte- 


grating UNIX systems through- 


UNISYS 


We make it happen. 


out an enterprise. 

All of which brings Unisys 
the recognition of today's 
information technology indus- 
try. And helps our customers 
bring their business objectives 


within sight. 


UNIX is a registered trademark of UNIX System Laboratories, Inc. 


Sales Offices: China: 852-879 3800 Hong Kong: 852-879 3800 India: 91-22 493 3560 Indonesia: 6221-548 5580 Korea: 822-768 1114 Malaysia: 603-263 2988 Philippines: 63-2-852 011 Singapore: 65-224 8333 
Taiwan: 886-2-735 4567 Thailand: 662-260 7460 Distributors: Bangladesh: Primax Computers 880-2-506908 Pakistan: Business Automation 92-21-568 1062 Sri Lanka: BC Computers 941437052 Datatech Ltd 941437938 





SOUTH KOREA 


Bitter Harvest 


Tension rising over Kim’s anti-military campaign 


By Shim Jae Hoon in Seoul 


p 


resident Kim Young Sam's decision 
to honour the people of Kwangju for 
their 1980 uprising against the then 
ruling junta as a “pro-democracy move- 
ment" has deepened the conflict with his 
two predecessors, who came to power by 
suppressing the rebellion. 

Further, Kim's worsening relations with 
former presidents Chun Doo Hwan and 
Roh Tae Woo could have serious implica- 
tions for the stability of his three-month- 
old reform-minded administration. While 
a new army-backed putsch against his 
democratically elected govern- 
ment appears unlikely at this 
stage, Chun and Roh's continu- 
ing links with the still-powerful 
military establishment cannot be 
taken lightly. 

In addition, a number of those 
who helped suppress the nine- 
day, May 1980 rebellion by kill- 
ing some 200 civilians and 
wounding 2,000 others still hold 
senior positions in the military. 
Present army chief of staff Gen. 
Kim Dong Jin, for example, com- 
manded a brigade of the 20th Di- 
vision that retook the city. His 
unit is "credited" with killing 
four civilians and capturing sev- 
eral hundred others, according to 
new findings released by the op- 
position Democratic Party. 

Such newly revealed facts about the 
military's conduct in Kwangju have 
strengthened calls by opposition hardliners 
for a fresh inquiry and the arrest and trial 
»f all officers responsible for the massacre. 

Kim has added fuel to this particular 
ire. His 13 May televised speech on 
Kwangju was preceded by a statement 
rom the presidential Blue House that ob- 
iquely blamed Chun and Roh for uncon- 
ititutionally seizing power after the assas- 
ination of president Park Chung Hee in 
Jctober 1979. Kim described their mobili- 
ation of troops to Seoul on 12 December 
hat year as "a development tantamount to 
| coup d'état in which lower ranking offic- 
'rs disobeyed the orders of superior offic- 
TS." 

That delicate phrasing allowed Kim to 
top short of calling it a coup, presumably 
o avoid having to belatedly prosecute the 
wo former presidents on treason charges, 
nalysts say. Nevertheless, Kim's com- 
nents have already encouraged some peo- 
le to launch lawsuits demanding criminal 
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proceedings to be initiated against Chun 
and Roh. Under South Korean law that 
could trigger a court trial even if govern- 
ment prosecutors do not take official ac- 
tion. Retired general Chang Tae Wan, who 
led the Capital Defence Command that un- 
successfully tried to stop Chun and Roh 
from moving on the government, told a 
news conference that he was preparing a 
lawsuit of his own. 

In addition to unsettling the military 
over Kwangju, Kim has also succeeded in 
angering many of the survivors or the be- 
reaved from the region. His appeal not to 
"forget what happened in Kwangju, but let 





Kwangju, 19 May 1980: a paratrooper beats a demonstrator. 


us forgive," and his call for "history [to] 
determine the full truth if there are still 
doubts about it" met with outrage in 
Kwangju. 

Nevertheless, observers believe that 
most people will accept Kim's package of 
consolation measures intended to mollify 
local resentment. These include: declaring 
18 May — the anniversary of the start of 
the uprising — a public holiday; a new 
registration period for more people to 
report those killed, wounded or missing; 
and further medical attention for those 
still suffering from injuries received at 
the time. 

Neither Chun nor Roh have publicly 
commented on Kim's moves. Chun, how- 
ever, had rejected all accusations of his con- 
nection with Kwangju in testimony to the 
National Assembly in 1989. He then ar- 
gued that as head of military intelligence 
in Seoul, he neither controlled nor com- 
manded combat troops. In recent months, 
however, at least one former army officer 
has accused Chun of overseeing the sup- 
pression of the uprising. Roh has never tes- 
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tified, but in previous remarks to reporters 
he has admitted to joining in Chun's coup 
by using the 9th Division troops under his 
command to surround the government 
building. Roh's aides deny he played any 
role in the Kwangju massacre. 

This silence may now be challenged in 
a court of law. A lawsuit filed by an oppo- 
sition party member names Chun and Roh 
as defendants in a sedition and treason 
case, demanding they be tried for staging a 
coup. He and another civilian in a second 
lawsuit have named a large number of 
other retired generals including Chung Ho 
Yong, who is accused of commanding the 
paratroopers that suppressed Kwangju 
demonstrators. Adding further twists to 
the story, some of the generals connected 
with both Kwangju and the coup — nota- 
bly Chung — now sit as legislators in the 
National Assembly under Kim's Demo- 
cratic Liberal Party (DLP). 

Kim's administration is coming under 
heavy moral pressure to review 
these cases, and Justice Minister 
Kim Doo Hi has promised "a 
thorough" investigation of accu- 
sations contained in the lawsuits. 
This makes some kind of legal 
hearing a certainty, irrespective of 
whether the two former presi- 
dents are involved or not. 

But within the ruling party, its 
factions divided between reform- 
ers and conservatives, Kim faces 
the hard political choice of where 
to draw the line on settling ac- 
counts with the past. According 
to his critics, Kim himself became 
“tainted” when he joined the DLP 
— founded by Chun and Roh — 
in a three-party merger in 1990. 

As if to drive that point home, 
DLP executive chairman Kim Jong Pil, who 
helped bring Park to power in the 1961 
coup, came to the defence of Chun and 
Roh by calling them rightful inheritors of 
the nation-building process begun by Park. 
Speaking on 16 May at a ceremony mark- 
ing the anniversary of Park's coup, Kim 
Jong Pil stressed the factors that linked 
President Kim with a series of army revo- 
lutionaries like Park. “Presidents Chun and 
Roh took over from Park and helped cre- 
ate what we have today, which led to Kim 
Young Sam's election as president and 
which now enables him to carry on his re- 
form policy," he declared. 

Rather than offering a challenge to Kim 
Young Sam, most analysts saw Kim Jong 
Pil's speech as a reaction to the possibility 
that the president may extend his criticisms 
of army rule to include the 1961 coup. Per- 
haps more significantly, however, it was 
the first public signal of the level of tension 
within the DLP, and indicated the party's 
conservative wing was watching the cur- 
rent anti-military backlash with growing 
concern. " 
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JAPAN 


The Right 
to Hunt 


Whaling lobby fails to 
get ban lifted 


By Robert Delfs in Tokyo 


hile some Japanese see the hunt- 
W ing and eating of whales as part 

of the natural order of things, the 
government admits that man-made pres- 
sures have to be considered as well. 

As a result, Japan seems to have de- 
cided not to withdraw from the Interna- 
tional Whaling Commis- 
sion (IWC) despite the re- 
jection of its bid to 
resume commercial 
whaling at a five-day IWC 
meeting that ended in 
Kyoto on 14 May. The 
Japanese delegation's re- 
quest to hunt 50 Minke 
whales would have set an 
important precedent by 
ending the world-wide 
moratorium on commer- 
cial whaling established 
by the Iwc in 1982. 

Japan's pro-whaling 
lobby insists that Western 
anti-whaling activists' en- 
vironmental concerns 
have a racist undertone. 
While this may be far fetched — not least 
because of criticism also levelled at Nor- 
way and Iceland for their pro-whaling 
stance — the whaling debate does seem to 
have reinforced a sense of resentment 
among many Japanese, including some 
who do not even like whale meat. 

"Nobody has any right to tell us Ja- 
panese what we can and cannot eat," said 
a truculent customer at a bar in Tokyo's 
western suburbs. "Eating whale meat is 
part of our culture . .. whales were put in 
the sea for the Japanese people to enjoy." 

Masami Tanabu, Japan's minister of ag- 
riculture, forestry and fisheries, attacked 
supporters of the ban for trying to make 
whales "the sacred cows of the seas." 
Kazuo Shima, an IWC commissioner from 
Japan, said the decision to reject Japan's 
demand "could determine whether Japan 
remains in the IWC". 

But despite strong language during the 
meeting, Japan appears unlikely to leave 
the rwC just yet. Because of its export-ori- 
entated economy, Japan is far more vul- 
nerable to a boycott threatened by Euro- 
pean consumer groups than Iceland or 
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Japanese fishermen have their say on whaling. 


Norway — which have said they will ig- 
nore the rwc ban. Iceland has not actually 
resumed commercial whaling, but Nor- 
way's Prime Minister Gro Harlem 
Brundtland said on 14 May that her coun- 
try intended to resume commercial whal- 
ing this year. 

Anti-whaling sentiment is strong in 
many Western European countries and in 
the US, where existing legislation author- 


that violates a marine conservation treaty. 
There is also a risk that the whaling issue 
could become intertwined with other 
sources of economic friction, particularly in 
the US where Japan's bilateral trade sur- 
plus with the US has exceeded US$11 bil- 
lion for three successive quarters. 

While a continued ban on whaling will 
not hurt Japan economically, the whale 
lobby claims there is no practical reason 
for continuing to exempt the small, fast 





breeding Minke from commercial exploita- 
tion. The Minke's numbers in Antarctic 
waters have recovered to about 760,000, 
since falling to below 200,000 before the 
IWC began discussing a whaling ban in the 
late 1970s. 

The last whale killed under a commer- 
cial quota was a Minke in 1987, though 
Japanese whalers have continued to take 
about 300 Minke each year under a special 
quota for scientific research. The meat from 
these whales, which can be legally sold, 
finds its way to whale meat restaurants, 
sushi shops and fish markets. The price for 
a fresh 240-gram slab of whale sashimi at a 
major Tokyo supermarket in May 1993 was 
Y1,250 (USS11). 

The Japan Whaling Association (JWA) 
even argues that large-scale hunting of 
Minke is necessary in order to facilitate re- 
covery of the seriously endangered blue, 
fin and humpback whales in the Antarctic. 
A JWA press release cited unnamed scien- 
tists who believe that “Minke whale and 
crab-eater seal populations must be culled 
to allow the depleted species to recover 
their original population sizes.” " 
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THAILAND 


Still 
Missing 





. Fate of demonstrators 


ises punitive sanctions against any country | 


O 
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remains unexplained 





By Paul Handley in Bangkok 





ne year after soldiers fired into 
crowds of demonstrators protesting 
his rule, deposed prime minister 
Suchinda Kraprayoon is out on the 
greens looking for lost golf balls. Adul 
Khiewboriboon, on the other hand, is still 
looking for the 163 people who have been 
missing since the demonstrations, most of 
whom are assumed to have been shot and 
their bodies spirited away by the army. 
Adul's 20-year-old son was one of the 
protesters who failed to come home dur- 
ing the violent confrontations that swept 
Bangkok from 17-20 May 1992. Adul, a 
self-effacing Bangkok rice trader in his 50s, 
found his son's body in a hospital on 19 


| May after a day-long search. 


After hearing the complaints of those 
who could not find their relatives — "they 


| told me I was lucky," he says — Adul de- 


cided to work for the families of the miss- 
ing and those known to have been killed 
and injured. 

A total of 52 bodies were recovered 


| from the May massacre, when soldiers at- 


tacked crowds of unarmed civilians on 
Bangkok's Ratchadamnoen Avenue. The 
figure of 163 missing comes from the group 
of families that Adul leads. The officially 
publicised Interior Ministry figure puts the 
total at 47. The discrepancy is accountec 
for by the ministry's extremely strict stance 
regarding evidence that the missing per 
son was at the Ratchadamnoen demonstra- 
tions. 

What happened to the missing officially 
remains a mystery. Despite a number o! 
eyewitness accounts testifying to the clan- 
destine removal of corpses, there is nc 
physical evidence to prove bodies were 
taken away by soldiers. The army flatly de 
nies the allegation. 

The most complete examination of the 
incident, a Defence Ministry report pre 
pared for then-prime minister Anand Pan: 
yarachun, would probably reveal the truth 
Adul believes. But the report, upon whict 
Anand based his decision last July to pun 
ish the army officers involved, has nevei 
been released. Anand has never spoker 
publicly of the report's contents, and very 
few people have ever seen the document 
which remains one of the most secret ir 
the country. 5 
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"It's the fine things in life 
that help directly to make 
people feel good." 
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The Frankfurt Inter- 
national Fair Autumn lets 
you keep track of the 
world's markets. Three 
key themes — gift ideas, 
home and lighting con- 
cepts, tableware and 
kitchens — provide an 
overview of up-to-the- 
minute trends, innovative 
products and new 
suppliers. Here, the right 
information and on- 
target orders give you the 
chance to upgrade your 
assortment in good time 
for the busy season. 
Why not write us? 

We'd be happy to help. 
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Opiate of the Frontier 


~ Pakistan's tribes find it hard to give up poppy crop 


> zmat Haneef Orakzai, district ad- 
Xs A ministrator of the remote Dir region 
gr on Pakistan's border with Afghan- 
=o istan, recalls that one of his predecessors 
— had sought the army's help to end a clash 
~~ between two local tribes. The generals 
¿> advised him against it, saying it would take 
(C two army divisions to control the tribes. 
^. Orakzai tells the story to illustrate the 
-> extreme difficulty the Pakistani Govern- 
- ment faces in persuading local tribesmen 
=> to give up the cultivation of opium pop- 
"^. pies. The law of the gun still prevails in Dir 
>: and the neighbouring district of Swat, and 
^. police prudently keep away from areas not 
'^ accessible by road. Each time the authori- 
- ties move into one of the district's more 
secure areas in an attempt to stop the 
growing of opium poppies, the hardy 
tribesmen shift cultivation to more remote 
and inaccessible mountain reaches. 

Despite the difficulties Islamabad has 
made some headway in reducing the size 
of the national poppy crop. Government 
crop surveys suggest that the area under 
poppy came down from a peak of 32,400 
hectares in 1979 to 6,100 hectares in 1985, 
though by last year acreage had recovered 
to 9,600 hectares. 

Against this, Manzoor Ahmad, who 
leads the narcotics cell in the government 
of the North-West Frontier Province 
(NWEP), claims that the area under poppy 
in his province this year is down to only 
5,670 hectares. After some crop destruction 
by the administration, 5,020 hectares are 
expected to be left for harvesting. Ahmad 

^. thinks that Pakistan's shipments of opium 
|. to the region's heroin refineries will reach 
^- 120 tonnes this year, with an additional 348 
tonnes coming from Afghanistan. 
. . Foreign observers say these figures are 
too low. While conceding that Islamabad 
- has made considerable efforts in eradicat- 
. ing poppy crops, these observers say re- 
sults have been limited to a small number 
- of areas where the government campaign 
- has been most active. Meanwhile, the situ- 
ation is again said to be deteriorating. For- 
-< eign anti-narcotics aid has been drying up, 
leaving Islamabad without the funds 
needed to develop infrastructure and en- 
~ courage alternate crops in tribal areas. 
. But the Pakistani authorities know that 
. even if they were able to eliminate poppy 
growing on their own territory altogether, 
the problem would not have gone away. 
Modest reductions in Pakistan's poppy 
acreage have been more than made up by 



















increases in Afghanistan, where US satel- 
lite images show a rise from 19,900 hec- 
tares in 1992 to a bumper 23,470 hectares 
this summer. 

Enforcement measures in Afghanistan 
have been non-existent since civil war 
broke out in the late 1970s. But in the past 
two years the situation has deteriorated 
further, with the writ of the Kabul regime 
not running beyond the strife-torn capital. 
Ahmad estimates that by 1995 all of Af- 
ghanistan's arable area which is not under 
land mines laid during the years of war is 
likely to be sown with poppies. 

In Pakistan, the mountainous region 
along the frontier with Afghanistan is the 
only part of the country where opium pop- 
pies are grown. The poppy eradication 
campaign is concentrated in the Dir and 
Bunair districts of the former princely 
states of Dir and Swat, as well as in the 
Khyber and Mohmand tribal regions 
which face the Afghan border. 

Under princely rule poppy growing 


was legal, but the opium had to be sold . 
through the government to end users. This 


may explain why poppy growers in these 
impoverished regions have lived off the 
crop without becoming consumers of 
opium. As Khan Rasool, a poppy grower 


Narcotic Nexus 
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Khyber pass 


from Nehag Pass area said: "For genera- 
tions, opium has bought food and clothing 
for my family. How do I survive without 
opium?" 

At Jatgam in Nehag Pass, a dozen local 
notables gathered earlier this month at the 
home of tribal elder Malik Naushad Khan 
to discuss their woes. They argued that for- 
eigners who pressure Pakistan are playing 
by two sets of rules. While demanding an 
end to poppy cultivation they are not pre- 
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pared to stop manufacturing liquor, 





bombs, missiles and other equally deadly 
products because that is how they make 
their living. 

The group maintained that until the 
West stops producing deadly products of 
its own, it was unfair for the US to ask 
poor Pathans to give up their traditional 
livelihood. Asked if they did not care about 
the Islamic injunction against narcotics, one 
furious young man shot back: "Pork is 
haram [forbidden] too but Islam says that it 
becomes kalal [permissible] to avoid death 
by starvation." 

The elders said they had been told by 
the district administration that poppy cul- 
tivation would be banned in their area 
from next year. The quiet menace in their 
voices, coupled with the automatic rifles in 
their hands, lent substance to their declara- 
tion that they would fight the ban to the 
bitter end. 

Another problem is that tribal areas 
controlled from Islamabad have treaty 
rights dating back to British colonial days. 
Any change in the treaty arrangements has 
to be negotiated with each tribal grouping. 
Islamabad's representatives in these areas 
merely control the headquarter towns, with 
the rest of the area governed by local coun- 
cils of elders who jealously guard their au- 
tonomy and tribal ways. 

Federal officials claim that almost all 


heroin laboratories in Khyber, Mohmand 


and Bajaur areas have been closed down in 
recent years. For instance, there were more 
than 100 heroin laboratories in the Khyber 
area, of which less than a score remain. 
Heroin manufacture has essentially shifted 
across the border to Afghanistan. 

However, officials concede that their 
narcotics intelligence comes mainly from 
tribal informants and cannot be readily 
verified.. The construction of roads and 
other communications infrastructure to re- 
mote areas has proved difficult due to 
tribal hostility. Tribesmen used mortars to 
knock out bulldozers and other construc- 
tion machinery sent by the government last 
month to build a road for linking Bara near 
Peshawar with Teerah. 

Other measures to stamp out the heroin 
menace have not helped either. Pakistan 
has banned the production of acetic anhy- 
dride, a chemical used in processing 
heroin. But in the past two years, the 
chemical has been reaching the Pakistan- 
Afghan border through Central Asia, with 
its distribution controlled by powerful 
Pakistani drug syndicates. Authorities 
admit privately that the drug menace in 
Pakistan cannot be eradicated until an 


effective government emerges in Afghani- 


stan. With an estimated 1.7 million Paki- 
stani heroin addicts, Islamabad has ample 
reason to be concerned about narcotics, but 
the tribal people are not bothered because 
none of them is known to be a drug 
addict. | n 
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NARCOTICS 


Cross-Straits 
Trafficking 


China implicated in record 
heroin seizure 





By Julian Baum in Taipei — 


n alarming rise in heroin use caught 
A attention of Taiwan's health 

workers more than two years ago. 
But the bureaucracy responded slowly, 
and some experts said the government 
tried to ignore the problem. 

Now a record seizure of 336 kilo- 
grammes of "Double Lion" brand heroin 
from China's Yunnan province has 
brought a highly publicised declaration of 
war on drugs from Pre- 
mier Lien Chan. 

The government is 
rushing to set up a cabi- 
net-level supervisory 
board on drug enforce- 
ment, and the courts are 
taking a closer look at 
the death penalty which 
has been rarely used 
against drug traffickers 
in Taiwan. 

The real problem 
though, may lie else- 
where. Drugs are not on 
the agenda of the Taipei 
and Peking organisa- 
tions which discuss 
relations across the Tai- 
wan Strait. Until they 
are, Taiwan will have no 
way of even attempting to control sup- 
plies. 

In announcing a national campaign 
against hard drugs, Lien recalled China's 
Opium Wars of the 19th century. "We 
should recognise that drugs are dangerous 
to China," he told the National Police Ad- 
ministration after the record seizure on 11 
May. "We do not want to leave any room 
for drugs and drug users in [Taiwan]," 
Lien said. 

The heroin seizure was the result of a 
two-month-long stake-out by police from 
Chiayi in southern Taiwan, where a deep 
recession in the fishing industry has left 
ports jammed with idle trawlers. The 
amount seized was worth several hundred 
million US dollars at Taipei street prices 
and exceeded the total amount taken by 
police during all of 1992. 

Officials say the size of the cache — 
more than 400 "bricks" found beneath the 
deck boards of an unlicensed fishing boat 
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Lien declares war on drugs but 
China holds the key to success. 


— suggests that at least some of it must 
have been intended for transhipment to 
other countries. One health official esti- 
mates the number of heroin addicts on Tai- 
wan at roughly 50,000. Meanwhile there 
was a more than three-fold increase in the 
number of prosecutions for heroin and 
opium trafficking from 3,300 in 1990 to 
11,700 last year. 


fisherman named Hsu Chang, told police | 


he and his friends had smuggled smaller 
quantities of drugs from China on six ear- 
lier occasions. He claimed the original 
source was Thailand, but drug experts 
have identified the materials as coming 
from southern China. 

Among the steps now being taken by 
the cabinet is better coordination among 
the half-dozen government agencies con- 
cerned with drug trafficking. The new su- 
pervisory board is supposed to be in place 
by early June. The Ministry of Justice has 
also asked for help from the military to 
interdict smugglers. 

Some newspapers 
have called for a wider 
use of the death penalty. 
A trafficker was sen- 
tenced to death in early 
May for smuggling 38 
kilogrammes of heroin 
from China last year, 
but that was reportedly 
the first such use of capi- 
tal punishment in a dec- 
ade. 

After the recent sei- 
zure, another man con- 
victed of smuggling 
heroin from Thailand last 
year had his sentence 
of life imprisonment 
converted to the death 
penalty by a higher 
court. 

An official at the Straits Exchange Foun- 
dation says that Taiwan will have to start 
talking to China about drugs sooner or 
later. "This is one of the biggest issues be- 
cause most of the heroin is coming from 
the other side of Taiwan Strait," the official 
said. 

Chang Hong-jen, deputy director of the 
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All Smiles 
For Lord 


. US avoids confrontation 


The chief suspect, a 40-year-old former | 


in Asean talks 





By Michael Vatikiotis in Bandar Seri 


hen Winston Lord, new US assist- 
W=: secretary of state for East 
Asian and Pacific affairs, travelled 
to Brunei on 14 May to meet Asean offi- 
cials both sides were aware that the issue 
of human rights hung over the talks, 


threatening a confrontation neither 
wanted. But instead of acrimony, the meet- 





| ing ended with broad smiles and unusu- 


ally warm praise from the Asian side for 
Lord's performance. 

“We are very happy with Winston 
Lord. He is somebody we can do business 
with," pronounced Datuk Lim Jock Seng, 
permanent secretary at the Brunei Foreign 
Ministry after co-chairing two days of talks 
with Lord and his new team in Bandar Seri 
Begawan. 

The atmosphere of cordiality has 
evolved not a moment too soon, observers 
say. Asean and the US have in the past 
come perilously close to confrontation over 
the issues of human rights and democracy. 
Open disagreement on these issues could 
threaten the new security framework the 
six-nation grouping is attempting to forge 
with the US and other major regional pow- 
ers as well as impeding its attempts to bro- 


| ker peace in Cambodia. 


Bureau of Pharmaceutical Affairs in the | 


Department of Health, adds that most of 


the base materials for the illegal produc- - 


tion of methamphetamines in Taiwan are 
also smuggled from China. 

But Peking may not be willing to coop- 
erate. China denies that its territory is be- 
ing used to manufacture hard drugs and 
the central government, say some Taiwan 
observers, is probably in no position to en- 
force a local ban on processing. As a result, 
the Taiwan Government's anti-drug en- 
forcement campaign may still be some way 
from attacking the real source of the pro- 
blem. z 


FAR FAQTERN E)ONMAMIOC DCWVIEM 


Asean did get the assurances it was 
seeking reiterating Washington’s enduring 
commitment to preserving the security of 
the region. But undoubtedly more impor- 
tant was the new, less confrontational ap- 
proach Lord displayed. In the previous US 
administration, US-Asean ties suffered 
from what the Southeast Asian grouping 
saw as an overbearing and aggressive atti- 
tude on the part of US officials. Lord's 
more conciliatory approach suggested a 
distinct change of style — if not also of 
substance. 

Some also suspect that Washington is 
learning that using a diplomatic battering 
ram does not succeed in getting its views 
across. US policy has also shifted, observ- 
ers note. With the Clinton administra- 
tion's expressed desire to support a 
multilateral security dialogue in the re- 
gion, Asean diplomats say a partnership 
is evolving in the place of the more sub- 
servient relationship that previously ex- 
isted. EI 
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tially massivé impact on Asia, 

the Democratic. President Bill - 
Clinton has decided to resume aid 
to the UN's Population Fund 
(UNPF) after a seven-year suspen- 
sion. At the same time, the US 
promises once again to assume 
leadership in "stabilising" world 
population growth. 

Like Clinton's decision to re- 
store federal funding of domestic . 
<c. abortion clinics, US aid to the UNPF 

represents a break with the poli- 
cies of Republican administrations 
and is being attacked by militant 
anti-abortion groups in the US. 

But some observers say that the 

-current 103rd session of Congress 
is the most "pro-choice" (in favour of 
women's abortion rights) ever. Even the 
102nd Congress voted for UNPF funding — 
with the proviso that the US contribution 
would not flow to China which practices 
"coercive" population control. But this was 
vetoed by then president George Bush. 

The shift of US policy was confirmed 

by Timothy Wirth, the top State Depart- 
ment official for population affairs, at a UN 
population meeting in New York on 11 
May. Wirth said that the US intended to 
become a major contributor to UNPF and 
was "close to a final decision on conditions 
for [its] contribution and the level of fund- 
ing." One such condition was that China 
.- does not benefit from US support of UNPF, 
. he added. 
© . The new policy reverses a 1985 provi- 
<= sion prohibiting US funding of any organi- 
= sation that "supports or participates in the 
. management of a programme of coerced 
- "abortion or involuntary sterilisation.” US 
^ funding of UNPF stopped in 1986 on the 
© grounds that in China the UN agency was 
:engaged in activities proscribed by the pro- 
. vision. 
— But China was not the only reason be- 
"hind the Reagan administration's disdain 
for population control. "Supply-side 
"demographics" was on the rise, teaching 
-that since people are creative enough to 
-generate wealth if the government does 
“not interfere with their free economic ac- 
tivity, “there is no economic reason to 
. want fewer people," says University of 
Maryland economist Julian Simon, a lead- 
-ing supply-side demographer. "What was 
objectionable then and what is objection- 
























Peking wants couples to stop at one child. 


able now, is the concerted policy of the US 
Government to bring about fewer births, 
particularly to black, brown and yellow 
parents," he adds. 

In 1985, the US gave UNPF about US$50 
million and is apparently proposing to 
contribute a similar amount starting next 
fiscal year. Last year, UNPF allocated 
US$163.4 million worldwide, of which 
US$62.7 million went to Asia. China and 
India were the largest Asian recipients but 
most other countries in the region also re- 
ceived funds. 

The Clinton administration is "ap- 
palled" by recent reports of coercive abor- 
tion in China, according to the US Agency 
for International Development (USAID) ad- 
ministrator Brian Atwood, who testified 
before Congress on 12 May. Atwood said, 
however, that UNPF has “a very strict policy 
which conforms completely with our own 
policy" and that the US can legitimately 
rejoin UNPF, the 1985 provision not- 
withstanding. Even so, the US would 
"fence off" US taxpayers’ money from go- 
ing to the "small programme the UNPF has 
in China," he added. 

Wirth in New York also recalled that 
Clinton, only two days after taking office 
in January, had reversed the so-called 
Mexico City Policy of 1984, which banned 
US funding of foreign non-governmental 
organisations (NGOs) that provide abortion 
services. The repeal of this policy will al- 
low USAID to resume support for promi- 
nent NGOs, including the International 
Planned Parenthood Federation. 

Vocal anti-abortion advocates in Con- 
gress expressed horror at Clinton's support 
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for UNPF as soon as it was foreshadowed in. 








his budget proposal in March. Their con- 
cern was magnified by newspaper reports 
that China had, through coercive measures, 
achieved dramatic results in curbing popu- 
lation growth. 

Sen. Jesse Helms chastised the Clinton 
administration for wanting to help 
UNPF ^which is working hand-in- 
glove with the baby-killers on 
mainland China." Congressman 

. Christopher Smith was annoyed 
that Clinton, "the abortion presi- 
dent,” was about to reverse the 
^humane, pro-woman, pro-child 
policy" of the Republican admin- 
istrations and become "an acces- 
sory to... crimes against human- 
ity.” 

In the 12 March hearing with 
Atwood, Smith said that “fencing 
off" money to prevent it from go- 
ing to China was not possible “be- 
cause money is fungible." UNPF ex- 
ecutive director Nafis Sadik "has 
said over and over and over again 
that the Chinese [birth-control] 
programme is voluntary ... when 
the information completely contra- 
dicts that,” Smith added. He also 

disputed the view that UNPF serves as a 
“window” to monitor what is happening 
in China and to restrain the Chinese. He 
challenged Atwood to say “where UNPF 
had any mitigating influence.” 

While Smith’s rhetoric may be extreme, 
there is consensus among US population 
experts that China has had a compulsory 
population control programme. 

The Chinese have consistently said that 
their population programme was volun- 
tary and that, at any rate, it was none of 
any foreigner's business. There is specula- 
tion that UNPF may leave China altogether 
to clean up its image or that China, an- 
noyed at foreign criticism, may sever ties 
with UNPF. UNPF's withdrawal from China 
would make it easier for the Clinton ad- 
ministration to win Congressional ap- 
proval for resuming aid to the UN agency. 

But one UN official says this scenario is 
“extremely unlikely,” at least in the short 
term. The UNPF cannot reach a decision 
before a 47-member governing council in- 
cluding China agrees to pull out. Nor can 
it act unilaterally vis-a-vis China. 

“All of this debate about UNPF and 
China distracts from the central question, 
which is whether more people are good or 
bad for the world,” says supply-side: 
Simon. 

For him, the answer is that more is 
good. But, as Sharon Camp of the advo- 
cacy group Population Action International 
wrote recently, the Republican policy 
“clearly helped delay a global commitment 
to early population stabilisation.” She and 
her colleagues are welcoming Clinton's ini- 
tiative. u 








THE 5TH 
COLUMN 


isiting Asia is always a pleasure. 
V Each time, I am struck by how the 

landscapes change and the signs of 
progress become more evident. In the cit- 
ies, bustling as they are, the dynamism is 
palpable, whether in the rush to finish new 
buildings or the animation of the people 
on the streets or the colourful bustle of city 
corners. And each time I fly off, my belief 
is stronger that Asia’s growth validates two 
foundations underlying the General Agree- 
ment on Tariffs and Trade (Gatt): that trade 
is a major engine of economic progress, 
and that exposing domestic industries to 
the rigours of international competition 
promotes efficiency. 

Gatt economists estimate that the vol- 
ume of world output grew by only 1% last 
year. On the other hand, the volume of 
world trade rose at a considerably faster 
pace: 4.5% — proof that trade continues to 
be a source of strength in an otherwise gen- 
erally sluggish economic environment. 

Asia is — and has been for years — the 
bright spot on the horizon. Last year, Asia's 
growth rate was substantially higher than 
the world’s performance: about 7%. Even 
more impressive was the 11% trade growth 
(imports and exports) recorded by six 
Asian exporters of manufactures (Chinese 
Taipei, Hongkong, South Korea, Malaysia, 
Singapore and Thailand). Thus the vibrant 
Asian economies have become not only 
major exporters but significant markets for 
many countries as well. 

The significant changes in trade 
rankings during the past decade have been 
due in part to the Gatt framework of most- 
favoured-nation treatment and general 
lowering of trade barriers all over the 
world, which have favoured new entrants. 
Seven of the leading 25 exporters in the 
world last year were Asian, including Ma- 
laysia, which broke into the list for the first 
time. If one counts the EC as a single entity 
and excludes intra-EC trade, six of the 
world’s top exporters are Asian: Japan 
(third), Hongkong (fifth), China (seventh), 
Chinese Taipei (eighth), and South Korea 
(tenth). And trade will likely continue to 
de the major propellent of Asia's growth. 

It is therefore clear that Asian countries 
nave high stakes in ensuring that the mul- 
ilateral trading system remains open, lib- 
"ral and secure. This is particularly impor- 


27 MAY 1993 


By Arthur Dunkel 


tant today, when we see uncertainty cloud- 
ing the Gatt system. Judging by the grow- 
ing number of newspaper headlines on 
trade disputes, it is obvious that the Gatt 
framework, which has served the world 
economy well for four-and-a-half decades, 
now needs to take into account the chang- 
ing needs of international business. And 
this is what the Uruguay Round of nego- 
tiations is all about: to put into place a trad- 
ing system that will meet the needs of im- 
porters, exporters, producers, consumers 
and investors the world over for the re- 
mainder of this century and beyond. 

Asia would be a major beneficiary. First 
of all, a strengthened and expanded Gatt 
would promote greater openness and dis- 
cipline and help discourage bilateral efforts 
at “managed trade,” which usually results 
in inequitable arrangements that harm both 





É Asia has high 
stakes in ensuring 
that the multilateral 
trading system 
remains open, 
liberal and secure 5 





parties. Aside from specific market-open- 
ing measures for tropical products and 
other goods, Asia would benefit from the 
reintegration of the textiles and clothing 
sector into the Gatt. Stronger and more 
equitable disciplines for anti-dumping and 
countervailing actions are obviously of 
critical interest. On services, too, Asia 
would gain, especially given the vast po- 
tential for growth. Likewise, reform of ag- 
ricultural trade should breathe new life into 
the region's farm exports, which have been 
seriously affected by trade-distorting sub- 
sidies and dumping by the big traders. 

It goes without saying that Asia must 
be prepared to provide concessions for 
these benefits. Many Asian governments 
have used the occasion of the Uruguay 
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Round to table substantial market-access 
offers in goods and services. They should 
consider going further to secure a final 
deal. The Draft Final Act also provides for 
rules for the provision of intellectual pro- 


perty rights; the impact of accepting these | 


disciplines should now be considerably 
less because of the recent reforms in many 
Asian countries in this area. In agriculture, 
some governments in the region that have 
benefited enormously from the multilateral 
trading system in the area of industrial 
goods should be prepared to play a con- 
structive role in initiating credible reform 
in a long-neglected area. 


he period of the Uruguay Round has 
i also seen widespread initiatives for 
closer regional cooperation. While 
regional trade agreements are generally 
welcomed in the Gatt, there are limits to 
what they can do. The Association of 
Southeast Asian Nations (Asean) knows 
very well, for example, that their main 
markets lie outside the region. The North 
American Free Trade Agreement is another 
laudable effort. But I cannot help pointing 
out that with success in the Uruguay 
Round, any one government can strike 
solid trade deals with more than a hun- 
dred nations all in one go. A Gatt strength- 
ened by a successful Uruguay Round re- 
mains the best safeguard against problems 
arising out of regional trade agreements. 

I am optimistic that the Round will be 
concluded this year, because the tide of 
current history strongly favours trade lib- 
eralisation. A basis for concluding the ne- 
gotiations is already on the table — the 
Draft Final Act of the Uruguay Round. As 
the Asean countries have said in one re- 
cent meeting, what is lacking is one final 
ingredient: the will to conclude quickly. 

The end of a bi-polar world presents a 
tremendous opportunity for governments 
everywhere. As Asia's own record has 
shown, trade can substantially contribute 
to economic and social growth all over the 
world. An effective multilateral framework 
for trade in a strengthened Gatt system will 
help ensure that instead of thundering 
boots and roaring tanks, we will hear the 
reassuring sounds of cargo trucks and con- 
tainer ships bringing goods across borders 
in a peaceful and progressive world. m 
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NEW ZEALAND 


Too Much of a 
Good Thing 


UN peacekeeping 
burden starts to tell 


By Colin James in Wellington 


ew Zealand won a reputation as a 
^peacemonger" in the 1980s when 
it first banished US nuclear war- 
ships from its waters and then cut its de- 
fence budget from 2% to 1.6% of GNP. Now 
it looks as if dedication to peace may force 
it to spend more on war. The problem is 
that UN peacekeeping operations, de- 
scribed „by, Defence Minister Warren 
Cooper in March as a “mar- 





One of the main issues bothering the 
government is budgetary. New Zealand's 
contribution to the UN peacekeeping fund 
has gone from NZ$1 million (US$544,000) 
a year in 1990 to NZ$12 million in each of 
the past two years, with a further rise in 
the current fiscal year ending in June. New 
Zealand's two main political parties agree 
the current NZ$3 billion budget deficit has 
to be cut, so more spending on peacekeep- 
ing may mean less on social services. 

A second problem is manpower. As of 
now the country has 220 troops involved 
in peacekeeping, or about 5% of its coun- 
try’s regular armed forces. But overall 
numbers are not really the issue. Most in 
demand for peacekeeping are the army's 
^middle management" from sergeant to 
major. These people are critical to running 
and training the forces back home, and 
there may be limits on how many more 
can be spared. 

The other worrisome issue is safety. Of- 
ficials are uncertain whether voter support 


INDIA 


Abstain and 
Frustrate 


Rao aborts opposition 
plan to impeach a judge 


By Hamish McDonald in New Delhi 


t all began with some carpets. They 
were ordered some four years ago for a 
judge’s house in Chandigarh, the ad- 
ministrative capital of Punjab and 
Haryana states. Then there were silver 
maces ordered for the High Court in the 
city, furniture, suitcases, long-distance tele- 
phone calls and petrol used in taking the 
judge's car down to his home at Madras 
in southern India. 

Compared with, say, the corruption 


,*ellous, wonderful tool," 
^. are threatening to absorb an 
. uneomfortably large share 
... Qf the/country's defence re- 
' » Sources. ^ ‘y i 


La |. New Zeàland has, taken 


scandals in Italy, Justice V. Ramaswami's 
allegedly inflated expenses hardly seem 
enough to bring a whole government into 
disrepute. Yet they were enough to make 
the closing of the latest session of India's 
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b eh in 16 out of the 27 mili- 
\ tagy and peacekeeping op- 

‘eratidys the UN. has orgàn- 
ised since 1945, plus six that 
were bá&ked by'th&UN but 
not run by it. The list runs 
from Korea in the early 
1950s to the Gulf War and 
Somalia and most recently 
to Cambodia, where the UN 
forces include more than 80 
New Zealanders — mainly 
signallers, naval specialists 
and mine clearing instructors. 

New Zealand's small, well-trained and 
equipped units are suited to most peace- 
keeping operations, particularly for techni- 
cal work. Serving military personnel like 
peacekeeping operations because they get 
experience in the field and in working with 
other countries' forces. Lieut-Col Neil 
Bradley, commanding a 3,000-strong mul- 
tinational engineering unit in Cambodia, 
could never have got that kind of experi- 
ence within New Zealand. 

Voters like peacekeeping too. Foreign 
Minister Don McKinnon's mail runs 
heavily in favour. Generally, churches and 
peace groups are also in support. But the 
operations have multiplied, raising difficult 
policy questions for participants. The UN 
now has more than 60,000 troops in peace- 
keeping actions, up from 11,000 three years 
ago. These numbers are likely to rise fur- 
ther — with increasing risks — as the UN 
moves from simple policing of ceasefire 
agreements to trying to separate combat- 
ants, as in the former Yugoslavia. 


24 


A New Zealand mine detection expert shows how. 
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will remain when New Zealand troops be- 
gin to kill and get killed. Some 30 UN serv- 
ing troops had died up to February in re- 
cent operations, but since then the toll has 
risen further with more deaths in Cambo- 
dia and Bosnia. In a recent speech 
McKinnon argued that international law 
gives inadequate protection to peacekeep- 
ers. Mckinnon said he would like to see 
responsibility for attacks on UN personnel 
blamed on those responsible. 

McKinnon’s stress on individual re- 
sponsibility makes sense. But some New 
Zealanders wonder how long the benefits 
of being involved in peacekeeping will be 
worth the cost and the dangers. In this they 
are certainly not alone. Indian Lieut-Gen. 
Satish Nambiar, the former commander of 
the UN forces in ex-Yugoslavia, was prob- 
ably speaking for many when he said re- 
cently that he saw "no reason why men 
and women from faraway countries should 
shed their blood on behalf of communities 
unwilling to come to terms with each 
other." = 
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parliament on 14 May a sour occasion for 
Prime Minister P. V. Narasimha Rao when 
it should have been a moment of satisfac- 
tion. 

Rao should have been collecting acco- 
lades for pushing through a third reform- 
ing budget, with only minor concessions to 
other parties, and getting parliament to put 
off elections for another six months in the 
four states where Hindu-nationalist 
Bharatiya Janata Party (BJP) governments 
were dismissed after the Ayodhya mosque 
was destroyed by a Hindu mob last De- 
cember. 

Instead, MPs of the ruling Congress 
party went home to their electorates with 
near-universal condemnation ringing in 
their ears. Congress had proclaimed its 
“moral bankruptcy” said the Indian Express 
newspaper. Congress had “placed the seal 
of legitimacy on corruption,” said The 
Times of India, and was now “on a suicidal 
path.” And Rao himself once again heard 
the familiar litany about his leadership: 
prevarication, ineptness, indecision. 

The Ramaswami case was one that re- 
fused to die, in a country where scandals 
such as the US$1.4 billion Bofors artillery 
deal never seem to get resolved. It led to 
India’s first impeachment hearing in par- 
liament since independence in 1947. 

The difference between this and other 
scandals may be that it affected a senior 
member of the judiciary, one of the few 
institutions — the army is another — that 
Indians believe has resisted a tide of cor- 
ruption in their country. To protect the in- 
dependence of the bench, Supreme Court 
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judges hold office. andit es retire at 65 
and can only be removed by a two-thirds 
vote of parliament. 

- Previously, several junior judges had 
been forced to retire by their colleagues. 
Ramaswami was the first justice of the 
Supreme Court, the highest judicial body, 
to come under a cloud when details were 


leaked in 1989-90 of his alleged financial 


excesses as the chief justice of the Punjab 
and Haryana High Court. 

<- Ramaswami strongly protested his in- 
nocence all along, but in July 1990 accepted 
the advice of then chief justice Sabyasachi 
Mukherji to stand down until cleared. In 
November that year, a committee of three 






judges said there was no justification to 


keep him off the bench, and Ramaswami 
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returned to hearing cases. 

But the affair had attracted the interest 
of non-Congress parties. On the day par- 
liament was dissolved for elections in 
March 1991, 108 members of the lower 
house of parliament introduced an im- 
peachment motion against Ramaswami. 
The outgoing parliamentary speaker ap- 
pointed a second panel of three judges to 
investigate the allegations. Their report 
eventually upheld 10 of the 14 allegations, 
and concluded that it would be "prejudi- 
cial to the administration of justice and 
public interest" if Ramaswami continued 
in office. 

Still Ramaswami refused to leave his 


post, and on 10 May the impeachment - 
began in the lower house. Five opposition. 
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iuda. eded p^ the communist party's 
Somnath Chatterjee, outlined the charges. i 
Then Ramaswami's counsel, senior advo- 
cate Kapil Sibal, spoke to the parliament: 
for four hours in defence of his client. | 

It was a legal four de force, reworking: 
the figures to suggest that the expenditure 
was actually within Ramaswami's allow- 
ance. Sibal claimed that justices should not 
have to worry about keeping mileage 
records and measuring carpets, that it was: 
not actually a case of corruption — in that 
no linkage was made with court cases 
under Ramaswami's jurisdiction — and. 
that malicious officials were behind the: 
leaks fed to politicians and the press. But it. 
was not enough to impress the movers of. 
the impeachment; SER adi Dals 
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George Fernandes and the BjP’s Jaswant 
Singh got up to demolish Sibal's argu- 
ments. 

The outcome, on the second day, was 
an anti-climax. When the vote was taken, 
the impeachment motion attracted 196 
positive votes, all from the opposition par- 
ties, and none against. All the 205 Congress 
members present at the debate abstained. 
Because it failed to attain the mandated 
two-thirds majority of those present, the 
motion lapsed. 

On 14 May, Ramaswami claimed to 
have been vindicated and announced his 
impending resignation, saying the parlia- 
ment's decision had “safeguarded for the 
future fearless and independent judges 
from scurrilous attacks and calumny from 





Rao is accused of ineptitude. 


motivated persons.” Given that no one had 
voted against the impeachment, few com- 
mentaries upheld this view. Most agreed 
with BIP leader L. K. Advani that it had 
been “a sad day in the history of the coun- 

The role played by Rao in the Rama- 
swami vote also came out. Before the hear- 
ing, the prime minister ordered all Con- 
gress MPs to attend the impeachment be- 
cause of its importance, and let it be known 
that he preferred a conscience vote by indi- 
viduals after they had heard arguments for 
and against Ramaswami. 

On 11 May, just before the second day 
of the hearing, he called a meeting of about 
45 party members to hear their views, after 
expressing his inclination to vote for the 
impeachment. He was dismayed to find a 
large section backing Ramaswami. In 
particular, MPs from Ramaswami's home 
state of Tamil Nadu were pushing the 
motion that the impeachment was a con- 
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Local Hero 


Drive to topple Sabah leader stalls 


By Michael Vatikiotis in Kota Kinabalu 


alaysian Prime Minister Datuk Seri 
Mahathir Mohamad was character- 
istically blunt recently when de- 
scribing why he is seeking to remove 
Datuk Seri Joseph Pairin Kitingan, opposi- 
tion chief minister of the East Malaysian 
state of Sabah. 

“He [Pairin] wants a Bangladesh creat- 
ed as he knows Bangladesh's history," 
Mahathir told a rally in Sabah last Septem- 
ber. That comparison is probably unfair: 
despite their political and economic differ- 
ences and the 1,600 kilometres that divide 
Sabah from the capital Kuala Lumpur, the 
likelihood of armed secession is remote. 
But the comparison with Bangladesh does 
reflect a growing impatience in the federal 
government at Sabah's refusal to bow to its 
supremacy. 

For their part, members of Pairin's rul- 
ing United Sabah Party (PBs) claim they are 
merely asserting their rights and have no 
desire to break away. "This is the Malaysia 
we wanted in the first place, not one that is 
sliding towards becoming a unitary state," 
says PBS Vice-President and Finance Minis- 
ter Datuk Bernard Dompok. 

The latest confrontation flared after 
Muslim state assemblymen of the United 





| Sabah National Organisation (Usno) an- 


spiracy by northern political interests | 


against southern Indians. As the prospect 
strengthened during the day of a Congress 
split on the issue, Rao decided this would 
weaken his image as a leader and ordered 
abstention by everyone. 

However, the outcome has been a Con- 
gress portrayed as a party that "protects 





corruption" and Rao as indecisive. The BJP | 


has been handed an issue on a plate for 
when the next state or national elections 
are held. © 


nounced in April that they were entering a 
coalition with Pairin's mainly Christian PBS. 
Five out of 12 elected Usno state assembly- 
men joined the pps, a clear defeat for the 
federal government, which had been woo- 
ing Usno to topple Pairin from power. 
With the leadership in Kuala Lumpur los- 
ing patience with such acts of defiance, 
observers believe that unless a compromise 
can be reached the stage may now be set 
for more drastic intervention — such as the 
imposition of federal rule. 

Geographically and ethnically close to 
the Philippines — which still claims the 
state — Sabah’s integration with the rest of 
Malaysia has been dogged in recent years 
by misunderstandings with Kuala Lum- 
pur. Different views on race, religion, re- 
sources and even the cost of airfares be- 
tween Sabah and the peninsula are all 
bones of contention. Those problems were 
aggravated after Pairin took the PBs out of 
the ruling coalition just before the 1990 gen- 
eral election, souring relations with Ma- 
hathir. Mahathir has never forgiven Pairin 
for this stab in the back, a political grudge 
which many Sabahans believe has turned 
into a personal vendetta. 

Pairin himself is at a loss to explain the 


FAR EASTERN ECONOMIC REVIEW 


predicament he finds himself in: he has 
little or no contact with federal leaders, 
economic assistance from the federal gov- 
ernment is being squeezed, and both he 
and his brother are in court on charges of 
corruption. During a break in his trial, 
airin told the REVIEW: "I don't know what 
is eating him [Mahathir] up. 1 don't think I 
have done anything wrong against the fed- 
eral government or the principles of de- 
mocracy." 

So far, the federal government's antago- 
nism towards Pairin and the PBS appears 
to have backfired, with anti-federal feelings 
if anything more intense than they were a 
year ago. Indeed, observers consider that 
the political persecution of Pairin by the 
centre has made something of a martyr of 
him, masking many of the shortcomings of 
his own government and the economic 
situation. 

For some Sabahans in fact, Usno's rejec- 
tion of a proposed merger with Mahathir's 
United Malays National Organisation 
(Umno), which dominates politics on the 
peninsula, is a strong reassertion of Sabah's 
perceived special status within the federa- 
tion. Sabah joined Malaysia in 1965 under 
an agreement known as the "Twenty 
Points" which granted Sabah — as well as 
its East Malaysian neighbour Sarawak — 
certain distinct privileges within the fed- 
eration. 

Since then, Sabahans contend that a 
number of the provisions have been 
eroded, notably the reduction of Sabah's 
share of revenues from the state's oil, the 
ceding of Labuan Island off Sabah's west 
coast to federal control, and more recently 
an attempt to impose a ban on raw log 
exports, the source of almost half of the 
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Mahathir warns against secession. 


27 MAY 


199; 





state government's revenue. 
"If you draw up a contract, 
and after some years it be- 
comes null and void, what is 
the basis of understanding?" 
asks a senior member of the 
PBS government. 

Facing local suspicion 
that it represents ethnic po- 
larisation and more direct 
rule, Umno is struggling to 
gain ground in Sabah, reli- 
able independent sources 
say. An ordinary Usno 
member from Sempurna on 
the east coast of Sabah told 
the REVIEW: "All we want is 
to be led by our own lead- 
ers: we don't need an out- 
side party." 

As that comment illus- 
trates, federal government 
pressure on PBS appears to 
have backfired. That is cer- 
tainly the case with the Usno debacle, for it 
was precisely with Usno's support that 
Mahathir hoped he could topple the rss. 
By integrating Usno's Muslim voters into a 
new Sabah-wing of Umno, Mahathir was 
banking on Pairin's defeat at the ballot box. 
But the attempts to transpose the ethnic 
component party system, which governs 
West Malaysia, onto Sabah have met with 
little success. 

“Generally, the people here don't un- 
derstand their concept and style of leader- 
ship," claims Usno secretary-general 
Askalani Abdul Rahim, who is now youth 
and sports minister in the state govern- 
ment. In his view, attempts by Umno to 
gain a foothold in the state could pit Mus- 
lims against non-Muslims. 

Publicly Umno is banking on state 
elections being called soon, but many 
observers say that even if they get that 
wish, Umno has little chance of gaining 
-ontrol of the state assembly. Umno would 
have to capture at least half of the 42 seats 
in the 48 seat assembly controlled by the 
BS/ Usno coalition. 

Despite those odds, Umno information 
chief in Sabah Karim Ghani is sanguine. 
Jsno's alliance with the pss is “a political 
dloy that has nothing to do with the wishes 
X the people," he says, adding “the 
'uphoria won't last long once the economic 
ituation in the state begins to bite." 

That may happen soon. While Malay- 
ia's overall GDP growth has averaged 8- 
0% since 1990, Sabah's projected growth 
n 1992 was just 3.2%. "This must have 
mplications for employment," says a local 
‘conomist. 

Yet surprisingly, Sabahans do not con- 
ider their economic predicament a major 
ssue. They seem more concerned with the 
nplications of more direct control from 
wala Lumpur — which for the Chinese 
‘ould mean less racial tolerance. a 
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Pairin faces three charges of corruption. 


Glacial 
Justice 


The wheels of justice turn slowly in 
Sabah's High Court. Not having the 
benefit of a court stenographer means 
that Judge Dennis Jiew Fook must 
painstakingly record for himself every 
question and answer in the ongoing cor- 
ruption trial of Sabah's Chief Minister 
Datuk Seri Joseph Pairin Kitin 

On this particular day, the trial's 
52nd, the judge spends almost 10 min- 
utes clarifying where a carbon copy of a 
letter entered as evidence by the pro- 
secution originated. There is no amplifi- 
cation in the courtroom, and the fans 
and air-conditioners keeping the mid- 
day heat at bay all but drown out the 
replies of chief prosecutor Abdul Ghani 
Patail. The letter comes from a dupli- 
cate or "flimsy" file, Abdul Ghani says. 
"Flimsy? How do you spell that?" the 
judge asks, pen poised. 

Behind the prosecutor, a handful of 
reporters suck sweets and read books 
to pass the time between questions and 
answers. But others in the court are less 
sanguine about the glacial pace of the 
proceedings. "It can take up to 20 min- 
utes to enter a document as evidence," 
complains the head of Pairin's defence 
team, Anthony Scrivener. 

The trial has been under way since 
January 1992, but the prosecution is 
only half way through the list of wit- 
nesses in the first of three charges of 
corruption laid against Pairin by the 
federal government. The chief minister 
is charged with using his position to 
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determine who was awarded a contract 
worth M$1.4 million (US$545,171) for 
the construction of shop-houses in his 
constituency of Tambunan. 

The prosecution is trying to prove 
that Pairin ordered the local state eco- 
nomic development council to award 
the shophouse project to Rimkaya Sdn. 
Bhd, a company in which his relatives 
allegedly were among the directors- 
cum-shareholders at the time. The case 
for the defence appears to rest on al- 
leged evidence that in fact the order 
came from the very person who impli- 
cated Pairin in the first place, former 
United Sabah Party (PBs) minister Mark 
Koding. 

As the trial resumed in the first week 
of May, the court-room seemed almost 
deserted. “Our supporters used to come 
in their droves to give support to 
Pairin,” said a member of the chief min- 
ister's PBS. "Now everyone is just 
bored." 

Although they may have lost inter- 
est in the day-to-day proceedings, many 
Sabahans seem clear about the larger 
issue, believing that this trial is an at- 
tempt to undermine Pairin's position in 
the state. If convicted and fined more 
than M$2,000 or jailed for one year or 
more, Pairin could be di ified as a 
member of the state assembly. "They 
want to show the people he is corrupt, 
but the people know he is just a politi- 
cal victim," said a member of the state 
government attending the hearing. 

As members of his cabinet watch the 
proceedings from the public benches, 
Pairin sits impassively jotting notes and 
passing messages to political aides. De- 
spite his placid demeanour, however, 
Pairin is aware that the trial is hamper- 
ing his ability to administer the state. 
The chief minister is obliged to sit in the 
dock while the court is in session, mak- 
ing it extremely difficult to conduct any 
government business until the court 
adjourns at 2 p.m. Ironically, before en- 
tering politics Pairin served as a pros- 
ecutor in the same courtroom. 

Meanwhile, there is apprehension 
within the pss about the fallout from a 
possible conviction. One fear is that if 
Pairin is convicted the public demon- 
strations which would probably result 
would give the federal government the 
excuse it may be looking for to declare 
a state of emergency and impose cen- 
tral rule on Sabah. The military — 
which has no political power in Malay- 
sia — is unhappy about this, sources 
say, as they would bear the burden of 
patching up a break-down of relations 
between Sabah and the centre. 

m Michael Vatikiotis 
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FOR THOSE SEEKING 


MORE THAN ONE DIMENSION 


“A watch is just a watch, so long as 

it tells the time.” It’s the kind of state- 
ment that makes us all the more 
determined to safeguard one of life’s 
irreplaceable pleasures — the multi- 
dimensional time of complicated 
watches. 


For more than 150 years we have been 
making timepieces for men and women 
who see beyond ordinary time. Einstein 
owned a watch made by us fig. 1, so 
did Tchaikovsky, Wagner, Marie Curie 
and Charlotte Brontë. Each of them — 
whether scientist, musician or writer — 
had the rare gift of being able to exploit 
time as a creative element in their 
work. 


Today we are still recognized as the 
only watchmakers whose timepieces 
adequately convey a sense of outstand- 
ing personal achievement. We can rise 
to your greatest occasion with a total 
of 33 horological complications — far 
beyond the capabilities of any other 
watchmaker. Our Calibre 89, the most 
complicated portable timepiece ever 
built fig. 2, expresses the full scope of 
time: astronomical time — from a star 
chart geared to the apparent movement 
of the heavens, to the times of sunrise 
and sunset; seasonal time, sidereal 
time and the equation of time fig. 3; 
long time in the 400-year cycle of the 
Gregorian calendar; short time with 

a split-seconds chronograph; the sound 
of time in a Grand Strike, chiming 

the hours and quarters, in passing, 

on a Westminster carillon; spiritual 
time in the date of Easter; and time 
that escapes gravity in the tourbillon 
escapement. 


TO TIME... 


If you find the Calibre 89 a little incon- 
venient for everyday use, our watch- 
makers have brought together the 

more essential complications in a 
number of wristwatches. You can be 
assured that each represents the finest 
watchmaking in the world. 


You may find your most treasured 
possession in the handsome tonneau- 
shaped, perpetual-calendar watch fig. 4. 
The unique combination of a fly-back 
dates-hand showing the progression 

of the month, and a minute-repeater, is 
a refinement that took us about four 
years to develop. 


You will appreciate that there are no 
half measures in complicated watch- 
making. We are building precision 
timekeeping instruments that you will 
expect to perform faithfully for a 
century or more. In our self-winding, 
perpetual-calendar wristwatches fig. 5, 
our own design and superlative crafts- 
manship ensure that the calendar 
mechanism absorbs an infinitesimal 
amount of power as it smoothly changes 
the day, date and month, records 

the quarters of the day and the leap- 
year cycle. The moon-phase in our per- 
petual calendars is extremely precise, 
taking 122 years and 45 days to accu- 
mulate the hardly discernible variation 
of a single day. 


Our perpetual-calendar and chronograph 
combination fig, 6 finds particular 
favour among collectors who enjoy the 
finer points of mechanical watchmak- 
ing. Through the sapphire-crystal 
caseback, you can admire the exquisite 
hand-finish of our movements and 


bring into play the precisely coordinated 
actions of the column-wheel, levers and 


gears fig. 7. 


Impeccable workmanship is taken for 
granted by those who wear our watches. 
But if you choose one of the half-dozen 
or so slim, self-winding, perpetual- 
calendar repeaters fig. 8 that we com- 
plete each year, you can expect much 
more. We have encapsulated in our 
most sophisticated wristwatch the an- 
cient and authentic sound of time. 
Celebrate a moment — any moment — 
by making the mechanism ring the 
hours, quarters and minutes with the 
pure, clear resonance that only we have 
been able to achieve in a minute- 
repeater. 


Those who consider a watch is just a 
watch, so long as it tells the time, will 
be gratified to learn that in this elegant 
wristwatch fig, 9, time is told both by 2 
minute-repeater and by an observatory- 
rated chronometer. In it moves the most 
ingenious compensation device known 
to horological engineering. The rotating 
tourbillon cage literally absolves the 
watch's regulator from the laws of gravity - 
removing one of the last obstacles to 
the final frontier of mechanical precision 


But if you seek that extra dimension 

to time, to mark your achievement, to 
inspire your creativity or simply to 
enjoy sublime watchmaking, you will 
almost certainly wear one of our 
timepieces one day. You will then come 
to recognize the touch of the world’s 
finest watchmakers fig. 10, and know 
that the name on the dial can only be 
Patek Philippe. 


Should you require information on any particular Patek Philippe watch, or even on watchmaking in general, we would be delighted to reply to your letter of enquiry. 








hig. 4: Ref. 5013. Self-winding, 
minute-repeating wristwatch with 
perpetual calendar, moon-phase 
and a retrograde dates-hand, 
which flies back to the beginning 
of the month after reaching the 
28th, 29th, 30th or 31st day. 
In Patek Philippe wrist- 
E] watches, the buckle and the 
hidden pins that secure the 
strap are of gold. 
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Wats fig 8: Re 3974 
The confidence of a 


smoothly functioning 
perpetual calendar, and 
the pleasure of hearing 


the time, combined in ane fig 9: Ref. 3939. A minute-repeater which 
of Patek Philippe's most | '5 also a rated chronometer. A tourbillon 


sophisticated wrist- device cancels out the effects of gravity. 


watches. 


fig. Í: Einstein's 
daily inspi- 
ration. 

















fig. 10: Ref. 3919. The gentleman’s 
classic wristwatch. One of the many intro- 
ductions to Patek Philippe's dimensions 
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fig. 2: Time on a cosmic scale 
in the Calibre 89 — the most 
complicated portable timepiece. 


fig 3: The sidereal dial of the Calibre 89 
features spiritual, seasonal and astronomical 
time, as well as a revolving star chart. 











fig. 6: Ref. 3970. The perpet- 
ual-calendar chronograph... 


fig. 7: „displaying the 
poetry of traditional 
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fig. 5: Ref. 3940. The finish on the 
case and the bracelet reflects the perfect 
functioning of Patek Philippe’s 
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AC CN ultra-thin (3.75 mm), self-winding, 
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our publications. Patek Philippe, 41 rue du Rhône, Geneva, Switzerland. 


AS À perpetual-calendar wristwatch with 


moon-phase. 
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better than 
shoot shoot, 
an Indonesian 
diplomat 
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Scientific Meetings Being Held 
To Reduce Spratlys Tension 


n 31 May, a three-day marine-research 
O workshop will open in Manila, attended by 

participants from nine countries around the 
region. While those taking part will be scientists, 
the seminar will have political significance because 
it represents an exercise in “preventive diplomacy,” 
an attempt to defuse one of the major flashpoints 
in Southeast Asia: the conflicting claims to sover- 
eignty over the Spratly Islands in the South China 
Sea. 

Ever since the international agreement on Cam- 
bodia was reached in 1991, the attention of coun- 
tries in Southeast Asia has been increasingly focused 
on the South China Sea as a possible catalyst of 
armed conflict since the Spratly Islands are claimed 
in whole or in part by six governments — those of 
China, Taiwan, Vietnam, the Philippines, Malaysia 
and Brunei. 

Already, the islands in the South China Sea have 
been the scene of two battles in the last two decades: 
in January 1974, Chinese air and naval units ousted 
the South Vietnamese garrison from the Paracel 
Islands, north of the Spratlys. And in March 1988, 
there was a military confrontation between Peking 
and Hanoi in the Spratlys, at which the Chinese 
again bested the Vietnamese. 

With the disintegration of the Soviet Union and 
a reduction in the US presence in the region, the 
importance of China as a political and military force 
has increased. Because China initiated both the 1974 
and 1988 South China Sea battles, China’s attitude 
is crucial to whether there will be a peaceful resolu- 
tion of the Spratlys dispute. 

Late last month, President Fidel Ramos of the 

Philippines held talks with China’s new president, 
Jiang Zemin. Afterwards, he said that the two gov- 
ernments had agreed that disputes in the South 
China Sea should be settled peacefully. 
When I asked him in Hongkong if 
; a concrete settlement had been reach- 
ed, one that other governments in- 
volved would be asked to endorse, 
Ramos responded: “The agreement 
for peaceful settlement is concrete 
enough." He then pointed to the ma- 
rine-research workshop as the next 
step in the search for a peaceful settle- 
ment. 

The first step in this process was 
taken more than three years ago. The 
process, initiated by Indonesia, is 
designed to bring all the claimant 
countries together to discuss not their 
conflicting claims of sovereignty but 
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MALAYSIA ~ rather non-political issues such as the 
AER v environment, navigation and marine 
pert research. “Talk talk is better than 


shoot shoot," says S. Wiryono, the In- 
donesian Foreign Ministry's director- 
general of political affairs. 
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The first workshop on "Managing Potential Con- 
flicts in the South China Sea" was held in Bali in 
January 1990. It was attended by the six Asean states, 
three of which have claims on islands and reefs in 
the South China Sea. The second workshop, in Band- 
ung in July 1991, was expanded to include partici- 
pants from China, Taiwan, Vietnam and Laos. All 
involved took part ostensibly in their private capac- 
ity, even though they included officials from the 
foreign ministries of all the countries involved, ex- 
cept Taiwan. But even Taiwan’s participants includ- 
ed members of its "unofficial" embassy in Jakarta. 

The participants agreed that disputes should be 
settled by peaceful means and that the governments 
involved should do their utmost to exercise self- 
restraint. They also agreed that each country should 
attempt to delimit its own exclusive economic zone 
and continental-shelf boundaries with its neigh- 
bours through negotiations. 


jakarta, went a step further as the par- 

ticipants agreed that joint development of 
the South China Sea's resources could resolve the 
current impasse regarding resource development. 

While these workshops were being held, how- 
ever, other events occurred that suggested that the 
underlying problems had by no means been re- 
solved. China in February 1992 promulgated a law 
on the territorial sea and the contiguous zone, in 
which it laid claim to all the Spratly and Paracel 
islands. This was followed in May 1992 with an 
announcement that China had entered into a joint 
venture with Crestone Energy Corp. of the US to 
explore for oil and gas in an area adjacent to an 
offshore Vietnamese oil field and which Vietnam 
claims is on its continental shelf. 

These actions took place while senior Chinese 
officials claimed that Peking's policy was to shelve 
the sovereignty issue and cooperate with the coun- 
tries of Southeast Asia. Premier Li Peng first said 
this in Singapore in 1990 and then president Yang 
Shangkun reiterated the stance during his Asean 
trip in June 1991. 

Thus, Jiang’s latest reassurances to Ramos have 
to be seen in light of what has occurred in the last 
few years. China, it seems, is torn between the de- 
sire to mend its political fences with Southeast Asian 
countries and its desire to press its territorial claims 
to the limit. 

In all likelihood, China is not yet ready to nego- 
tiate seriously. Peking wishes to maintain its ter- 
ritorial claims while minimising the damage to its 
relationship with the members of Asean. Its stated 
desire for joint development of resources is encour- 
aging, but similar statements have been made for 
more than a decade regarding the Diaoyutai, or 
Senkaku, islands, which are also claimed by Japan. 
As yet, there have been no joint development 
projects. * 


T he third meeting, held in mid-1992 in Jog- 
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sandue indosuez selects France felecom to builc 
its worldwide communications network. 


France lelecom 
brings the world 
closer 
to your business. 


At large companies everywhere, international 
activity is accelerating. 
Communication networks must anticipate and 
contribute to this intensification. As a leading 
international carrier, France Telecom offers its 
internationally operating customers 
comprehensive, efficient and cost effective 
business communications solutions, leaving 
them free to concentrate on their core business. 


At Banque Indosuez, for instance, France 
Telecom, capitalizing on the bank's already 
installed communications base, is adding a 

node in Paris which links its Parisian sites with 
its worldwide branches, for quicker, safer, 
more efficient and cost effective voice, text and 
data transmission 


From basic leased lines to complex hybrid global 
networks, users will find a wide range of high 
quality solutions, including top performing value 
added services such as professional round-the- 
clock network and facilities management, client 
support centre for maintenance, one stop 
shopping and many more. In the Banque 
Indosuez trading room, business hours of 
financial centers all over the world no longer get 
in the way of business efficiency. 


For more information call 
Singapore (65) 7346158 Beijing (B6) 1 401 33 85 
Jakarta (62) 21 521 1850 Tokyo (81) 3 35 78 70 00 
Hong Kong (852) 868 9900 
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TRAVELLER’S TALES 


An Auspicious Day for Tasting Books 


Sanwei (Three Flavours) Studio, Pe- 

king’s oldest surviving private book- 
store. Proprietors Liu Yansheng and her 
husband Li Shigiang were careful to avoid 
inauspicious dates according to the tradi- 
tional lunar almanac. 

At the same time, they had to steer clear 
of sensitive interludes on the calendar of 
the ruling Communist Party, like the 15-31 
March legislative session or the 5 April an- 
niversary of the 1976 Tiananmen protests, 
held in the aftermath of the death of Pre- 
mier Zhou Enlai. 

But then, as entrepreneurs in the super- 
charged cultural field, with a multi- 
generational clientele, Liu and Li are al- 
ready old hands at juggling tradition and 
modernity while walking a political tight- 
rope. They finally settled on a 7 April 
opening, which augured well for a new 
business according to the almanac. 

As it turned out, the day dawned cold 
and gusty, the air choked with yellow 


| t wasn't easy to choose a date to reopen 


AT 
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Gobi desert dust. Even so, Sanwei's gala 
attracted the biggest and most eclectic 
crowd of Peking intellectuals assembled 
since the Tiananmen crackdown of 1989. 

Fresh-faced students from Peking's pre- 
mier universities helped venerable literati 
like translator Yang Xianyi, cartoonist Ding 
Cong or legal scholar Yu Haosheng to as- 
cend the stairway to the new tea-room 
above the bookstore. Philosophy professors 
Chen Guying and Bao Jianxin signed the 
guest roster with a calligraphic flourish. 5o 
did a leavening of mid-level officials and 
high-powered consultants from govern- 
ment think-tanks. 

Wang Dan, recently released student 
leader of the 1989 pro-democracy protests, 
hesitated for a few minutes at the door be- 
fore venturing in. Celebrity social critic Dai 
Qing, a scion of the communist cadre elite 
recently returned from a US fellowship, 
held court among her fellow journalists. 
Millionaire author Wang Shuo diffidently 
ducked interviewers and autograph hunt- 
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ers. Uniformed beat cops from the neigh- 
bourhood, old friends and customers of the 
bookstore, stood stiffly amidst the assem- 
bled dignitaries. 

Police attention is nothing new to the 
Sanwei proprietors. Like many Chinese in- 
tellectuals in their fifties, both of them have 
done jail time — Liu for her “rightist class 
background" and Li for voicing heterodox 
doubts about the Cultural Revolution. 


ven after the ebb of Maoist fervour 
E in the late 1970s, the only work that 
either of them could find was as la- 
bourers for a Peking street committee. It 
was there that they met and married. Their 
debut as booksellers came courtesy of Liu's 
daughter by a previous marriage, Yu 
Yansha, who launched China's first non- 
state bookstore in 1985 in Peking's univer- 
sity district of Haidian. 
In 1988, Li and Liu borrowed Rmb 
200,000 (US$35,200) from friends to set up 
their own bookstore. They bought à ram- 








shackle courtyard house near 
Tiananmen, off the main 
thoroughfare of Changan 
street just opposite the Minzu 
hotel. Almost as soon as they 
opened their doors, a sub- 
way construction site block- 
ed their entrance. 

They named their shop 
Sanwei after the scholarly 
studio where, in the late 
Qing dynasty, China’s pre- 
mier 20th century author, the 
leftist (but adamantly non- 
communist) Lu Xun, im- 
bibed the basic “three fla- 
vours” of cultural literacy — 
Confucian classics, history 
and philosophy. 

Yu's shop became the 
venue for some of 1989's democracy salons 
— which got her briefly jailed and her busi- 
ness shut down after the Tiananmen crack- 
down. Sanwei, meanwhile, emerged as a 
more casual meeting place for authors, stu- 
dents, reporters from nearby Xinhua, aca- 
demics and foreign residents of Peking. 

Unlike the glassed-in counters of state- 
run bookstores, Sanwei's shelves were 
open and chairs were set out for browsers' 
convenience. Readers would strike up 
spontaneous discussions around the pot- 
bellied stove in the middle of the shop, or 








Li and Liu get the date right for a good start. 


in the office-cum-storeroom in the back. 

When the tanks started rolling across 
nearby Xidan and into Tiananmen in 1989, 
Sanwei habitués took refuge behind the 
hoarding around the subway construction 
site next door. The bookstore and its pa- 
trons escaped relatively unscathed, though 
Sanwei has been the subject of recurrent 
surveillance ever since. 

Cracks began to appear — literally — 
in the snug literary haven of Sanwei in au- 
tumn of 1992, when the years of subway 
construction finally took their toll on the 





foundations of the old court- 
yard house. Liu and Li ap- 
plied for compensation and 
were promised a new two- 
storey building. 

They designed it in tradi- 
tional style, but with an airy 
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roofscape through its lat- 
ticed windows. It took eight 
months to build and furnish. 

The upstairs tea-house 
(which also has a liquor li- 
cence and serves snacks) is 
designed to host periodic ac- 
tivities like amateur opera re- 
citals, stockmarket seminars 
and literary discussions. 
"Let's not call it a ‘salon’,” she 
adds. “Just a place where people can meet 
and talk." At the opening ceremony, she 
laced her brief welcoming speech with 
politically correct comments crediting 


upper storey that offers a | 
view of Peking's hutong | 


patriarch Deng Xiaoping's reform and | 


opening policy for Sanwei's auspicious 
reopening. 

Nevertheless, public security officials 
came around a couple of days later to re- 
quest a copy of the guest list. Li 


Lincoln Kaye is a Review correspondent based 
in Peking. 
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We've always been big on the way we care 
for our passengers. A devotion exemplified 
by the attention we pay to the smallest of 
details. Providing you ample comforts on 
the ground and in the air that make short 
work of lcng flights. And expressed in a 
warm, personal service greatly appreciated 
by the people we fly. Even the little ones. 
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Going Home 


Aetas are returning to their villages on Mt Pinatubo 


By Vaudine England in Manila 


eginning since time, the mountain 
belong to the Aetas,” said David 
Apang, who together with other 
members of his tribe fled Mt Pinatubo in 
June 1991. Now, almost two years later, 
groups of his fellow Aeta are reclaiming 
that mountain. “I am born in the moun- 
tain,” he said. “Of course I love my place. 
All the produce is broken already, maybe 
we can find some more. If we can plant 
more, maybe we go back.” 

Apang and his fellow tribesmen are 
now returning to the mountain, which is 
home to about 10,000 Aetas, a Negrito peo- 
ple. They are turning their back on patchy 
gov ernment attempts to ' integrate" them 
by resettling these mountain people in des- 
ignated lowland sites. 

Part of the reason is that, to the 
marginalised Aeta, centuries of pressure 
from the lowlanders served mainly to rein- 
force a traditional Aeta mistrust of people 
not like them. They call lowlanders “white 
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people,” because they are fairer than the 
dark-skinned and kinky-haired Aeta. 

While the volcanic eruption may have 
changed their landscape, it did not change 
the age-old tension between the Aeta and 
all others. Despite every apparent death- 
knell to the Aeta way of life — of which the 
volcano was only the most recent — Aeta 
people continue to find strength in their 
own sense of self-reliance. And that is why 
they are going back into the mountains. 

“We are not really used to being beg- 

gars,” said Erlinda Dolandolan, a short, 
comfortably shaped woman who is one of 
the few Aetas in the government office 
meant to look after them, the Office for 
Northern Cultural Communities (ONCC). 
What Dolandolan lacks in stature she 
makes up for in spunk, sharp words and 
laughing authority. "We were the first peo- 
ple of this land," she said. "But we are 
treated as the last." 

“This is the first time we've been min- 
gling with the lowlanders," she explained. 
“It is true that before the eruption we are 
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going down [from the mountains], but just 
for a few hours, like that maybe in the 
morning, and in the afternoon, go back. 
Not like today that we have to stay here 
day and night. And it's really very difficult 
for us to have an adjustment." 

This Aeta sentiment is not new. An 
American traveller in 1881 told a similar 
tale: "The Spaniards, in vain, made strenu- 
ous efforts to implant civilised habits 





A new Aeta home near Pinatubo. 
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among the Aeta who were supplied with 
food, clothing and all necessities of life for 
one year which would give them an op- 
portunity to till the land and provide for 
themselves in the future. But they followed 
their old habits.” 

A recent walk into the mountains with 
three Aeta tribal chieftains and two 
younger Aeta showed the tenacity of the 
Aeta conviction that the mountain, albeit 
partly shattered, is their true home. Al- 
though they know there are alternatives to 
a hard life in the hills, they prefer not to 
adopt alien habits of lowland life. 

One of them, Bernardo, a 76-year-old 
grandfather, likes to walk a couple of days 
into the mountains to re-visit his old home, 
the village of Maguisguis. In a lush green 
valley with volcanic mountain views, he 
once swirled his wife around under the 
stars, framed by acacia, mango and palm 
trees. Just over 15 kilometres from the cra- 
ter of Pinatubo, all that remains 
of it now is the shell of the town 
plaza and one decrepit nipa hut. 

A solid river of volcanic ejecta 
has wiped out the rest of the 
town and most of the valley. 
When Pinatubo erupted in June 
1991, it spewed out tonnes of this 
sticky, glittering ash and rock- 
laden sludge. New rain brings 
more of it down the mountain 
slopes, ruining towns, rivers and 
coastlines. The name of this vol- 
canic ejecta — lahar — is a re- 
cent addition to the Aeta vocabu- 
ary. 

But Maguisguis is humming 
with activity. Soon after dawn, a 
"arabao and cart carrying a small 
»owerfully built màn appears. 
de is an Aeta, back to spray some mango 
rees and collect wild bananas. 

In the single hut, eight Aeta men shared 
he shaky floorboards overnight. Three 
were there to collect bananas and plant 
‘oot crops. They had waded waist-deep 
hrough torrents of pumice-laden liquid 
ahar, barefoot, balancing bows and ar- 
‘ows, cooking pots and sacks of rice. 

Grandfather Bernardo leads the conver- 
ation with cracks about his age, which, he 
ays makes him "still available but not ne- 
jotiable, right?" He was forever talking to 
he landscape and greeting other Aeta who 
merged from the foliage from time to 
ime. “Many people wonder if I can actu- 
lly be a Negrito. Why? Because I am five 
oot three! And we all know Negritos are 
mly four foot six!” 

The original Aeta lifestyle, unchanged 
or centuries, is that of hunter-gatherers. 
hese people know the land inside out. 
hey know where the best water is, what 
lants to eat, how to snare wild birds and 
nimals — even how to scale towering and 
pparently dead trees, for the harvest of 
rild orchids on top. The orchids can be 
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bartered for food, and they protect the 
head from the glare of the noonday sun. 

After an almost vertical hike up from 
the lahar into a wooded valley, Grand- 
father Bernardo led his fellow travellers to 
more permanent signs of an Aeta return to 
their homelands: a skeletal hut perched on 
a dusty knoll, in direct view of Mt 
Pinatubo. Three scrappy dogs gave the 
hut's residents warning — one pregnant 
woman and a child. She waved at a distant 
hilltop where her husband was practising 
kaingin, or slash-and-burn agriculture. 

Further up the hills, Antonio Manilisay, 
leader of a community of 16 Aeta families, 
stood amongst the dust, heat and flies, as 
wide-eyed children clutched their pregnant 
mothers' skirts in wonder. These families 
had lived in the Baquilan Resettlement Site, 
near Botolan on the Luzon coast. 

With Bernardo acting as interpreter, 
Manilisay explained that "sometimes they 





go back to the resettlement. They are catch- 
ing birds for barter, they are picking up 
lahar and bringing it to town, they are also 
catching wild chicks in the forest." 

When Aetas were first deposited into 
government centres in the immediate 
aftermath of the eruption, about 600 Aeta 
children died. They fell prey to diseases 
and eating habits they had never encoun- 
tered before. Refusing Western-style medi- 
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cine, they died of measles and malnutri- 
tion. “Death is normal to them," said Jean 
Laguerder, a development worker from the 
Philippine Rural Reconstruction Move- 
ment, a non-governmental organisation. 
“What is abnormal to them is when you 
ask them to take pills and medicines.” 

But while Aetas would like to be left 
alone, Laguerder, like most well- 
intentioned Filipinos, sees room for im- 
provement. Asked if she fears for Aeta cul- 
tural survival, she responded: "We should 
try to change what may be unsustainable. 
For example, in agriculture, they are slash- 
and-burn farmers. We should try to mini- 
mise that kind of practice." 

Dolandolan, the Aeta working with the 
ONCC, is one of the few Aetas who has ex- 
perienced lowland life. She feels that what 
threatens Aeta culture is not new ideas, or 
lowland habits but rather the lack of 
money to start new businesses, and the 
. lack of representation to compete 
Z 3 with lowlanders for attention. In- 

tegration between Aeta and 
lowlanders cannot be stopped, 
she says, but must be managed 
from a position of strength. Aeta 
efforts at selling charcoal and 
pumice from the mountain are a 
case in point. A lack of capital to 
pay for the transport to Manila 
means the sales go through a 
lowlander middleman, cutting 
Aeta earnings almost in half. 

“There are some people who 
are sincere, to help the Aeta or 
Negrito.” she said. “But there are 
only a few — most of them are 
taking advantage of the igno- 
rance, of our customs and 
traditions. But as far as we are 
concerned, we want to preserve our 
culture, we don’t want it exploited by 
others.” 

Aetas, like other tribal communities, 
have their own internal organisation. 
Chieftains are elected by all members of 
the group over 15 years of age. There is no 
hereditary right to rule. Each chieftain 
heads a tribal council, which is the govern- 
ing body of each settlement. “So long as 
you are capable to hold the position, and 
you have the confidence of the people, the 
people trust you, they will give that posi- 
tion to you,” Dolandolan explains. 

The Aetas’ return to their mountain life- 
style reflects a survival instinct strength- 
ened by centuries of neglect by the authori- 
ties. Translating a comment from a tribal 
leader in her office, Dolandolan said: “He 
says at this point in time, he could no 
longer rely on the government, because it 
keeps on promising. The word pulpak — it 
means, only promises.” ^ 
Vaudine England is a correspondent for the 
BBC in Southeast Asia who has lived in the 
Philippines for the past two-and-a-half years. 
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The Wizards of Oz 


The End of Certainty: The Story of the 1980s 
by Paul Kelly. Allen & Unwin, Sydney. 
A$49.95. 


We will be hearing a lot more about 
Paul Keating, his Zegna suits, his razor- 
tongued talent for hurling insults and his 
dominance of Australian politics. In a 
clever, stunning victory in March, Keating, 
bucking the pollsters and a blistering re- 
cession, rode back into the prime minis- 
ter's office in part by pushing the theme of 
Australian identity. 

Bluntly put, his refrain was: 
Goodbye Queen, Hello Asia. 
Now, mandate in hand, what 
Prime Minister Keating does 
with it matters — to Australians, 
of course, who desperately need 
jobs, but also to the rest of the 
region that Keating likes to call 
his neighbourhood. 

For those wanting to take the 
measure of this man of contra- 
dictions, a savage political fighter 
as well as an aesthete whose 
passion is neo-classical art and 
antique clocks, The End of Cer- 
tainty is a great deal more than 
just a good place to start. Paul 
Kelly's 686-page masterwork is 
not for those of short attention 
span or of weak wrist; it is a very 
smart journalist’s account of the 
wrenching, still-in-progress re- 
invention of a place once proud 
to be known as Fortress Aus- 
tralia. 

Not surprisingly, Kelly, for 
years the doyen and house intel- 
lectual of the Canberra press gallery and 
now the editor-in-chief of The Australian 
newspaper, tells the story of a traumatic 10 
years of politics. 

Also not surprisingly, Paul Keating goes 
from swashbuckling bit player at the 
book’s beginning to the mainstay of the 
action by the end. In fact, Kelly’s version of 
Australia in the 1980s is in many ways the 
story of the rise to power of Keating — a 
story Kelly had his part in as confidante 
and sometime cheerleader. Blending the 
biases of an insider with a sharp analytical 
eye, Kelly delivers a fascinating portrait of 
Keating, a high-school drop-out turned 
political dynamo, who through bullying 
and the force of his ideas came to steer the 
Labor Party in new, sometimes reckless di- 
rections. 

But Kelly has his eye on a wider canvas 
than Keating. His aim is to depict the play- 
ers and the policy debates of the 1980s — 


Labor's decade in which Rhodes Scholar 
and sports fan Bob Hawke as prime minis- 
ter, with his brash young sidekick Keating 
as treasurer, championed economic reform, 
deregulation and the free market — against 
a dramatic, big picture backdrop of historic 
change. 

In Kelly’s telling, Australia in the 1980s 
saw the collapse of the main political ideas 
that have shaped the nation-continent since 
it became a federation in 1901. His list of 
crumbling or already bygone ideas in- 
cludes White Australia; protection of both 





Eight from the Eighties. 


industry through trade walls and workers 
through centrally negotiated padded wage 
settlements and over-manning levels; a pa- 
ternalistic state; and an unbroken link with 
the British Crown. 

The era Kelly says is passing was best 
summed up by Barry Humphries, the 
comedian who left Australia for interna- 
tional fame as Dame Edna Everage, when 
he was once asked to name the most extra- 
ordinary thing that had ever happened to 
him. His answer: to be born in a British 
seaside town in Southeast Asia. 

The end of that era also means the end 
of certainty. It is Kelly's thesis, painstak- 
ingly unravelled over hundreds of pages, 
that the engine of change has been the 
political process, the leadership of poli- 
ticians and the mundane acts of parlia- 
ment. 

It is also Kelly's thesis that the revolu- 
tion kick-started by the Labor Party, once 
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it began its winning streak in national elec- 
tions in 1983, is not finished. In fact, the 
revolution is threatened by a deep divide 
within the party over whether it is worth 
completing. 

Kelly’s tour of the horizon takes us right 
up to the eve of the recent election, leaving 
none other than Keating straddling the 
divide which Kelly defines as those who 
believe in free-market economics versus 
those who do not. Now with the election 
over and Keating the victor, Kelly's analy- 
sis of the choices Keating must make and 
of the crisis of ideology that hit Australian 
politics along with the recession are all the 
more topical. 

Is it true, as Kelly writes, that "The 
question for Labor's future is whether it 
launched in the 1980s a revolution that is 
tantamount to its own death warrant?" 
Has Keating, one of the architects 
of the dismantling of Australia's 
closed economy and the old po- 
litical set-up, now become a hos- 
tage of that old set-up in which 
Labor's power rests on the power 
of the unions? Is Keating, who 
once warned that Australia could 
become the economic equivalent 
of a banana republic, willing to 
push through deeper structural 
reforms? 

Keating now presides over 
the end of certainty and this book 
is at its best and most controver- 
sial in asking what he will do 
with it. Keating's dilemma, ac- 
cording to Kelly, arises from the 
economic imperative to interna- 
tionalise the economy on the one 
hand, and the knowledge that 
this will hasten the decline of 
trade union power and the tradi- 
tional Labor view of the role of 
government on the other. Not 
just Kelly will be watching what 
Keating does. | m Margaret Scott 


Margaret Scott is a freelance writer based in 
Tokyo. 








Mr Fightback 


John Hewson: A Biography by Norman 
Abjorensen. Lothian Press, Port Melbourne. 
A$34.95. 


History is not kind to losers. But if Aus- 
tralian voters hadn't been scared stiff by 
election gloom and a threatened Goods 
and Services Tax (Gsr) they might have 
had, by now, a prime minister called John 
Hewson. 

But, as we now know, and though 
some political pundits got it wrong, Aus- 
tralia's Labor Government retained power 
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and the Irish-Australian incumbent, re- 
public-touting Paul Keating, still has the 
keys to the Lodge, the official residence in 
Canberra. 

Hewson may lose the leadership of the 
Liberal Coalition (formed with the Na- 
tional Party, a rural-based minority party), 
but this biography remains a testament to 
a man who dared to try to change the 
course of Australian politics and force a 
return to economic management by biting 
the bullet for a few years, as New Zealand 
did. No pain, no gain, but the voters didn’t 
like the message they heard. No matter, 
the dream will continue until Australians 
wake up and find themselves the Poor 
White Trash of Asia. 

In John Hewson: A Biography, Norman 
Abjorensen, a journalist who writes for the 
Canberra Times, draws a portrait of a man 
who from modest beginnings pulled him- 
self up by way of a university education 
and a series of jobs in Australian and inter- 
national financial institutions to become — 
until recently — the most dynamic and 
talked about (if sometimes in frightened 
tones) politician in Australia. Hewson 
represented change, a breakaway from 
Australia’s clogged British-inherited trade 
union system. The voters didn’t like it. But 
Hewson is too cerebral to keep down on 
the farm, or in the quarry. 

Abjorensen's biography focuses on 
dewson the man: the cool, somewhat cal- 
culating workaholic, the brainy economist 
who had once wanted to become a Baptist 
nissionary, the internationalist, in contrast 
o the Irish-Australian populist style of 
"aul Keating. 

Paradoxically Hewson, not Keating, 
vas the real revolutionary. Had Hewson 
een elected in March, he would have 
aken Australia into a real-world economy 
'y ending the nexus of Labor politics and 
rade unions and opening a new chapter in 
ndustrial relations. 

What went wrong with "Fightback," 
lewson's blueprint and policy document 
or change? Was it too complicated for 
asy-going (read apathetic) Aussies or did 
ne change it represented scare voters into 
ccepting the status quo? 
ustralia's 1993 election 
i history, but there is a 
vessage here for those 
iterested in Australian 
olitics. 

Despite all the talk of 
'publicanism, of moving 
ito the Asian sphere, 
ustralians are still 

nwiling to accept 
yange and work harder. 
lot yet, mate. She'll be 
ght, won't she? 
m Tina Faulk 


na Faulk is a journalist 
ised in Canberra. 
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Prince of Print 


Rupert Murdoch: Ringmaster of the 
Information Circus by William Shawcross. 
Chatto and Windus, London. £18.99. 


According to Auberon Waugh, British 
writer and Murdoch-hater, Rupert Mur- 
doch has an enema before every long in- 
ternational journey. 

This is perhaps the most personal detail 
William Shawcross exposes about Rupert 
Murdoch. Shawcross’ 559- 
page version of Murdoch's 
life and times is a bland, 
easy-to-read, well-record- 
ed sketch of the man’s 
“ceaseless travel around 
his empire,” but it is dis- 
tant, without intimacy on 
any other level. 

The accounts of Mur- 
doch's frenzied forays into 
the global media super- 
market race along, from 
his days at the Adelaide 
News in the 1950s, to his 
purchase of 20th Century 
Fox in the 1980s and his 
present ambition to outdo 
America’s Cable News 
Network. 

In 1953, at the age of 22, Murdoch told 
the editor of the Adelaide Advertiser not to 
publish anything on the Kinsey Report on 
Sexual Behaviour in the Human Female, be- 
cause “family newspapers like ourselves 
gain great kudos leaving this muck alone.” 
By 1969, he happily paid former British 
call-girl Christine Keeler £21,000 to recycle 
her story in News of the World. 

How to explain the metamorphosis of 
The Dirty Digger, as Private Eye labelled 
him, from a lad educated at Australia’s top 
establishment school, Geelong Grammar, 
and at Oxford? The glimpses which emerge 
explain little. Murdoch’s mother made him 
sleep in a treehouse in the garden, his 
grandfather was something of a swash- 
buckling gambler, his father — a disciple of 
the British newspaper 
magnate Lord Northcliffe 
— was a famous Austral- 
ian newspaper executive 
whose inheritance was 
sold to avoid family debt. 

Why did Murdoch 
buy Hongkong’s South 
China Morning Post? 
Shawcross dismisses the 
purchase: “The classified 
advertisements of the 
Post seemed to Murdoch 
to be an almost bottom- 
less mine of gold . . . and 
the Post gave him a me- 
dia presence on a fourth 
continent." 
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The only other reference is a brief entry 
on the role of the Post in a Murdoch tax 
avoidance scheme, details of which are at- 
tributed to a REVIEW article. 

What drives the man? Murdoch tells 
Shawcross: "I think what drives me are 
ideas and what you can do with ideas. You 
can demonise me by using the word 
power. But that's the fun of it, isn't it? Hav- 
ing a little smidgen of power." 

Shawcross records how Murdoch uses 
power and politicians. In 1985, then trea- 
surer Paul Keating lunched with Murdoch 
in New York and told him 
of proposed changes in 
Australian media owner- 
ship laws. 

Acting on that know- 
ledge, according to Shaw- 
cross, Murdoch, who by 
then had disposed of his 
Australian citizenship to 
facilitate US purchases, 
raced back to Australia 
and took over one of the 
biggest media groups in 
the country. His man- 
oeuvres led to the closure 
of nine Australian news- 
papers and enabled him to 
monopolise print outlets 
in most Australian states. 

Shawcross nowhere analyses how 
oddly such behaviour sits with the free- 
market philosophy championed by his 
subject or why Australian politicians re- 
mained mute about the episode. 

Shawcross is at his best when relating 
how Citibank's Ann Lane rescued Mur- 
doch in 1990-9] by restructuring his tan- 
gled web of finances to secure backing for 
an US$8 billion rollover which his banks 
suddenly shied from funding, and in re- 
cording how his deals in the late 1980s al- 
most undid him. 

Otherwise, Murdoch's bankers have 
found him reliable, a trait Shawcross 
notches into the better side of the ledger. 
On the downside, his use of offshore tax 
havens in the Cayman Islands and 
Netherlands Antilles are detailed, though 
the silence of politicians in affected 
nations, such as Australia, is never ana- 
lysed. 

What now? Shawcross says Murdoch 


‘wants to set up a global communications 


network. Maybe he will. If something 
happens to him, who will take over? Shaw- 
cross says that is not clear. Neither is it 
clear what sort of person a successor would 
be taking over from. The British call 
Murdoch “The Prince of Darkness.” Shaw- 
cross does not portray Rupert Murdoch as 
the incarnation of villainy, but he does not 
quite dispel that image either. 

m Jacqueline Rees 


Jacqueline Rees contributes to the Review from 
Canberra. 
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From CHIPS To SHIPS 


Hyundai is continuously committing itself to some of the world's most advanced technologies 





and innovations to help you grow your business and to help build a better future for everyone. 
is One of our latest achievements was the introduction of the 64M DRAM chips in 1992 







g Ves than 4 years after the development ofthe 1M DRAM. Hyundai is the new force in 
electronics and telecommunications around the world. 

Having earned global fame for the Excel, Sonata and Elantrain the world’s auto markets since 
1986, Hyundai has developed the HCD-2 sports car, taking 
automotive aerodynamics into a new age. 

Our expertise in large scale engineering and construction projects, worldwide, including turn- 
key base plant projects, has earned us more than US$24 billion 
in overseas contracts over the period 1966 to 1992. 

B As one of the world's leading shipbuilders for over 20 years, 
n we have delivered over 530 vessels including the world's largest 














2 „tankers. And with our reputation for the highest levels of technology and innovative design, 
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H Ta IÉ has recently launched the remarkable Moss-type LNG carrier. 
Ju nmitment to technology is also illustrated in such areas as 
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Cleaning Up the Act 


Anti-corruption moves preface a more open economy 


By Ed Paisley in Seoul 


he 26 April detention of 

Koo Cha Won on bribery 

charges was no ordinary 
arrest. Koo, a relative of Lucky 
Goldstar chairman Koo Cha 
Kyung and vice-chairman of one 
of the group’s leading affiliates, 
is charged with paying Won 1 
billion (US$1.2 million) under the 
table to secure and then pad a 
housing construction deal ulti- 
mately worth Won 46 billion. 

Such a high-profile arrest was 
not supposed to happen. After 
all, when the nation’s business 
leaders and its military and po- 
litical elite backed Kim Young 
Sam in the presidential election 
in December last year, Kim was 
expected to return the favour by preserv- 
ing the political spoils system built by 
the generals who preceded him in office. 

But Kim’s anti-corruption campaign 
is now spreading into the private sector. 
Already, his assault upon corruption in 
the military has senior government offi- 
cials claiming worries about the nation’s 
combat readiness at a time when North 
Korea is looking most unstable. And the 
nation’s powerful bureaucracy is reeling 
as Kim's prosecutors chase down allega- 
tions of businesses’ kickbacks in ex- 
change for lucrative contracts, tax breaks 
or regulatory privileges. 

But high-profile arrests are the easy 
bit. The hard part will be the 
creation of an open and 
transparent domestic eco- 





Kim takes over at a time of economic uncertainty. 


demonstrated his will to undertake the 
task of political and social reform. But in 
the economic field, the jury is still out.” 

The nation’s command capitalist eco- 
nomic system and corruption go hand- 
in-hand, says Kim Ki Hwan. An over- 
regulated economy creates myriad op- 
portunities for graft. Too many govern- 
ment-sanctioned monopolies — large 
and small alike — boost the premium 
for government licences. Lack of trans- 
parency in policy-making and subse- 
quent regulatory enforcement contri- 
butes to corruption, too, as does a finan- 
cial system still wedded to the govern- 
ment allocation of credit. 


Export Comparison 








nomy to boost growth pros- 

pects after iccintne GP South Korea and its rivals 
growth throughout the 1990s. US$ billion 

Kim’s economic policymak- 130- 

ers speak fervently of the — 420- 

need to deregulate and liber- 

alise the economy, but con- | 100- 


cerns about companies' de- 
clining international competi- 
tiveness have also reinforced 
their predilection to micro- 
manage a recovery. 

The two objectives may be 
mutually exclusive. Says Kim 
Ki Hwan, a former vice-min- 
ister of trade and industry 
and the senior adviser to law 
firm Kim and Chang: "Kim 
Young Sam has decisively 
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But in a wide-ranging inter- 
view with the REVIEW, Deputy 
Prime Minister Lee Kyung 
Shik promised that these root 
causes of corruption will be 
addressed directly in the gov- 
ernment's comprehensive five- 
year economic reform package, 
which is due to be completed 
by 30 June. 

“Previous governments suf- 
fered from a lack of political 
legitimacy so they could not 
purge corruption because they 
had to maintain loyalty," Lee 
contends. “But this govern- 
ment has perfect legitimacy 
and will accelerate the reforms 
to improve the economy.” 

The fundamental feature of the re- 
forms, says Lee, will be a concerted gov- 
ernment assault on corruption by “rais- 
ing transparency” in all aspects of eco- 
nomic policy-making and regulation. A 
start, he says, was made in late March, 
when the government targeted 670 dif- 
ferent rules and regulations to be eased 
or abolished by the end of the year. He 
promises even more sweeping reforms 
will be included in the final draft. 

Trade, Industry and Energy Minister 
Kim Chulsu adds that the five-year plan 
will boast definitive measures to reduce 
the cumbersome red tape that so en- 
snares domestic businesses and hinders 
foreign imports and direct 
investment. 

A sweeping financial re- 
form package is also on the 
cards to overhaul the finan- 
cial system. The aim is to 
liberalise government-con- 
trolled interest rates, set lo- 
cal commercial banks free 
of government “adminis- 
trative guidance,” and re- 
structure the entire finan- 
cial sector over the next five 
years. 

This is perhaps the na- 
tion’s most critical reform. 
The three-year corporate 
bond yield — the local cost- 
of-funds indicator — hit a 
10-year low of 10.5% in late 
March. But this compares 
with foreign rivals’ funding 
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costs of between 3-695, leaving the 
nation's industries at a competitive dis- 
advantage because of the high cost of 
money. High local interest rates are a di- 
rect result of the nation's protected and 
inefficient financial sector. 

The declining international competi- 
tiveness of many South Korean exports 
in tandem with the demise of the do- 
mestic "bubble economy" has many 
South Korean firms reeling. Company 
bankruptcies exceeded 10,000 last year, 
an all-time high. Traditional light indus- 
trial exports such as footwear, toys and 
leather goods registered year-on-year ex- 
port declines of 18.6%, 28.3% and 1.9%, 
respectively, as competitors in low-wage 
countries, such as China and some in 
Southeast Asia, beat them on price and 
often on quality, too. Textile companies 





Hefty demand for South Korea steel in China. 


managed to post a meagre 1.9% gain in 
exports over 1991 levels, due mainly to 
the high-end production of synthetic tex- 
tiles by leading conglomerates. 

The nation’s targeted competitive 
exports, such as cars, metal products, 
chemicals and electronic goods recorded 
respectable growth rates of between 10- 
46% in 1992 over year-earlier levels. But 
even these products saw their market 
share decline or grow only slowly in the 
important developed country markets. 
Increasing sales to Southeast Asia and 
China offered compensation, but the ex- 
ports were often at or below the cost of 
production. 

The result was a GDP growth rate of 
4.7% in 1992. While this figure would 
suit many countries very well, it was the 
worst economic performance for South 
Korea in more than a decade and one 
likely to be matched in 1993. Lucky 
Goldstar Economic Research Institute 
expects GDP growth of less than 4% in 


the first half of the year, but climbing in 
the second half for an annual growth rate 
of 5% this year. Government economists 
privately agree with these estimates, 
though the official GDP growth target for 
1993 is 6.2%. 

An economic turn-around in 1993 will 
depend on export growth this year. 
China and Southeast Asia — the two 
fastest-growing regions in the world — 
are sucking in more and more South 
Korean goods. Indeed, Anthony Michelle 
of the Euro-Asian Business Consultancy 
contends that the acid test for South 
Korean companies is whether they de- 
velop a comprehensive China strategy. If 
they capitalise on opportunities in China, 
he says, then “many of the problems 
plaguing the South Korean economy will 
fall by the wayside.” 


The benefits of the bilateral ties forged 
in September last year are already evi- 
dent in the trade and investment figures. 
Exports to China were up 162% in the 
first quarter over year-earlier levels, to- 
talling US$1.1 billion; China now ac- 
counts for 30.2% of total overseas South 
Korean investment, up from virtually 
nothing three years ago. 

The 10% depreciation of the won 
against the yen already has translated 
into stellar export gains to China. Steel 
exports, for example, are up 48% in the 
first quarter over year-earlier levels, 
mostly because of hefty demand from 
China. South Korean petrochemical pro- 
ducers are enjoying record sales there, 
too, as they can out-price the Japanese. 

While Seoul's objective is to develop 
new export markets rather than depend 
on the traditional ones in the US, Europe 
and Japan, the appreciating yen is inad- 
vertently translating into immediate ex- 
port gains in the US, where exports in 
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the first quarter were up 4.9% over year- 
earlier levels, to US$4.1 billion. But long- 
term revitalisation of the economy rests 
on the success of President Kim’s anti- 
corruption campaign and his concomi- 
tant moves to deregulate and liberalise 
the domestic economy. Such steps could 
well boost confidence in government 
policymaking and encourage desperately 
needed domestic and foreign investment 
in high-end goods and services, factory 
automation and new technologies. Kim's 
"clean government" policies may even 
help to persuade the nation's labour un- 
ions to accept wage increases below dou- 
ble-digit levels for the first time in five 
years. 

There is little evidence at present, 
however, to suggest that the domestic 
economy is in for a swift recovery, say 
analysts. Investment in new plant and 
equipment will grow by only 3% this 
year, according to broker Jardine Flem- 
ing, up from less than 1% in 1992 but 
quite low compared to 12-18% levels of 
the previous three years. Most big com- 
panies have completed their facility ex- 
pansion plans and have said they will 
scale back capital expenditure in 1993. 

Small and medium-sized businesses 
are unlikely to take up the slack despite 
a Won 1 trillion soft-loan programme an- 
nounced by the government in March. 
The government's decision to “monitor” 
(read control) price rises on 22 consumer 
items will also leave companies with less 
cash to invest. Similarly, efforts to curtail 
wage gains, in tandem with the still de- 
clining value of property, will curtail 
consumer spending growth, which ac- 
counts for roughly 60% of GDP. 

Construction activity — the engine of 
domestic growth in 1989-9] — may or 
may not help lift the economy. Most ana- 
lysts expect a rebound after negative 

7% growth in 1992, but increased gov- 
ernment expenditure on public infra- 
structure could well be offset by the gov- 
ernment's anti-corruption and anti-land 
speculation campaigns. 

Direct foreign investment in 1992 de- 
clined by 36%, to US$895 million, from 
year-earlier levels. The Europeans and 
Japanese led the exodus, with Japanese 
investment declining by 31% to US$154 
million in 1992 and EC investments by a 
whopping 65% in 1992, to US$282.3 mil- 
lion. 

Only US industries increased their in- 
vestments in the country, by 22% to 
US$380 million in 1992. This partially ex- 
plains why the Kim administration is 
pursuing its high-profile strategic “indus- 
trial alliance” with the US Clinton ad- 
ministration. The hope among South Ko- 
rean senior policy-makers is that the US 
will support democracy and economic 
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reform in South Korea by encouraging 
more US investments and technology 
transfers, particularly in the electronics 
sector. 

For its part, Seoul is preparing legis- 
lation to give foreign firms easier access 
to local and foreign credit, more scope to 
purchase land and greater protection of 
intellectual property rights and patents. 

But many foreign and local business- 
men remain sceptical that the Kim gov- 
ernment has the will or the clout to push 
through all of these reforms with equal 
vigour. They point to other parts of the 
government's reform packages, which 
actually promise continued bureaucratic 
intervention, with perks to boost exports 
and curtail imports. 

^Deregulation will only proceed 
within the framework of centralised 
planning and centralised government 
control" says the head of one foreign 
investment advisory firm in Seoul. “They 
are tinkering with the system within the 
system," he contends. 

Moreover, the government is still in 
the business of selecting key parts and 
components for “localisation,” a euphe- 
mism for providing local businesses with 
seed money and technological aid to de- 
velop indigenous sources of products 
previously imported from abroad. 

Tax and non-tax barriers to foreign 
imports also remain high. The American 
Chamber of Commerce in Seoul says that 
a 750-litre refrigerator that retails for 
US$1,700 in the US costs US$4,700 in 
South Korea after tariffs and taxes. If a 
South Korean buys one, however, he is 
open to a tax audit for "conspicuous con- 
sumption." 

If the Clinton administration's fair- 
trade rhetoric is matched by deeds, South 
Korean firms may experience more com- 
petition in the local market. 

But South Korea has some cards to 
play as well. Kim Young Sam is the first 
president of South Korea to be fairly 
elected to the presidential Blue House. 
He has the capability to persuade sym- 
pathetic democracies to give him time to 
implement his economic reform pro- 
gramme while selectively opening the 
local market to foreign competition. 

The chances are that he will be given 
some slack, diplomats say. They point to 
the US decision on 30 April not to name 
South Korea as a repeat offender of intel- 
lectual property rights violations. If on 
30 June Kim's five-year reform pro- 
gramme is as sweeping as promised, 
then his government will likely gain 
some breathing space this year to under- 
take the difficult domestic reforms. If 
Kim sticks to his timetable of liberalisa- 
tion, the domestic economy will be bet- 
ter off too. " 
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China Market Roars 


By Shim Jae Hoon in Seoul 


outh Korea is working towards 

two difficult and simultaneous 

goals — to change its manufac- 
turing sector away from labour-intensive 
products, diversifying to stay competi- 
tive, and to change its export pattern 
away from the old dependence on US 
and Japanese markets. 

In the first few months of President 
Kim Young Sam's rule, the report card is 
good. 

Seoul is successfully moving away 
from light industries exemplified by tex- 
tiles and footwear — perhaps too rapid- 
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ly in the view of some analysts — in 
favour of higher value exports such as 
cars, petrochemicals, specialty steel pro- 
ducts and semiconductors. 

And China is emerging as a voracious 
new market for South Korean goods, 
likely soon to rank as the country's 
fourth-biggest importer behind the US, 
Japan and Hongkong, official figures in- 
dicated. 

The changing trade profile is a sig- 
nificant development underscoring 
South Korea's so far successful attempt 
to wean itself away from traditional mar- 
kets where its competitiveness was be- 
ing eroded by higher wages. 

While spiralling labour costs from 
1988 onward have priced many South 
Korean light industrial items out of the 
market, inadequate research and deve- 
lopmentyby, een had further weak- 
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ened Seoul's overall competitiveness. 
The advent of a new civilian government 
committed to economic reform through 
deregulation has coincided with signs of 
recovery in the major markets of the 
world. 

As unions appear likely to settle wage 
negotiations this year at around 6% after 
three straight years of double-digit 
growth, allowing industries to put more 
money into product development, both 
industry and government are deter- 
mined to seize the new opportunity on 
the global market as recession tapers off. 
,. . Ontopof this, the diz- 
Š zying climb of the yen in 
= the last few months has 

further expanded room 

for South Korean pro- 
ducts in the US and Eu- 
rope. All of these factors 
have combined to pro- 
duce a feeling that South 
Korea may regain its vi- 
tality on the export front 
after three consecutive 
years of deficits and a 
fourth year of slow 
growth. At the present 
pace of shipments, ex- 
ports this year could 
grow 10-12% over the 

1992 total of US$76.6 

billion, according to a 
projection by the gov- 
ernment-funded Korea 

Development Institute 

(KDI). 

As the new Kim administration re- 
sponds to industry's grievances, changes 
are slowly overtaking the industry’s atti- 
tude on many areas such as marketing 
and product development. More atten- 
tion is going into quality control. Deve- 
lopment of mid-level technologies re- 
ceives more attention than hi-tech 
projects with longer investment gesta- 
tion. 

The government's reform agenda is 
focused on providing new rules of the 
game which would penalise excessive 
land ownership as a hedge against infla- 
tion, would seek a fairer distribution of 
credits to smaller manufacturers, and 
free them from government controls that 
have killed entrepreneurial creativeness. 

Big and unwieldy, giant South Ko- 
rean chaebol conglomerates are often too 
ponderous to move nimbly from one 
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product to another in response to the 
vagaries of the world market, as Taiwan 
does successfully. 

But luckily for the country, it has been 
sectors such as cars, ships, petrochemi- 
cals, iron and steel goods, electricals and 
semiconductors that have responded 
first to the earliest signs of export recov- 
ery. The first quarter figures for this year 
show exports of automobiles rising 
147%, iron and steel products 41.6%, 
machineries 22.6% and electricals and 
electronics 11.4% over a year earlier. 
Light industry items such as textiles and 
footwear declined by 7.9% during the 
same period. 

At this rate, South Korea would 
turn into a net importer of its own 
traditional products such as ap- 
parel and footwear before not too 
long, according to industry fore- 
cast. As wages have doubled in the 
last three years at home, these pro- 
ducts are now being made more 
cheaply on production lines set up 
with South Korean investment in 
China or Indonesia. 

Light industry exports in 1992 
declined 1.9% to US$24.8 billion 
compared to the previous year, fol- 
lowing a static 0.6% growth in 
1991. By contrast, the heavy indus- 
try and petrochemical sector jump- 
ed 15.7% in 1991, 11.5% in 1992 to 
US$46.3 billion and 17.4% in the 
first quarter of this year. 

The market change was simi- 
larly notable, with the US share 
declining 4.1% in 1991, 2.5% in 
1992 to US$18.1 billion worth, and 
growing just 4.2% in the January- 
March period this year. Despite a 
higher yen rendering South Korean 
products more competitive, Japan’s share 
contracted 2.2% in 1991, 6.1% to US$11.6 
billion in 1992, and down 12.8% in the 
first quarter of 1993. 

The China market, reacting to the 
higher yen as well as the booming 
Chinese economy, keeps growing at a 
phenomenal pace — 71.4% in 1991, a 
whopping 164.7% rise to US$2.7 billion 
worth in 1992 and 155.6% expansion in 
the first quarter of this year. In the first 
three months of this year, China was the 
biggest importer of iron and steel 
products and second-biggest buyer of 
cars from South Korea, after the US. 
South Korean Hyundai models were 
selling at a premium in Peking and other 
cities, boosting the first quarter shipment 
to 14,700 units worth US$148 million, ac- 
cording to industry figures, up from just 
714 units in 1992 worth US$9.5 million. 

The booming direct trade is expected 
to hit a US$8 billion level this year with a 
first surplus seen for Seoul. China's share 


of South Korea's global markets has 
grown to 3.5% as compared to 6.4% for 
central and Latin America, and 22.4% for 
the Asean countries — Brunei, Indonesia, 
Malaysia, Philippines, Singapore and 
Thailand. 

Such expansion stemmed partly from 
the 10%-plus appreciation of the yen in 
the first quarter of this year. For the sec- 
ond time since 1986, South Korea basked 
in the blessings from the so-called Three 
Lows — lower domestic interest rate, 
lower cost of energy and lower value of 
the dollar against the yen. This time, 
however, they came with more differ- 
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ence than similarity: slower growth in 
global trade volume and stronger com- 
petition from "smaller tigers" such as 
China, Thailand and Malaysia. 

Unlike 1986, government and indus- 
try here are reacting differently to the 
impact of the higher yen. Simply taking 
advantage of price competitiveness does 
not provide longer-term strategy, offi- 
cials argue. "We need to make a better 
use of this [yen rise] to restructure our 
industries into a more competitive 
shape," says Choi Hong Kun, head of 
international trade at the Ministry of 
Trade, Industry and Energy in a local 
newspaper interview. 

While fostering import substitution, 
the government under its new strategy 
will keep on pressuring Japan for the 
transfer of more mid-level technologies 
in compensation for trade deficits. 

Exports are seen as the engine for the 
second economic take-off. The other 
factor is the continuing relocation of 
production lines overseas as competi- 
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tiveness declines at home, mostly to 
China, Vietnam and former Soviet coun- 
tries. Continuing the trend started in 
1988, overseas investments by South 
Korea have grown at about 33% in 
value terms a year on a global basis. In 
1992 alone, they numbered 500 projects 
worth US$1.25 billion, marking a 10.4% 
growth in projects and an 11.5% rise in 
value. 

These projects were mostly located in 
Asia and particularly in China, which 
accounted for 171 projects worth USS141 
million, bringing total investments in 
China on an operating basis to US$205 
million as of the end of last year. 
Vietnam attracted 11 projects 
worth US$4.2 million last year, 
bringing the cumulative total 
there to US$16.8 million in eight 
projects — mostly small-scale 
garment factories — though dip- 
lomatic relations were opened 
only last year. 

Political uncertainties in the 
former Soviet Union dampened 
investments, limiting the cumu- 
lative total so far to a surprisingly 
small US$22.5 million on 19 
projects realised so far. Potential 
for big-ticket projects such as en- 
ergy extraction kept on luring 
chaebol interests. 

Investments in China, con- 
centrated mostly in six north- 
eastern areas including Shan- 
dong and Tianjin, grew im- 
pressively, reaching US$140 
million in 1992 alone. It repre- 
sented an enormous increase 
over US$42.4 million in 69 
projects carried out in 1991. By 
the end of last year, Seoul's cumulative 
investments in China totalled US$205 
million in 270 projects. 

Other sizeable projects under discus- 
sion or in the talking stage included à 
vehicle plant in Shandong, a tyre factory, 
machinery plants, and some resource- 
based industries such as furniture and 
cotton-based apparel. 

But it is Vietnam that stands out in 
growth potential, with more trade and 
investment delegations visiting Hanoi 
and Ho Chi Minh City than ever before in 
anticipation of the lifting of the US- 
imposed embargo soon. Daewoo is ex- 
pected to go ahead with a hotel project in 
Hanoi worth USS60 million and a TV com- 
ponent factory in Ho Chi Minh City, 
while Lucky Goldstar is undertaking a 
telephone switchboard project. Pohang 
Iron and Steel Co. has agreed to expand 
its share of investment in the joint ven- 
ture called Posvina after a short but 
successful operation there producing 
steel. * 
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Green Light for Exports 


ompetition in the South Korean 

car market is more than fierce. 

Just ask any of Daewoo Motor's 
30,000 shareholders, who have been en- 
listed by the company as amateur sales- 
men, with the task of selling four cars a 
vear to friends, relatives, neighbours . . . 
anyone they can pressure into a sale. 

Such sales programmes indicate the 
state of the South Korean domestic mo- 
tor industry. The nation's five main mo- 
tor makers are all offering two-year car 
loans bearing no interest. Collectively, 
the nation's four listed companies saw 
their net income drop by 40% to Won 55 
billion (US$69 million) in 1992 from 
year-earlier levels. 

But the car makers are opti- 
mistic. They anticipate annual 
double-digit domestic sales 
growth over the next three years 
in the local car market, which con- 
sumes two thirds of their output. And 
they are reinforced in this optimism by 
the conviction that their government, de- 
spite international pressure, will not 
open the market to significant 
foreign competition until 
every Korean who wants a 
car has bought a locally 
made one. 

Even better, exports are 
booming. In the first quarter of 
1993 they hit levels not seen since 
the records of 1988. Rising demand 
for South Korean cars in the critical 
North American and European markets 
is expected to continue for the rest of the 
year. And the car makers’ market diver- 
sification efforts have left them less reli- 
ant on those two markets. Broker 
Barclays de Zoete Wedd (Bzw) predicts 
that export sales will be up by 13% this 
year, totalling 478,000 units. 

“So far, so good," says Kim Nwae 
Myong, the head of overseas sales for 
Hyundai Motor, the nation's largest car 
maker and its leading exporter. Attrac- 
tive pricing is moving cars swiftly out of 
the showroom in the critical North 
American market, says Kim. The main 
reason is the steady depreciation of the 
local currency against the dollar and the 
yen in 1993. 

But improved quality and after-sales 
service abroad is also helping. Hyundai 
Motor America is offering a two-year 
guarantee on its cars. South Korean cars 
now hold close to 3% of that market, up 
from less than 2% in 1992. 

Two problems that have bedevilled 


the car makers in the last few years, poor 
quality and obstreperous unions, seem 
to be on the wane, contends Lee Dong 
Hwa of the Korea Automobile Manufac- 
turers Association. 

Unions' high annual wage demands 
may also moderate somewhat due to the 
nation's slowing economy and govern- 
ment efforts to work with unions to 
lower salary packages, says Lee. 

But export growth could well be 
crimped by protectionism abroad. Wash- 
ington and Brussels are now gearing up 



























Kia and Hyundai: optimistic on sales. 


to confront Seoul over its non-tariff bar- 
riers, say diplomats. It is too early to tell 
whether the threat of trade friction will 
force the new Kim Young Sam govern- 
ment to open up the local market, but it 
is safe to assume that market-opening 
pressures will reach a peak at a critical 
time for local auto makers. 

“1995 is the year when local car mak- 
ers will have to depend on overseas mar- 
kets” for sales and profits, says Don Lee, 
an auto industry analyst at BZW. Ana- 
lysts expect one of every three Koreans 
will own cars by 1996, up from current 
levels of one of every eight. 

But local car makers all have grandi- 
ose expansion plans in the face of highly 
competitive local and world markets. 

Daewoo Motor, the nation's third- 
largest motor manufacturer, expects to 
receive permission later this month to 
begin producing a new line of luxury 
cars based on the Japanese Honda's Leg- 
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end, which will challenge Hyundai's top 
model, the Grandeur. 

Park Sung Hak, vice-president of 
Daewoo Motor Sales Co., predicts that 
Daewoo will begin recovering its costs 
only after 1997, when he expects the 
group to be producing 1 million cars a 
year from production lines in South Ko- 
rea, Russia, China, Vietnam and Paki- 
stan. "Within three years, with new mod- 
els for all range of cars, we can survive," 
says Park, who pioneered the US market 
for Hyundai Motor in the 1980s. "We 
will be No. 1." 

Ssangyong Motors, the nation's 
fourth-largest car maker, is planning to 
pour Won 1 trillion into new manufac- 
turing facilities over the next four years 
in a joint venture with Mercedes-Benz. 
Ssangyong will produce Mercedes-Benz 
cars bearing the famous marque for the 

local and world markets by 1996, be- 
coming the German company's 
production platform in Asia. 

But Ssangyong is currently in 
deep trouble as well, having seen 
its only passenger vehicle, the 
Korando sports utility vehicle, mus- 
cled aside in the local market by 
Hyundai's Galloper. The company lost 
Won 9 billion last year, after registering 
Won 14 billion in pre-tax profit in 1992. 

Kia Motors, the nation's second-lar- 

gest motor manufacturer, intro- 
duced its new compact model, 
the Sephia, in the local market 

late last year to favourable re- 
views. But the company has 
had to resort to aggressive 
pricing as sales are not match- 
ing sales targets of 10,000 cars a 
month. This is putting pressure on 
Hyundai's Elantra, the leader in the field. 

Kia will also be taking on Hyundai in 
the important US market in the coming 
years, opening up 50 distributorships on 
both coasts of the country. Kia's US joint- 
venture partner, Ford Motor, is also 
pushing the Kia Festiva model in the US 
as it does not have a sub-compact model 
of its own. South Korean cars generally 
compete for the same segment of the 
market in the US and Europe. 

Hyundai Motor boasts the best in- 
house design and engineering capabili- 
ties and has just completed a major facil- 
ity investment programme, but has trou- 
bles of its own making. The company 
could register a loss in 1993 once it de- 
cides whether to close, revamp or move 
to Mexico its Canadian car plant. The 
plant is now producing at 30% of capac- 
ity and is proving a huge drain on the 
company. Indeed, if the South Korean 
Government follows through on plans to 
force companies to prepare consolidated 
accounts this year, Baring Securities pre- 
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In Seoul one hotel brings 
a sense of Korea's past exquisitely 
Into its present. 





Behind 14th Century walls and surrounded 
by wooded gardens, the Shilla is singularly 
dedicated to support of the business 
traveller. Culinary aplomb and recreational 
abundance vie with the quite separate 
gratifications of a 2-storey Duty-Free Hall. 
The Shilla grace now also takes a sophis- 
ticated tropical form at the new Cheju 
Shilla Resort Hotel on Cheju Island. 
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dicts Hyundai Motor will suffer a loss in 


1993. 
Moreover, Hyundai and Kia are 
expected to face a new raft of quality- 
control problems as they seek to localise 
high-end parts and components in a 
bid to reduce dependence on Japan. One 
of the main reasons behind the im- 
proved quality of South Korean cars is 
the fact that they have drastically im- 
proved production and quality-control 
measures necessary to make reliable 
middle and low-end parts and compo- 
nents. But over the next several years, 
they must clear yet another technology 
hurdle as they start producing the more 
complex parts. 

Hyundai Motor ran into trouble in 
the North American market in the late 
1980s because of its shoddy parts and 
components. The company's cars are 
still a stock joke on US late night TV and 
the nationally syndicated radio car-chat 
programme “The Car Guys.” The com- 
pany has worked hard to erase this poor 
image, but a new round of quality 
problems in high-end parts and 
components could spell trouble for the 
industry just as the local market is 


forced open to foreign cars and as. 


competition intensifies in world mar- 
kets. mw Ed Paisley 


IRRESISTIBLE 


Our "Renaissance Executive's Package" 
includes a variety of valuable benefits: 
Chauffeur driven limousine to and from 
the airport. Express check-in to an 
exquisitely appointed room in the 
Renaissance Club. Complimentary 
breakfast each morning and cocktails 
each evening. Use of the Renaissance 
Recreation Centre, including the sauna. 
Laundry, local phone calls, shoeshine 
and daily newspaper at no charge. Ten 
percent discount on all food and 
beverage charges made to the room. Plus 
a variety of other benefits. Sound 
tempting? At U$205*, it’s absolutely 
irresistible. 


To reserve, phone 82-2-565-5544 or fax 
82-2-553-8118 and tell us you want the 
“REP.” l 


* Rate is per night, based on single 
occupancy; add $27 for second person. 
Also subject to 10% service charge and 
10% tax. Valid until December 31, 
1993. 
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ELECTRONICS 


Suitable Suitors m 


arriages of convenience are in 
style among the world's leading 
electronics companies, not least 
in South Korea. 

The ever-rising cost of developing 
new technologies and products and the 
fear that a rival's greater marketing 
prowess will scupper the huge invest- 
ments in a new product has thrown the 
world's leading electronics companies 
into each others' arms. 

If South Korean Trade Minister Kim 
Chulsu has his way, Washington and 
Seoul will become the matchmakers tor 
an entirely new type of business partner- 
ship matching the assembly strengths of 
South Korean electronics makers with 
the research and development (R&D) 
prowess of US firms. 

During his April trip to California's 
Silicon Valley and Washington, Kim first 
asked US electronic executives and then 
US Commerce Secretary Ron Brown to 
work with him to forge a strategic alli- 
ance for the development of the next 
generation of semiconductor chips and 
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an array of computer and computer-re- 
lated products and components. The US 
executives and the commerce secretary 
responded favourably. 

The move could be the beginning of a 
new leap forward for South Korea’s elec- 
tronics companies — if they can per- 
suade their US counterparts to share the 
fruits of their research and convince 
them that South Korean firms are viable 
partners in the development and mar- 
keting of such putative joint efforts. Then 


again, international market forces are 


driving US and South Korean electronics 
firms into each other's arms anyway. 
Will the two governments just be getting 
in the way? | 

From the perspective of the South 
Korean Government, an industrial alli- 
ance with the US is crucial to the long- 
term competitiveness of the South Ko- 
rean electronics industry. The techno- 
crats want their charges to stop imitating 
Japanese designs and become less reliant 
on technology transfers from Japanese 
industry, which is increasingly chary 
over sharing its latest technologies with 
South Korea. 

The US Government is intrigued. The 


| chance to help US companies challenge 






Japan's lock on the US$1 billion South 
Korean semiconductor equipment mar- 
ket is one incentive. Another is the op- 
portunity to forge international product 
and communication standards between 
US and South Korean companies on a 
range of electronics products, from high- 
definition television (HDTV) to so-called 
reduced instruction-set computing inte- 
grated circuits, or Risc chips, destined to 
power personal computers at much-en- 
hanced speed. 

But US and South Korean electronics 
industry executives are much less san- 
guine about the proposed alliance. South 
Korea's reputation for poor protection of 
patent and intellectual property rights 
scares off many US electronics com- 
panies. One US trade official said the 
main reason a negotiated settlement fell 
through in the recent US anti-dumping 
case against South Korean dynamic ran- 


dom access memory computer chips, or 


Drams, “was the lack of trust expressed 
by our companies" towards the South 
Koreans. 

For their part, South Korean firms are 
wary of locking themselves into an unre- 
liable supply of high-end US products 
and manufacturing equipment or on re- 
lying too heavily on US technologies that 
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may be overwhelmed by Ja- 
panese advances. Indeed, efforts 
last year by South Korean and US 
diplomats to forge an alliance be- 
tween their nations’ semiconduc- 
tor-equipment makers came to 
naught not only because of the 
US anti-dumping case but also 
because of hesitation on the part 
of South Korean industry. 

Some of South Korea's lead- 
ing electronics companies have 
already forged important strate- 
gic alliances with US firms, ham- 
mering out the details as they like 
to do it — among consenting pri- 
vate companies searching for 
mutual comparative advantage. 
Samsung Electronics, for exam- 
ple, now boasts strategic link-ups 
with Hewlett Packard for the 
development of computer work- 
stations, General Instruments 
(HDTV components) and Corning 
(VCR parts and ceramics for com- 
puter chips). 

The other three leading South 
Korean electronics companies 
boast similar link-ups. They all 
also enjoy important ties with 
leading Japanese firms. Samsung Elec- 
tronics, for instance, in January signed a 
strategic alliance to develop flash 
memory computer chips with Toshiba, 
the giant of the Japanese electronics in- 
dustry, and is using NEC's technology to 
develop HDTV picture tubes. The South 
Korean firm also recently agreed to 
transfer technology needed to make a 16 
megabyte Dram to Oki Electric — in a 
bid to secure a piece of that important 
market in coming vears. 

Why, then, is the Seoul government 
so keen to push a US-South Korean elec- 
tronics alliance? The answer lies in gov- 
ernment technocrats' plans to create an 
electronics industry that can challenge 
the Japanese on all fronts. They see in 
the superior R&D capabilities of the US a 
chance to co-develop new generations of 
semiconductors, computers and con- 
sumer electronics products. 

The South Korean electronics indus- 
try, however, is developing quite well on 
its own. Indeed, the nation's big four 
electronics companies are currently en- 
gaged in a brawl over which of them 
developed the nation's first HDTV picture 
tube prototypes and the next generation 
16 megabyte Dram chip. The govern- 
ment forced them to work together on 
these projects at a "pre-competitive" 
stage, only to find Samsung Electronics 
breaking from the pack to develop and 
then announce the first of both of these 
prototypes. 


Samsung also stole a march on its lo- 
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South Korea sem an élscirerine alliance with the Us. 


cal and international competitors by de- 
veloping the first digital video-disk re- 
corder. The company parlayed Russian 
green-laser technology and scientific 
muscle to come up with a new consumer 
electronics product that threatens the US- 
Japanese lock on the mammoth video- 
cassette industry. Samsung is now look- 
ing for US partners to help make its 
product an industry standard when digi- 
tal technology comes truly of age in the 
late 1990s. 

This was done quite apart from gov- 
ernment efforts to micro-manage tech- 
nology developments in the country. In- 
deed, South Korea now boasts the 
world's third or fourth-largest electron- 
ics industry primarily because of its pri- 
vately negotiated links with foreign elec- 
tronics companies and only secondarily 
because of sustained government sup- 
port. 

South Korea lacks the financial and 
scientific muscle to compete with the 
world's best electronics companies across 
a range of products, says Keith Nam, the 
research head of HG Asia's Seoul office. 
But because of rising labour costs in the 
country, he points out that the industry 
has moved swiftly to develop hi-tech 
automated assembly operations that are 
highly competitive. 

J. L Park, director of the Electronics 
Industry Association of Korea notes that 
"in technology, we are behind the US 
and Japan, and in labour costs we are 
behind China, the Philippines and Thai- 
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land." To match them in the in- 
ternational arena, he says South 
Korea needs to "continue deve- 
loping superior medium-level 
technologies to match our mid- 
dle-class labour." 

In the assembly of electronic 
parts and components, South 
Korea "is still the best," says 
Park. In the future, he says, in- 
formation technologies, high-end 
industrial electronics and compu- 
ter peripherals “will be our best 
products." 

Indeed, of South Korea's 
US$20.1 billion in electronics in- 
dustry exports in 1992, over 70% 
were in the form of industrial 
electronics products such as com- 
puter components and peripher- 
als or electrical parts and compo- 
nents such as integrated circuits, 
colour picture tubes and printed 
circuit boards, 

Consumer products such as 
VCRs, colour TVs and microwave 
ovens account for less than 30% 
of exports, and are fast losing 
price competitiveness to multina- 
tional transplant factories in 
Southeast Asia and China. 

But South Korean firms are moving 
the production of these and most other 
consumer-electronics items offshore, fol- 
lowing the lead of their Japanese rivals. 
The companies hope to be able to export 
the products to developed world mar- 
kets and back to South Korea to compete 
with foreign products as the local mar- 
ket is opened up to greater foreign com- 
petition. 

But one important ingredient in Ja- 
pan's recipe for success is lacking: an 
ability to protect the local market until 
most of its electronics products are world 
competitive either at home or from pro- 
duction platforms offshore. 

The US, Europe and Japan in the next 
few years are all expected to put even 
greater pressure on South Korea to open 
up the local market to foreign consumer 
durables such as refrigerators and fin- 
ished electronic office products such as 
personal computers and fax machines. 
Both US and European diplomats are 
now canvassing foreign electronics com- 
panies for information to launch an as- 
sault upon the new Kim Young Sam ad- 
ministration. 

Park claims that the local retail mar- 
ket is now open to foreign products with 
one exception — Japan. "The distribu- 
tion network is open in our market to 
foreign companies except Japan. If we do 
not protect our industry from our strong- 
est competitor, we would be devastated 
in the future," he says. m Ed Paisley 
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Data in Distress 


n June last year, the captain of a cargo 

ship in the South China Sea disposed of 

what he believed was a broken emer- 
gency radio beacon. Tossing the unit over- 
board, he figured that would be the end of 
the useless alarm system. He was wrong. 

The floating beacon began to broadcast 
a distress signal on one of its two frequen- 
cies. Picked up by satellite, the alert almost 
immediately appeared on computers at the 
Maritime Rescue Coordination Centre 
(MRCC) in Hongkong. Part of the govern- 
ment's Marine Department, the MRCC ob- 
served the signal, but it was unable to do 
anything. The message had not been ac- 
companied by a code number or a follow- 
up “mayday” call. 

About 12 hours later, the beacon started 
broadcasting on its second frequency, 
which included the ship's encoded call- 
sign. The MRCC picked up this signal, too, 
and this time the centre was able to iden- 
tify the ship and locate its agent. After a 
telephone call to the agent, the centre 
learned that the ship was not in distress. 

End of story? Not quite. Two days later, 
another incomplete distress message from 
the South China Sea was picked up by sat- 
ellite in Hongkong and Tokyo. Sent via a 
push-button system designed for rapid use 
in an emergency, the message contained 
enough data for the MRCC to track down 
the vessel's identity several hours later 
through a Liberian shipping office in the 
US. Remarkably, it was the same ship as 
before, except that this time someone was 
testing an alert system without following 
up with a shore-based radio station or an- 
other ship to say that it was only a trial. 

Frequent false alarms are also generated 
by paging systems in China, 
which because of the improperly 
set up transmitters can send sig- 
nals indicating nautical emer- 
gencies on land that are picked 
up by satellites. These alarms, 
however, are merely irritating 
rather than misleading. 

Such incidents are just some 
of the problems that the Global 
Maritime Distress and Safety 
System (GMDSS) has encoun- 
tered. Implemented in 1992, the 
GMDSS was created by the mari- 
time authorities worldwide as à 
system of cooperation between 
their emergency centres. It uses 
satellites and digital radio tech- 
nology to provide ship-to-shore 


By Michael Westlake 


emergency communications. Although a 
vast improvement on previous distress- 
tracking efforts, the GMDSS still has several 
kinks. 

For example, in addition to the above, 
other false alarms have occurred when bea- 
cons have been transferred without formal 
notification, often when ships are scrapped 
or sold. Similarly, alarm signals are some- 
times set off when workers in dockyards 
experiment with beacons, inadvertently 
leaving them operating after they are done. 

These problems can be solved by chang- 
ing the information encoded within bea- 
cons, by making sure the beacons are in 
safe custody and by educating those who 
handle them. But even with these precau- 
tions, the GMDss still does not have à 
worldwide up-to-the-minute database of 
ships. 

Accordingly, despite all the money 
spent on sophisticated equipment, people 
who monitor distress signals must search 
through several databases of varying qual- 
ity and availability every time one is re- 
ceived. This is true even in Hongkong, 
where the MRCC has spent US$4.5 million 
on advanced communications equipment. 

Recognising the problem, the MRCC's 
senior marine officer, Capt. Philip Weaver, 
has expanded the centre's database. It con- 
tains critical information about ships that 
are Hongkong-owned but registered else- 
where, as well as vessels owned and listed 
in Hongkong. The data include vessels' 
names, call-signs, owners and agents. 

Still, Weaver says, because many coun- 





The Maritime Rescue Coordination Centre in Hongkong. 
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tries’ maritime offices do not have 24-hour 
access to such information, some Hong- 
kong owners whose ships are registered 
under different flags have installed the 
MRCC's alert number in their beacons. Al- 
though a beacon's code is meant to direct a 
search to the country in which the ship is 
registered, by installing the Hongkong 
code and referring the search there instead, 
these owners are assured that the MRCC 
will have the information necessary to 
track down the vessel's agents. 

But having a better system has disad- 
vantages. Despite not necessarily being 
kept up to date with changes of ownership 
or other data, the MRCC has in effect also 
become the guardian of other countries 
vessels not entered into its computer. 

This puts considerable stress on the 
MRCC. Says Weaver: "It's a matter of judg- 
ment as to when or if to launch a search 
and rescue operation. Each incident has its 
own circumstances." 

Part of the decision involves making 
quick contact with coastguard units. “If an 
aircraft or other resource is in the area," 
Weaver says, "it may be able to respond 
immediately." 

If not, the MRCC is forced to rely on the 
credibility of the individual beacon's sig- 
nal. Weaver wants this system improved. 
At present, the International Telecommu- 
nications Union is expected to receive de- 
tails from each flag state so that these can 
be published. But this will take months if 
not years, Weaver says. 

Weaver also wants to see an entirely 
separate electronic database created in the 
form of a computer bulletin board. This 
could be updated daily with details of 
ships that have been sold, had 
their names changed and ac- 
quired new emergency beacons. 

Although no one doubts the 
GMDSS can solve its communica- 
tions problems, realising its full 
potential means giving the sys 
tem access to accurate informa- 
tion. That is expensive. 

And, even if the GMDSS is 
supplied with all the in 
formation it needs, the danger 
is that the international or 
ganisations involved are no 
known for rapid action — ever 
when basic safety is involved 
That may not change no matte! 
what technology become: 
available. a 
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The Bayer cross is a familiar sight to many people, 
especially on medicines. Yet Bayer products go into a whole 
range of everyday items on which our trademark doesn't 
appear. We are a leading chemicals and health care 
company, and our products are used in agriculture, the 
sports and leisure sector, construction, the home. 
transportation and imaging 

Our business activities are focussed on the markets 
of Europe, North America and Asia. We will continue to 
pursue our long-term corporate strategy despite the 
worldwide deterioration in the economic situation. High 
levels of both capital expenditure and research spending 
are creating fresh growth potential that will safeguard 
the future of the Bayer Group. 





Bayer products are all around you - 
even if you don't see our trademark. 
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KEY DATA | 
| 1993 First quarter Group sales down 7.6 per cent to DM 10.340 million 
income before income taxes down 21.2 per cent to DM 640 million 


1992 Group sales DM 41,195 million, of which 78.7 per cent outside | 
| Germany 





























Group capital expenditures DM 2,859 million, research and develop- 
ment expenses DM 3,096 million 











Group net income (after minority interests) DM 1,516 million 
Dividend DM 11 per share of DM 50 par value. Payout of DM | 
723 million on capital stock of DM 3,287 million to some 375.000 | 
| Stockholders | 


| 











We would be happy to provide more information upon re Quest. Please write 
to Bayer AG, Public Relations Department (KI), D-5090 Leverkusen, Germany 
Bayer Aktiengesellschaft Leverkusen 
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Jinbei's van assembly plant in Shenyang; Jinbei chairman Zhao Xiyou. 





COMPANIES 


America's General Motors and Japan's Toyota both have ties 
with Chinese vehicle maker Jinbei. Their contrasting stories say 
a lot about doing business in China. 


By Lincoln Kaye in Shenyang 


hat do you get when you cross an 
American rustbelt behemoth like 
General Motors with a Chinese 
state-run dinosaur like Jinbei Automotive? 
A sleek new hybrid? 

The two companies must have hoped 
so when they launched a truck-making 
joint venture at Jinbei’s base in Shenyang, 
northeast China, in early 1992. But what 
started out as a promising combination of 
synergistic technology and substantial mar- 
ket share has turned up vastly disappoint- 
ing results: vanishing profits, closed assem- 
bly lines and boardroom acrimony. 

By contrast with its GM truck venture, 
Jinbei — the name means “gold cup” in 
Chinese — runs a successful van-making 
operation under the technical aegis of 
Toyota of Japan. Shenyang Automotive 
dominates its market, and supplies the 
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profits that enabled Jinbei last October to 
list Brilliance China Automotive on the 
New York Stock Exchange — the first such 
issue by a Chinese entity. 

The disparate fortunes of GM and 
Toyota in dealing with Jinbei — a 50,000- 
employee conglomerate of auto-parts mak- 
ers — could serve as a textbook case of 
how to do business with China’s public 
sector. Toyota has succeeded by remain- 
ing strictly a technical collaborator with no 
equity stake (see next story), while GM finds 
itself in a cost crunch that industry sources 
ascribe to its shareholder status. 

So who is better off? Jinbei chairman 
Zhao Xiyou prefers to stress what the two 
ventures have in common: “Our first goal 
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is to guarantee that our foreign collabora- 
tors make money here," he says. 

That would be hard to prove by GM's 
experience. But even Toyota harbours 
doubts. Its general manager for China, 
Etsuo Hattori, worries that, without an 
equity stake, Toyota may derive only lim- 
ited upside potential from the van project. 
Brilliance's New York listing, however, 
“complicates” the prospects of a Jinbei- 
Toyota joint venture by introducing a third 
dimension, a holding company, into what 
had previously been a two-firm equation, 
Hattori says. 

Despite such cautionary tales, GM and 
Toyota are among foreign companies 
queuing up for a stake in a new Chinese 
van project. The venture, to be based in 
Hainan Island and adjacent parts of 
Guangdong province, will produce 100,000 
vehicles a year. No foreign auto-maker 
dares complain publicly about the prob- 
lems of doing business in China lest it for- 
feit a chance at this plum contract. 

Both GM and Toyota are playing catch- 
up, having missed out on the first round of 
the China auto boom in the mid-1980s. 
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Peking planners had earmarked six key 
ventures that were to carve up the bur- 
geoning domestic market for modern, for- 
eign-designed passenger cars. Such Euro- 
pean entrants as Volkswagen, Peugeot 
and Citroen muscled in. But among 
America's Big Three, only third-ranked 
Chrysler managed to win a toe-hold, 
through its Beijing Jeep plant, acquired in 
1987. 

Now the also-rans want a second crack 
at the market. It may be too late to get in 
on sedans, but they hope to compete in the 
market for passenger-carrying trucks and 
vans. The Hainan plant, with its flexible 
product line and choice location on Chi- 
na's south coast, will be the next big prize 
in this auto sweepstake. A decision is due 
by year's end. 

Toyota has had a presence at Jinbei 
since 1986, but only as a technical collabo- 
rator. Two years ago, Jinbei started assem- 
bling under licence Toyota Deluxe 
minibuses from "semi-knocked 
down" and "completely knocked 
down" kits. Production amounted 
to 3,500 vehicles last vear and is ex- 
pected to reach 20,000 by 1995, 
Hattori says. With two shifts, the 
plant could ultimately produce 30- 
10,000 vans, he adds. Zhao sets his 
sights even higher: 50,000 by 1995. 

In fast-growing China, selling 
hat many vehicles should be no 
»roblem, even at a hefty price per 
vehicle of well over Rmb 300,000 
US$52,600). The 15-seat, air-condi- 
ioned vans make ideal staff shut- 
les for newly rich government 
vork units. 

No such natural market has pre- 
ented itself for the Jinbei-GM ven- 
ure. The US auto maker wanted to 
ing in its rugged but stylish four- 
vheel-drive Blazer. But Chinese of- 
icials balked, lest the Blazer undercut the 
'eijing Jeep offered by Chrysler's joint ven- 
ure. Instead, Jinbei asked for a truck with 

four-door crew cab — but GM had no 
uch model ready. 

As an unhappy compromise, the two 
ompanies settled on a two-door pick-up 
uck, the S-10. The choice has proved dis- 
strous. With a cab too small to accommo- 
ate a full complement of loaders as well 
s the driver, the S-10 has been a slow 
‘ler. Its price tag of Rmb 180,000, nearly 
^ higher than a Beijing Jeep, has not 
elped. Production has virtually stopped 
ter just a few hundred vehicles, and in- 
entories remain backed up. 

To take up the slack while establishing 
market for the S-10, Jinbei-GM had been 
unting on revenues from two other mod- 
s, the 1040 and 1041. These wholly indig- 
1ous trucks are the Shenyang plant's tra- 
itional money-spinners. But even these 
Yes are now running at a loss. The reason: 
e truck plant's new joint-venture status 
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has bid up the cost of everything from la- 
bour to plant and equipment leasing — 
items that were cheap or free when Jinbei 
was purely a state enterprise. 

Passing on these increased costs in the 
form of price rises is not an option, as the 
1040 and 1041 face stiff competition from 
vehicles produced by low-overhead state- 
run enterprises. Jinbei-GM is by no means 
the first joint venture to get caught in such 
a cost squeeze. Others, including Beijing 
Jeep, have found themselves in a similar 
bind. 

A key factor, an industry source la- 
ments, is that "the way these ventures are 
set up, your partner is effectively the Chi- 
nese state. As a government, it regulates 
your prices, markets and finances. As a 
shareholder in the venture, it dictates your 
corporate policy. As owner of your sup- 
posedly arms-length suppliers, you de- 
pend on it for everything vou need: com- 
ponents, workers, plant, equipment, for- 





Robert Stramy, president of the Jinbei-GM joint venture, 
with the S-10 truck. 


eign exchange. 

"These things cost whatever your state- 
sector partner says they cost. And they're 
perfectly happy to beggar the venture. Af- 
ter all, the foreigner's stake is in cash, but 
the Chinese contribution is in kind. The 
costlier things are, the bigger their share 
and the higher their revenues." 

As a key cost culprit in Jinbei-GM's fi- 
nancial woes, Zhao cites the Rmb 10 mil- 
lion annual expense of keeping six expatri- 
ate executives in American-style comfort in 
Shenyang, a cheerless Manchurian indus- 
trial outpost. 

Westerners in Shenyang counter that, 
when Jinbei's truck division was hived off 
into the joint venture and its books were 
audited to international standards, large 
amounts of so-called assets turned into ex- 
penditure at a stroke. "No wonder the 
truck line showed profits of about Rmb 20 
million a year before and now it can't make 
money," an insider explains. 

“GM's own accountants at the time 
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warned that they couldn't really pro- 
nounce upon Jinbei's accounting numbers. 
Things like inventory in transit — kits and 
parts — have to be accrued as you go along 
and expensed as cost of goods once you've 
assembled them into cars. Jinbei used to 
just carry them over to year-end as assets 
and then borrow against them." 

With so much blame to go around, the 
venture's latest board meeting turned into 
a bitter stand-off between Zhao and some 
of GM's American executives. At issue was 
the pace of Jinbei-GM's expansion. The Chi- 
nese partners want to double last year's 
output to 50,000 units by 1994, 

They also insist upon state-of-the-art 
equipment — far more sophisticated, the 
Americans say, than the venture can afford 
or the Jinbei work-force can fully utilise. 
An expatriate executive says: "What is the 
point of boosting output when you can't 
even sell your present output at a profit? 
All some of this fancy plant is good for is 
to show off to the unending round 
of visiting delegations that come 
through here." 

Zhao ascribes the boardroom 
“misunderstandings” to GM's “top- 
heavy" management presence. But 
he is confident the problems will 
sort themselves out. Not blood- 
lessly, though, according to a Shen- 
yang source. "Whether it's fair or 
not, some [expatriate] heads are 
likely to roll." 

Other foreign auto makers, 
meanwhile, are crowding into 
Jinbei-GM's designated niche. Iveco, 
the truck-making unit of Italy's Fiat, 
has just launched a joint venture in 
Nanjing to produce crew-cab 
trucks, and Japan's Isuzu is report- 
edly seeking a partner to make a 
similar product. 

The only hope for Jinbei-GM 
might be to switch over to Blazers after all 
— provided that China's central planners 
permit such diversification. Zhao insists 
that, under the terms of a Sino-US accord 
reached last year on market access, no such 
permission is required. Peking's central 
planners interpret the accord differently, 
industry sources warn, and Jinbei-GM 
could be in for a come-uppance. 

Even if it can make the switch-over to 
Blazers, however, Jinbei-GM’s woes are still 
legion. Since the venture began, the ren- 
minbi has depreciated nearly 30%, and 
hard currency has become hard to find in 
China's swap markets. That makes the kits 
imported from GM's American factories 
costlier than ever — assuming dollars can 
be found to buy them. At the same time, 
every day of lost production on the assem- 
bly lines costs GM dearly: normally, foreign 
auto makers enjoy revenue windfalls from 
kits in the start-up period before local-con- 
tent timetables kick in. 

One way out, a company insider sug- 









es might be for GM to discount its kits 
to the venture and for Jinbei to scale down 
its prices for parts and equipment. But nei- 
ther the Chinese nor the US partner seems 
to be in a conciliatory mood even though 
both had pinned high hopes and lots of 
prestige on the venture. 

Jinbei-GM’s woes have a wider signifi- 
cance: with trade and human-rights is- 
sues up for review by the Clinton ad- 
ministration, China needs all the goodwill 
it can get in the US. In the annual debate 
over Washington's renewal of China's 
| most favoured nation trading status, joint- 
venture partners can be powerful allies. 
So can the corporate customers of the 
Chinese Government's free-spending and 
much-publicised buying missions to the 
US. 

One such buying spree last year has 
provided an ironic footnote to the Jinbei- 
GM tale. More than 500 Blazers built by 
GM's American factories were ostenta- 
tiously acquired as part of a US$130 mil- 
lion vehicle order — then quietly billed to 
the GM venture in ! 
Shenyang, accord- 
ing to an industry 
source. 

"Neat trick,” the 
source relates "You 
buy from the parent 
company and resell 
to the China sub- 
sidiary, after levy- 
ing a 200-plus per- 
cent import duty." 
In the end, the Chi- 
nese backed off the 
duties, taxing the 
imported vehicles 
— which had un- 
dergone some minor disassembly — as kits 
rather than cars. Even so, many of the 
pricey Blazers remain unsold. 

When it comes to dealing with Chinese 
state-enterprise counterparts, an American 
executive muses, "the Japanese have got it 
right: take on no equity exposure. Keep 
your executive presence at the mid-level, 
close to the factory floor. Get your licens- 
ing fees, royalties and kit revenues on à 
pay-as-you-go basis." 

Yet Hattori wonders whether such coy- 
ness pays off in the end. Unlike a mere 
technical collaborator, he points out, a joint- 
. venture partner has a management say in 
all aspects of the business. And a partner 


- can look forward to capital gains, rather 


— than settling for current cash flow, which 
can prove evanescent. 


These considerations will gain impor- | 


tance as a Gatt-aspiring China opens its 
markets to international competition and 
the lines of state-mandated market seg- 
mentation become blurred, Hattori pre- 
dicts. Current contretemps notwithstand- 
ing, he doubts GM will regret its Jinbei joint 

venture in the long run. a 
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Compared with its anaemic foster 
brother, Jinbei-GM, Shenyang Automo- 
tive looks robust. The company’s vans, 
built under licence from. Toyota, have 
long generated strong earnings (see 
chart), according to the prospectus for 
last year's New York listing by Bril- 
liance China Automotive. 

The US$80 million offer by Bril- 
liance, a shadowy, Bermuda-registered 
holding company, was initially well re- 
ceived. Brilliance's shares rose smartly 
from the offer price of US$16 to a peak 

of US$28, before subsiding to US$18.88 
. on 17 May. But company insiders won- 
der how long the stock will maintain 
even this level, given the ic d S 
fundamentais, 
i Shenyang Auto- 
P motive’ o main 





| and ‘elsewhere in-Chiná- Unlike Jinbek-. e 
GM, Toyota has concentrated is expatri- _ 


ates on the shop floor rather than the 
boardroom. And Toyota supports a 
technical-training institute in Shenyang 
that is open to automotive firms from 
all over the country. 

But training alone might not be 
enough to unravel the tangle of con- 
straints that loom ahead for Shenyang 
Automotive, worries Etsuo Hattori, 
general manager of Toyota's China op- 
eration. For that, he says, Toyota would. 
need the full range of control that a 
joint-venture partner enjoys. | 

Jinbei has discreetly approached 


Toyota for joint-venture collaboration 


over the years, auto-industry analysts 
say, but the Japanese side has always 
demurred. Now the New York listing 
may make it harder than ever for 


Toyota to take up an equity stake. The i 


reason, a Japanese source says, is that > 
the group's convoluted. ownership 
structure is. simply “too mysterious.” 
_Jinbei has always been innovative in 
its finances, but the. Brilliance issue out- 


did even its own record of financial 


creativity. Without notifying Toyota, 


Cur- and side-stepping securities regulators 


dn Peking, Brilliance set up shop in 


kits © Hongkong and registered itself (for tax 
pen- - ^ purposes) in Bermuda. Its assets are a 


stake in Shenyang Automotive, 
ccording to its. prospectus, Bril- 
iance is 29% owned by its New York 


hing. shareholders and 1556 by Jinbei (which | 


by 1995, without losing quality. 

If it fails to meet the schedule, 
Shenyang Automotive will continue to 
shell out duties of up to 120% on its 
kits. By contrast, joint-venture sedan 
makers like Volkswagen, Peugeot and 
Chrysler pay 40-80% on. their: kits. Even 
Jinbei-GM pays just 50%. 

So far, the Deluxe's s ` hefty: Rmb 
300,000-plus sticker price has not been a 
problem. Toyota stands alone in the 
high end of the van market, and de- 
mand among the cash-rich government 
work units that comprise its customer 
base is not especially sensitive to price. 

But that could change as greater local 
content vitiates quality and new com- 
petitors emerge — such as. the planned 
Hainan joint venture, which. will turn 
out 100,000 mini-vans a year. 





Toyota is doing what it can to shore A 


up quality control, both on.its own 
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deeper backing than the Shenyang 
clique, according. to. industry gossip. 


port. may have helped r ram ‘the New 
York issue th 


mpo- in turn is 60% owned by Shenyang . 

| x. be municipality). Th 
X: stry Brilliance is owned by the Chinese Fi- 
: eee doubt the Deluxe line can meet | 
its ambitious target of 99% local content. 





The remaining 56% of 


nancial Education Development Foun- 


dation. Shenyang is abuzz with specu- 


lation as to who is behind the founda- 
tion. The prospectus ascribes it to the . 
People’s Bank of China (the central 


bank) plus "affiliates and associates." 


Central-bank governor Li Guixian. 
made his mark as party secretary of- 
Liaoning province, of which Shenyang ne 
is the capital. He has a long association s 
with Zhao Xiyou, Jinbei’ s chairman, and 
Shenyang, mayor Wu Dis sheng. n 

ut Brilliance can count on even 

















Among the “associates” may be bu: 


nessmen linked. with Chi 





China's f 
president, Yang Shangkun. Suck 








rough. a recalcitrant bu- 
reaucracy last year. But it may prove 


less advantageous. now; Yang and his 
faction have fallen from power since the 
| | Im Fart j 

Shenyang assembly line and among Li A 





Congress last October. 
—.. Lincoln Kaye 
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Philippines to benefit from oil and gas finds 


By John McBeth i in a Manila 


Phen. Shell Philippines Explora- 
ton, a subsidiary of the Anglo- 
Dutch oil giant, recently brought 
n 60 members of its technical staff to 
Manila, housing rentals rose sharply in 
the southern suburb of Alabang, where 
many of them chose to live. That is bad 
news for future home-hunters, but it is 
good news for the Philippines. If a com- 
pany makes that sort of commitment, say 
oilmen, the gravy train may be just around 
the corner. 

Why the newfound optimism? The 
Department of Energy and industry 
sources say exploration over the past 18 
months indicates that deep-water offshore 
fields near the southwestern province of 
Palawan may hold sufficient oil to allow 
the Philippines to meet two thirds of its 
petroleum needs by 1997. The same fields 
are also expected to produce enough natu- 
ral gas early in the next century to generate 
more than 2,000 megawatts of electricity, 






or a quarter of total expected demand. 

Current power shortages that have 
helped to produce economic stagnation are 
likely to continue, at least intermittently, 
until new coal and geo-thermal projects are 
brought on stream over the next three to 
tour vears. But the gas will give the gov- 
ernment a valuable new option in its long- 
term planning — one that is unlikely to 
raise the ire of environmental groups. 

The benefits of Palawan's oil are less 
distant. Officials predict that its impact on 
the nation's current USS2 billion oil- 
import bill could give the P hilippines the 


boost it needs to attain its target of 7-8% 


annual economic growth by 2000. Accord- 
ing to the Energy ‘Department, if the price 
stays at US$18 a barrel and production is 
sustained at 200,000 barrels a day, the new 
discoveries will result in foreign-exchange 
savings of as much as US$1.3 billion a 
year. 

The centrepiece of the offshore fields is 
Malampaya, an oil and gas structure 50 
kilometres northwest of Palawan. Esti- 







mates of recoverable oil reach as high 
300 million barrels while natural gas « 
posits could equal 3.5 trillion cubic feet 
enough to justify building a 0l 
lion gas pipeline from Palawa 
gas, south of Manila. 
Discovered in mid-1992 by a j 
ture between Shell and Occidet 
leum of the US, its potentially lar 
posits will not be easy to tap. With 
seabed 900 metres beneath the water's sur- 
face, and the oil and gas deposits up to 
3,400 metres below that, Malampaya will- 
require the deepest drilling ever under- - 
taken by an exploration company any- . 
where in the world. 2 
Inclusive of the US$165 million spent so 
far on exploration, the two companies are 
expected to invest a total of US$2 billion to- 
develop both Malampaya and the adjoin- . 
ing Camagao gas field, which Occidental. . 
discove ered in 1989. “It’s real frontier stuff ` 
says one industry source. "There are few... 
companies that could go after oil and gas - 
at such depths." E 
Despite the inherent hurdles, Adrian: 
Loader, the outgoing president of Pilipinas =: 
Shell Petroleum, remains “cautiously opti- 
mistic" about the commercial potential of 
the fields. 
But the pipeline presents a major engi- - 
neering problem in itself. In order to avoid 
the 10km-wide "Manila Trench" — a 1,500- 
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So it is with Standard Chartered 
Offshore Banking Services - everyone a 
masterpiece — and carrying the ‘signature’ 
of one of the world's most respected 
international banks. 
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offshore experience extends through a 
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metre-deep fault line which runs down the 
length of Luzon's western coast — the con- 
sortium will have to follow a route around 
the southern end of Mindoro, instead of 
taking the shorter course skirting the north- 
ern tip of the island (see map). 

Malampaya and Camagao are not 
Palawan's only jewels, however. Adjacent 
to them is Alcorn Philippines" West 
Linapacan oil field, which lies in shallower 
waters. Energy Undersecretary Rufino 
Bomasang says that between them, 
Malampaya (100-150,000 barrels a day) and 
West Linapacan (50,000 barrels) could sup- 
ply up to 200,000 of the 310,000 barrels per 
day the Philippines is expected to consume 
by 1996-97. 

"There is potentially a huge oil and gas 
field there," says one industry source. 
“They've got the reserves needed for a gas 
field. The oil is a bonus, pure cream." In 
his only public comment on 
the company's intentions, 
Loader said recently that 
Shell was ready to begin 
tapping Malampaya's oil re- 
serves by 1996 or possibly 
earlier, depending on fur- 
ther exploration develop- 
ments. 

Because it makes more 
sense from a technical stand- 
point and provides both 
cash flow and a better un- 
derstanding of the field, 
Shell intends to bring the 
oil on-stream first, using 
the gas to push it out 
through a floating produc- 
tion system into waiting 
tankers. 

"There is an immediate 
market for the oil, but not 
for the gas," says an oilman. Km 50 
“It will require huge infra- 
structure expenditure before 
they can do anything with 
it 

In addition to the pipeline, the infra- 
structure for gas requires new power 
plants, which according to current think- 
ing will be developed through the private 
sector. Bomasang says original plans called 
for the gas to come on-stream by 1998, but 
the discovery of oil at Malampaya forced 
the consortium to set that back until the 
new century. 

Until the latest discoveries, the Philip- 
pines was never considered a particularly 
promising area, even though the terms of- 
fered by the government are better than 
those in Malaysia and Indonesia. 

Marginal commercial quantities of oil 
were found in the Nido field and adjoining 
Matinloc and Cadlao fields west of Pala- 
wan in the 1970s, but low volume and a 
worsening political situation caused most 
oil companies to cease exploratory work 
by 1985. 
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Philippines Oil & Gas Bo 


With funding from Canada and the 
World Bank, Corazon Aquino’s adminis- 
tration sought to reignite the oil industry's 
interest in the Philippines in 1986 by em- 
barking on a concerted seismic pro- 
gramme. The new information it came up 
with led to Occidental striking up to 1 tril- 
lion cubic feet of gas at Camagao in 1989. 
“The significance of that is that it proved 
there were major fields there," says Boma- 
sang. 

The following vear, Occidental invited 
Shell Exploration into the current venture, 
not only to share the risk, but to take ad- 
vantage of its superior technology in 
deepwater drilling. After punching a dry 
hole at North Iloc, Shell had much better 
luck with two subsequent exploration 
wells further to the south in the Malam- 
paya block. 

A third Malampaya well is expected to 
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be drilled by October, which will give the 
joint venture the final word on the size ol 
its oil field and provide further data on the 
extent of its gas reserves. Some thought has 
also been given to further exploration al 
Camagao to determine whether it also has 
oil beneath its gas cap. 

About the same time that the Shell- 
Occidental venture was celebrating it: 
good fortune, so too was Alcorn, a Hou 
ston-based firm that stayed the course ir 
the mid-1980s by taking over the produc 
tion rights to Nido, Matinloc and Cadlac 
from the original lease holders, Amarcc 
and Philippine Cities Service. 

Experts now estimate that Alcorn’: 
West Linapacan concession contains abou 
100 million barrels of recoverable reserves 
Production from Linapacan 'A' began las 
May, but after reaching a high of 17,50 
barrels a day fell to 10-11,000 barrels whe1 
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one of its three wells developed water-in- 
flow problems caused by its proximity to a 
major fault line. 

. Alcorn is now trying to sidetrack the 
. well to another part of the field, but if that 
~ fails it has the option of drilling a new hole. 
Undersecretary Bomasang says it is hoped 
this will bring overall production up to 
40,000 barrels a day by 1995, if Alcorn goes 
ahead with a scheduled production well in 
its Linapacan ‘B’ structure. 

With the Cadlao and Matinloc fields 
now exhausted and Nido pumping out 
only 104,000 barrels a year, Linapacan 
accounted for most of the country's 1992 
. domestic oil production of 3.1 million 
barrels. About 70% of that was ex- 
ported, mostly to Singapore and Texas, 
because fast-track power projects and 
private generators have increased de- 
mand for fuel oil and diesel, the sort of 
products refined from Middle East heavy 
crude. 









Ragay Gulf, between the Bondoc Peninsula 
and the Bicol provinces of southern Luzon. 
A seismic survey financed by the Austral- 
ian Government last year turned up en- 
couraging results, and the Energy Depart- 
ment's oil and gas division chief, Fernando 
Penarroyo, says the department plans to 


begin awarding exploration contracts next | 


October. 

The Ragay Gulf structure is an excit- 
ing prospect because it has the characteris- 
tics of an oil-bearing basin and is in shal- 
low water only 4-5 km from shore. If gas is 
discovered in commercial quantities, it 
would require only a short overland pipe- 
line to Batangas or Cavite — a far different 
proposition from the distant Palawan ven- 
ture. 

The possibility of successful onshore 
exploration receives mixed reviews. The 
Philippine National Oil Co. has secured 
Canadian funding to survey a large part of 
North Cotabato on the southern island of 
Mindanao, where ground seepages and 
earlier seismic studies have pointed to a 
promising oil-bearing structure. 
© But one oil executive describes the so- 
called Cotabato Basin as “extremely diffi- 
cult logistically and a nightmare politi- 
cally." Another talks in more general terms. 





"A lot of people," he says, "are turned off 
|, Economists attribute the large gain to 
_ stepped-up purchases of petroleum prod- 
| ucts, equipment for the north-south elec- 
| tricity line now under construction and 
| raw materials for the garment industry. 


by past exploration history, the difficulties 
of working onshore and perceived security 
problems." 

Even more to the point, perhaps, is the 
heavy faulting and folding that character- 
ises the Philippines’ geophysical make-up. 
Experts point out, for example, that 
ground seepage more often indicates the 
fractured nature of the underlying rock 
than it does significant oil deposits. "What 
you have is lots of small pockets," says 
one. "But what you need is one big reser- 
voir." Right now, those seem to lie in the 
xean depths. = 
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Another promising offshore area is the 
| Two thirds of this total came from the sale 
| of 1.5 million tonnes of crude oil, an in- 
. crease of 18%, and 470,000 tonnes of rice, 
| double last year's first-quarter level. Be- 





ECONOMIC MONITOR: VIETNAM 


Better Times 


ietnam is desperately poor and faces 
serious impediments to develop- 
ment, but its economy is on a roll of 


sorts. In the first quarter of 1993, foreign 
_ trade surged, foreign investment continued 
| to grow, inflation was under control and 
_ the country's currency was stable. 


In addition, industrial output rose 


| 11556 from a year earlier, while oil pro- 
| duction was up 18%, cement 20% and fer- 
| üliser 23%. Economists believe this year 
| will see GDP growth of 7.5% unless adverse 
, weather conditions hamper agricultural 
| production. In 1992, GDP grew 8.3%. 


Exports in the first quarter increased 
16% from a vear earlier to US$550 million. 





_ cause of investments in drying, husking 
and polishing equipment, nearly half the 
| grain was high-quality rice that pushed up 
| the earnings. 


Imports in the quarter jumped 44% 
from a year earlier to US$599 million. 


The value of foreign investment in Viet- 


, nam surged 61% in the quarter, despite the 
_ US economic embargo against the country. 
_ By early April, Hanoi had granted 626 Îi- 
| cences valued at US$5.3 billion. 


In the past, most foreign investors had 


_ concentrated in the former capitalist south, 
; but this year, several large licences have 
| been issued for factories in the north. Dis- 
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bursements by foreign companies, though, 
remain slow, except in oil exploration. — 
Inflation is under control. Consumer 
prices rose 2.7% in the first four months of ` 
this year, compared with 11.7% in the year- - 
earlier period. If this trend continues, the | 
government will easily achieve its target of 
keeping inflation below 15% in 1993, - 
against 18% last year and nearly 70% on an 
annual average in the previous three years. 


The country's foreign-exchange re- > 
serves, which for years were only enough 
to fund one to two weeks of imports, cur- ` E 
rently top US$400 million, thanks to grow- = 


ing oil exports and the large inflow of for- ` 
eign currency. And since late last year, 
Vietnam's currency has stabilised at: 
around Dong 10,550 to the US dollar. The: 


currency appreciated 15% in 1992 afterlos- — 
ing nearly half of its value the previous © 


year. 

The dong's stabilisation and the drop in 
inflation has resulted from the govern- 
ment's attempts to control money supply, 
limit credit expansion, increase interest 


rates on savings and stop funding the... 


budget deficit with funds from the State 


Bank, the central bank. But a new spiral of 
inflation is threatened by the government's. 
decision to increase the budget deficit this ^. 
year to Dong 9 trillion, or 7% of GDP, from v 
Dong 3.8 trillion, or 3.8% of Gpp, in 1992. | 

The increased government spending ^ 
will be used largely to fund increases in. 


the desperately low salaries of state em- 
ployees and cost overruns on the north- 
south electricity line. Although state rev- > 
enue in the first quarter rose 50% froma ` 
year earlier to Dong 4.6 trillion, spending 
jumped 80% to Dong 6.2 trillion. E 

Despite Vietnam's successes, econo- - 
mists say threats to growth remain. Be- 
cause of the US decision in April not to - 
allow the IMF to resume credits to the coun- © 
try, not enough resources are available to — 
upgrade roads and ports and to improve - 
deteriorating social services. " 

In addition, the government has made - 
little progress in tackling unemployment. - 
According to the Asian Development 
Bank, only half of the 12 million young 
people who entered the labour force last | 
vear found work. 


Economists are also concerned that ` 


much of the rice exported in the first quar- 
ter was left over from last year's bumper 
harvest. This year, they warn, Vietnam 
may have difficulty achieving the 1992 rice- 
export level of 1.9 million tonnes, because 
of a 10% drop in the winter-spring crop in 
the Mekong River delta. si Murray Hiebert 
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LABOUR 


Parading for 
Work 


Vietnam's farmers seek 
better fortunes in the cities 





By Murray Hiebert in Hanoi 
s the sun rises each morning over 
Hanoi, hundreds of young men 


A from the countryside begin lining 


up in Lang Ha Street, a tree-lined thor- 
oughfare in the city’s western suburbs. The 
street is home to scores of shops selling 
construction materials — timber, nails, roof 
tiles and pipes for plumbing. Some of their 
customers, the young men hope, will need 
building workers, too. 

This informal labour market, one of 
half-a-dozen which convene daily at vari- 
ous points around the capital, shows how 
times are changing in Vietnam. Not so long 
ago, officials regularly rounded up mi- 
grants without residency papers and 
shipped them back to their farm coopera- 
tives in the countryside. But since the rul- 
ing Communist Party began its march to- 
wards free-market economics in the late 
1980s, migrant workers have been tolerated 
by the city authorities. These days they are 
a major source of cheap labour for Hanoi's 
mini construction boom. 

Vietnamese farmers, like those in many 
other developing countries, are attracted to 
the city by the increasing difficulties of 
making a living in the countryside. Farm- 
ers have been given their own fields since 
the party abandoned agricultural coopera- 
tives in 1988. But plots in the overcrowded 
Red River delta surrounding Hanoi are so 
small that many peasants have to look for 
other jobs to support their families. 

On average, farmers in the north of the 
country are out of work for at least one 
third of the year, according to Dau Quy 
Ha, a former Labour Ministry economist. 
Other officials calculate that under-employ- 
ment in the countryside is equivalent to 5 
million unemployed workers, or 28% of the 
rural workforce. 

In addition, real farm incomes are fall- 
ing sharply despite the fact that since 1989 
Vietnam has emerged as the world's third- 
largest rice exporter — thanks to the re- 
forms. Food prices dropped 15% last year, 
while the cost of non-food items increased 
by 20%, according to government esti- 
mates. As a result, farmers' buying power 
has slumped. 

“I don't earn enough from farming to 
feed my family," says Vu Anh Xuong, à 
37-year-old farmer from Ha Tay province, 





southwest of Hanoi. For seven months a | 


year, he works as a carpenter for the state- 
owned Ba Dinh Construction & Housing 
Development Co. 

Even though Xuong's 2,880-square-me- 
tre plot is larger than that farmed by most 
northern peasants, "the price of rice is so 
low that I only earn enough from two 
crops to feed my family for four months,” 
he says. As a construction worker, Xuong 
earns roughly Dong 400,000 (US$38) a 
month, of which he sends Dong 150,000 
home to his wife and two children. Some- 
times Xuong thinks of abandoning farm- 
ing altogether. "If construction salaries in- 
creased, | would move my family to Ha- 
noi," he says. 

Some economists fear the erosion of 
farm incomes, coupled with rising urban 
wages, could prompt a growing migration 





Farm jobs are no longer in demand. 


of workers into the cities. That would exac- 
erbate urban unemployment — already 
estimated at around 209; — as well as 
housing shortages. Some fear it would also 
lead to an increase in crime. 

Nearly half of Ba Dinh's 300 employees 
are seasonal workers from Ha Tay prov- 
ince. Why does foreman Le Van Le hire 
farmers instead of looking for workers 
among the city's army of unemployed? 
“They work much harder and they're more 
serious and honest," Le says, adding that 
city dwellers are not willing to work for 
the Dong 10-15,000 a day he pays peas- 
ants. 

The emerging labour markets are not 
limited only to Hanoi and Ho Chi Minh 
City, Vietnam's southern economic hub. A 
large labour market is also developing in 
the fertile Mekong River delta, where in- 


debted peasants are losing their fields. In - 


the northern provinces, richer farmers hire 
landless peasants to work their fields — 
leaving the landowners themselves free to 
engage in more rewarding activities, such 
as trading or producing handicrafts. u 
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ENERGY 


Nuclear 
Future 


Indonesia selects site 
for first reactors 


By Mark Clifford in Jakarta 

o Southeast Asian country has yet 
N managed to bring a nuclear power 

plant into commercial operation. 
Will Indonesia be the first? If not, it won't 
be for lack of trying. Jakarta is pushing 
ahead with plans to build at least a dozen 
nuclear power plants by early in the next 
century — at a cost of more than US$15 
billion. 

Site selection is already under way near 
central Java’s Muria Mountain, the likely 
location for the first cluster of reactors. The 
government will receive a formal proposal 
around mid-1994, says Zuhal, president- 
director of state electricity monopoly PLN. 

Nuclear advocates got a boost in March, 
when a cabinet shuffle elevated to key po- 
sitions several officials close to B. J. 
Habibie, the country's ambitious minister 
for research and technology — and an avid 
proponent of nuclear power. “The political 
decision has been made by [President 
Suharto] that we have to go nuclear,” says 
Zuhal. “But the time depends on the [eco- 
nomic] feasibility." PLN estimates that a 
nuclear plant could produce electricity for 
79 US cents a kilowatt-hour, compared 
with only 4.2 cents for the cheapest alter- 
native, a combined-cycle facility using 
natural gas and steam. 

A new generation of simplified nuclear 
reactors may reduce the cost, but pricey or 
not, Indonesia must find new sources ol 
clean energy. Its oil reserves dwindling, 
Indonesia is already heavily reliant on coal. 
On Java alone, the country's most popu- 
lated island, power plants burn more than 
5 million tonnes of coal a year, and de- 
mand could double that figure in the next 
three to five years. 

Meeting that demand is PLN's biggest 
challenge. Zuhal says the utility plans tc 
add 51,000 MW to its existing 13,000 MW 
by 2008. Of the total, nuclear power is ex 
pected to provide 7,000 MW (the first nu: 
clear plant is due to open in 2003). 

Another attraction of the nuclear optior 
is technology transfer, a concern of the 
powerful Habibie, for whom Zuhal once 
worked. 

PLN is “not only responsible for produc 
ing a profit,” says Zuhal, “we are also ar 
agent of development. This is part of ou 
mission, to encourage new technology." 8 
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T. T. Tsui (third from left) and Li Ka-shing (extreme right) with mainland officials at the Hongkong launch of New China Hongkong Group. 
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New China Hongkong Group symbolises the way business and 
politics are becoming more enmeshed as Hongkong prepares 
for the handover to Chinese rule in four years' time. 


By Jonathan Karp in Hongkong 


Two of Hongkong's 
most treasured private 
collections are housed in 
neighbouring buildings 
in the colony's central 
business district. Busi- 
nessman Tsui Tsin-tong 
assembled both of them. 

An 11th-floor museum in the old Bank 
of China Building holds T. T. Tsui's an- 
tique Chinese porcelains and bronzes, 
worth an estimated USS600 million. Across 
the road, Tsui's office on the 25th floor of 
the new Bank of China Tower is home to à 
potentially more valuable collection: the 54 
shareholders in his New China Hongkong 
Group. This elite investment fund, domi- 
nated by Hongkong magnates and firms 
owned by the Chinese Government, was 





born with just US$65 million. But the 


group's commercial and political clout is 
likely to burgeon as Chinese rule ap- 
proaches. 

^We are the first to bring in so many 
Chinese ministries," says Anthony Wu, 
New China Hongkong's financial adviser 
and a longtime friend of Tsui. Then he cor- 
rects himself: "No, ministries is not the 
right word — companies." 

Wu's slip is telling. It is no secret that 
doing business with China means working 
with the government, at one level or an- 
other. But nowhere is the need to sidle up 
to top Chinese mandarins better under- 
stood than in pre-1997 Hongkong. To date, 
no company better embodies this reality 
than New China Hongkong. 
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The group is more than a microcosm of 
the Hongkong-China relationship. It in- 
cludes Chinese investors from Singapore, 
Taiwan, Indonesia and Thailand in what is 
the first attempt to create an officially sanc- 
tioned umbrella for Overseas Chinese in- 
vestment in the mainland. 

The list of shareholders is impressive. 
New China Hongkong comprises 13 Chi- 
nese government firms, which hold a com- 
bined 32.5% stake; 39 Hongkong-based in- 
vestors, who divvy up 55%; and two Sin- 
gapore government-linked entities, with 
12.5%. The shareholders come from diverse 
backgrounds: finance, transport, construc- 
tion, manufacturing, property and commu- 
nications. 

The Peking-backed firms have impec: 
cable political credentials. Eleven belong te 
national government bodies or ministries 
including the State Council, or China’: 
cabinet. One firm backed out amid Hong 
kong politicians’ cries of conflict of inter 
est. It was linked to the State Council’: 
Hongkong and Macau Affairs Office 
which sets Chinese policy on the two tern 
tories and which helped to conceive New 


China ane: (The State Council still 
retains a stake in the group through an- 
other firm.) 

The Hongkong investors include some 
of the colony’s richest. Apart trom Tsui, 
there is property baron Li Ka-shing, Macau 
casino boss Stanley Ho, and hotel and 
property developer Y. S. Lo. 

Lippo New China HKG, part of the In- 
donesian-Chinese Riady family's empire, is 
on the Hongkong list. So is a branch of 
stockbroker Taiwan International Securi- 
ties, and a company linked to Thai-Chinese 
investors. The only non-Chinese connec- 
tion is US investment house Goldman 
Sachs. 

The “greater China” element is unique, 
but at the group’s core are the parties in its 
name: China and Hongkong. They could 
make it the ultimate investment club, a 
snug, opportunistic collaboration between 
Chinese leaders and their future subjects. 

Peking’s political structure and vast in- 
vestment opportunities mesh with Hong- 
kong's commercial expertise. In the proc- 
ess, China gains more leverage in the 
Hongkong business community, a trend 
confirmed by recent elections to the local 
chamber of commerce's council. And the 
group nurtures à new elite for post-1997 
Hongkong — the new generation of 
taipans whose bonds with Peking will help 
them deliver the territory from colonial 
British conglomerates such as Jardine 
Matheson and Swire Pacific. 

"T. T. wants it to be a major hong, listed 

on the stock exchange with a market capi- 
talisation of HK$10-20 billion (US$1.3-2.6 
aillion),” says William Kwong, managing 
director of New China Hongkong Capital, 
he group's merchant banking arm. This 
arget would still make it smaller than Citic 
"acific, Citic’s listed subsidiary, which is 
"eking's leading contender for hong sta- 
us. Flashing the cool confidence shared by 
New China Hongkong insiders, Kwong 
says: “Give us three years.” 

The whole scheme has changed greatly 
vithin the space of a few months. It was 
wiginally meant to be a HKS200 million 

-hina venture-capital fund with 20 Hong- 
ong and 10 mainland shareholders. But i it 
ias ballooned into a HK$500 million pool 
vith 54 investors. New China Hongkong 
lans to invest in Chinese infrastructure, 
eal estate, telecommunications and manu- 
acturing projects. And it wants to use its 
nerchant bank to introduce mainland 
irms to international financial markets. 

New China Hongkong has already en- 
?red a four-partv joint venture to build the 
mb 300-400 million (US$52-70 million) 

sew China Hongkong Centre, an office 
lock in Peking. One of the partners is the 
ompany linked to the Hongkong and 
facau Affairs Office that was forced to 
ack out as a direct investor in New China 

longkong. 

The group has also signed a letter of 
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intent for a joint venture to build a Rmb 3- 
4 billion highway in Sichuan province and 
has entered into talks about highway and 
harbour development in Guangdong and 
Hainan provinces. New China Hongkong 
hopes to earn financial-advisory fees for 
similar projects and to underwrite the flo- 
tation of mainland firms abroad. 

At the helm of this club is a man who 
personifies New China Hongkong, one 
who thrives on the nexus of politics and 
business. Group chairman Tsui, 52, con- 
trols the CNT Group, a Hongkong holding 
company with paint manufacturing, bus 
service and property interests. Tsui has al- 
most complete control of New China 
Hongkong even though CNT holds just 6% 
of the shares, company executives say. Like 
several investors, he was one of a number 
of Hongkong residents appointed last year 
by the State Council to advise Peking on 
the colony’s affairs. He has told friends he 
wants to become Hongkong's first chief 
executive, as the colony's top official will 


be known after China takes over. 

Tsui has done business with China for 
at least 20 years, including deals with the 
defence establishment. He has donated to 
mainland charities and has good ties with 
China's leadership. He has vigorously cul- 
tivated mainland contacts — though some 
observers say the mainland has cultivated 
him. Whether New China Hongkong is his 
pay-off or a debt repaid, it is Tsui's show- 
case and an opportunity to let business 
friends looking for a smooth transition in 
1997 latch on to his rising star. 

^He has shown he's going places," says 
an executive at Lai Sun Development, a 
Hongkong-based investor in the group. 
"It's a situation in which he has lined up 
the Chinese side. You pay to be in the club, 
so in the future if you run up against these 
people, it will be easier to talk. We're buy- 
ing the connection." 

The connection did not cost much; club 
memberships went for just HK$5 million. 


>a 


This sum represents the price of acquiring 
a share of about 1% in the group, not much 
when considering the opportunity cost of 
opting out. “It’s face money,” says share- 
holder James Tien, a former Hongkong leg- 
islator who runs property and textiles busi- 
nesses. An entrepreneur close to Tsui adds: 
“It's ‘no harm’ money, ‘good prospect’ 
money. What the hell, HK$5 million! Too 
much is at risk” not to invest. 

Li Ka-shing, Hongkong’s richest man, 
received Tsui's entreaty warily, and even 
with a tinge of jealousy, says an executive 
familiar with New China Hongkong’s for- 
mation. But Li agreed to sign on. Most in- 
vestors no doubt were thrilled, not threat- 
ened, by an invitation to join Tsui's club. 

As can happen with clubs, however, 
what feels so natural and just to the mem- 
bers appears suspicious to outsiders. 
Rarely has the launch of a company 
aroused the scrutiny with which Hong- 
kong's business community greeted New 
China Hongkong in February. While the 





firm promoted itself as the benign integra- 
tion of Hongkong and Chinese commerce, 
critics howled about potential conflicts of 
interest. Some saw in New China Hong- 
kong the demolition of the wall between 
business and government, an omen of lite 
under Peking. 

The issue was not the number of Chi- 
nese government firms in Tsui's stable, but 
one in particular: Peking Hongkong Devel- 
opment, the company that belongs to the 
Hongkong and Macau Affairs Office. Crit- 
ics argued that the company's inclusion 
could give New China Hongkong an un- 
fair advantage in gaining contracts after 
1997. More immediately, the close connec- 
tion to the department involved in Sino- 
British negotiations on Hongkong's politi- 
cal future could facilitate insider trading on 
the stockmarket by New China Hongkong 
shareholders. 

Hongkong and Macau Affairs Office 
director Lu Ping, who discussed the idea 
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of New China Hongkong with Tsui last 
summer, has shown his ability to move the 
colony's stockmarket by the tenor of his 
statements. Lu has denied using his office 
to manipulate the bourse. 

Given the sensitivity, businessmen did 
not speak out against Peking Hongkong 
Development's involvement in New China 
Hongkong. Rather, it was liberal Hong- 
kong politician Martin Lee who led the 
public campaign opposing the move. 

Several business executives inter- 
viewed, including some from merchant 
banks competing with the group's venture, 
say the heated discussion about the com- 
pany when it was announced has since 
cooled. Concerns about insider trading are 
valid, they say, but should be seen in per- 
spective. "We're not talking about a vir- 
ginal, laissez-faire economy being raped 
from across the border," one executive 
says, noting that insider trading already 
exists in Hongkong. 

Did Tsui anticipate this controversy? 
“No,” he says with a chuckle and a wave 
of his cigar. "I think it is very funny." 

“Many people say the participation of a 
subsidiary of the Hongkong and Macau 
Affairs Office would be unfair. I don't think 
this is terrible," Tsui remarks, annoyed and 
unrepentant. A moment later he levels a 
counterblow, accusing his critics of hypoc- 
risy and challenging the notion of a level 
playing field under British rule. 

^When you talk about fairness, there 
isn't any fairness about doing business in 
Hongkong," he says. “The Executive Coun- 
cil, as you know, formulates plans and 
policies for Hongkong. In the past, the Ex- 
ecutive Council [the governor's appointed 
panel of advisers] has always had mem- 
bers from Swire, Jardine and Hongkong 
Bank. Can you say this set-up is fair foi 
Hongkong people?" 

Sir Jack Cater, a former Hongkong chie 
secretary, dismisses the comparison, say 
ing: "When a matter concerning the busi 
ness of an [Executive Council] membe 
comes up in a meeting, the governor ask: 
him to step outside." 

Tsui rode out the tempest for a month 
maintaining that Peking Hongkong Devel 
opment had only a minor role in New 
China Hongkong. By March, however, hi 
was forced to change his position. "I wen 
to talk to Lu Ping and said, ‘Maybe you 
guys better stay out." Peking Hongkon; 
Development withdrew its plan for a 2.5" 
stake in New China Hongkong in earl 
April. 

But Tsui did not sever all links with th 
firm. Peking Hongkong Development re 
tained something arguably more valuabl 
than its small equity stake: a seat on th 
seven-man executive committee of Ne 
China Hongkong's board of director: 
When pressed by reporters about this cor 
tradiction in late April, Tsui reluctantl 
pledged to replace the board membx 
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within a few months. New China Hong- 
kong would continue to associate with Pe- 
king Hongkong Development on a joint- 
venture basis, he said. It already is — in 
the shape of that building project in Pe- 
king. 

Nor did Peking Hongkong Develop- 
ment's withdrawal put the matter to rest. 
Lee wonders whether the firm still holds 
shares through nominees. Other critics, 
such as Christine Loh, a businesswoman 
and appointed liberal legislator, see New 
China Hongkong as a setback in Hong- 
kong's drive to establish international busi- 
ness standards. Such norms are supposed 
to be part of the "one country, two sys- 
tems” principle under which China has 
pledged to govern Hongkong after 1997, 

"I hope it is a solitary case," Loh says. 
"It raises questions about the attitude of 
Hongkong businessmen. They could have 
said, ‘Thank you but no thank you [to 
Tsui's invitation].’ Did they not try to dis- 
suade the Hongkong and Macau Affairs 


: 
-i Peng was consulted, too. 


Jffice from joining, knowing it would be a 
‘onflict of interest?" 

Quite the contrary. The official endorse- 
nent was used to help market New China 
longkong. And Tsui lets it be known that 
alks on forming the consortium started 
ügher than the Hongkong and Macau Af- 
airs Office. "It was not Lu Ping whom | 
poke with the first time,” Tsui says. “It 
vas Li Peng and Li Lianqing." The first Li 
; China's premier and the second was the 
Ainister of Foreign Economic Relations 
nd Trade at the time. 

After telling the two Lis last summer 
iat young Hongkong entrepreneurs 
eeded better information on investing in 
hina, Tsui was urged by the leaders to 
rm a company “with the support and 
»operation of Chinese institutions so as to 
iake it strong," he says. 
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The process started to snowball after 
this endorsement. Tsui and his colleagues 
worked the telephones in Hongkong and 
banquet halls in Peking. New China Hong- 
kong managing director Robert Chan, fi- 
nancial adviser Anthony Wu, legal adviser 
Victor Chu and Tsui found greater interest 
than they had expected. Tsui registered the 
company as the SKH Group in September 
but changed the name to New China 
Hongkong two months later, forming 12 
subsidiaries. 

Meanwhile, the club was spreading 
regionwide. Tsui's friendship with Yeo 
Seng Teck, chairman of Singapore's Trade 
Development Board, led to a telephone call 
from a Singaporean cabinet minister ask- 
ing Tsui for “nothing less than 10%” of 
New China Hongkong shares. The trade 
board received 10%, the largest single hold- 
ing, and state-owned Natsteel took a 2.5% 
stake. 

As membership broadened in Hong- 
kong, the group abandoned its goal of fo- 
cusing on businessmen who needed help 
breaking into China. These days, Tsui and 
Wu are at a loss to define the criteria for 
membership. It is no coincidence that sev- 
eral shareholders are, like Tsui, advisers to 
Peking, but this is not a must, Wu says. 
Three apparent requirements are that one 
must be Chinese, a friend of Tsui's and al- 
ready established in China. 

One exemplar is Charles Lee, the chair- 
man of the Stock Exchange of Hongkong, 
who invested through his family's private 
firm, Appleton Co. Lee is a lawyer who 
has been advising some Chinese state com- 
panies seeking public listing in Hongkong 
this year. Now he may become a rainmaker 
for New China Hongkong. 

But there is one shareholder which does 
not fit in with the rest: Goldman Sachs 
(China), the local unit of the US investment 
bank. Tsui did not approach Goldman, but 
rather the firm's managing director in 
Hongkong, Moses Tsang, who then re- 
ferred the deal to his superiors. They asked 
him to buy into New China Hongkong in 
Goldman's name. Goldman declines to dis- 
cuss the transaction. 

Equally reticent are big companies that 
do not appear on New China Hongkong's 
roster — and who presumably rebuffed, or 
never received, an invitation to join. They 
include masterbuilder Gordon Wu's 
Hopewell Holdings, Robert Kuok's Kerry 
Group, the Kwok family's Sun Hung Kai 
property group and World International- 
Wharf Holdings. Each declined to say 
whether or not it was approached by Tsui. 

A few businessmen have privately told 
politicians they stayed away because of the 
perceived conflict of interest. Still others 
declined because they would not be in con- 
trol. David Tang, Tsui's friend and partner 
in Hongkong's 1920s Shanghai-style China 
Club, says: "I never like to be a minor 
shareholder, certainly not a cockroach." 
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With so many big egos holding equally 
small stakes, New China Hongkong ap- 
pears unwieldy. "It's a commercial tower 
of Babel," says a senior securities analyst. 
And there are plenty of potential conflicts 
of interest within the group, such as that 
between New China Hongkong's mer- 
chant-banking arm and Goldman Sachs. 

Each shareholder interviewed described 
himself as a passive investor who was pre- 
pared to leave the running of the group to 
Tsui. Still, the company has a dual role as a 
fund and as a forum through which share- 
holders can hatch their own deals without 
including New China Hongkong. This 
leaves open the question of where loyalties 
ultimately lie. 

Squabbles and gridlock among inves- 
tors foiled a 1984 attempt to form a similar 
Hongkong-China investment syndicate, 
the Hongkong Macau International Invest- 
ment Co. This HK$500 million investment 
fund, founded by a Hongkong textile ty- 
coon, gathered together magnates such as 
Li Ka-shing, but failed to take off, being 
too far ahead of its time. 

Businessmen see other potential prob- 
lems with New China Hongkong. Given 
Tsui's current emphasis on costly 
infrastructure projects which have 
little immediate return, these ob- 
servers question the group's com- 
mercial soundness. 

“[New China Hongkong] has 
the ingredients, but one can't sacri- 
fice business for politics," says Rob- 
ert Wang, a Hongkong lawyer who 
has stitched together a series of 
high-powered consortia, such as 
Suntec Investment, that take on 
projects in Southeast Asia. "Doing 
good for China is one thing but 
bringing profit is something else. 
All eyes are on the New China 
Hongkong Group," he says. 

Timing is certainly in Tsui's fa- 
vour. Hongkong has much to gain 
from China's economic reforms, 
and the ascendance of local Chi- 
nese and pro-Peking businessmen 
is increasingly evident in the fad- 
ing days of British rule. The Hong- 
kong General Chamber of Com- 
merce in April voted Jardine Matheson ex- 
ecutive Martin Barrow off its board, the 
first time since the chamber's establishment 
in 1861 that a representative of the 
“princely hong" has not served. One of the 
victorious chamber candidates, inciden- 
tally, was James Tien, a New China Hong- 
kong shareholder. 

There may be more investment clubs in 
the mould of New China Hongkong, but 
any competitor will have to run to catch up. 
Can New China Hongkong's line-up be 
duplicated? Anthony Wu grins. "I wouldn't 
say ‘no,’ but it would not be easy." 

(With contributions from Tai Ming 
Cheung.) = 
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Man of the Moment 


Tsui knows the value of connections — and timing 


By Jonathan Karp in Hongkong 


When China’s diplo- 
mats in Hongkong want 
to have fun, they sing 
karaoke. And thanks to 
Tsui Tsin-tong, they 
need not leave the of- 
fice. The ambitious 
Hongkong businessman 
has seen to it that Peking’s de facto em- 
bassy, the Xinhua News Agency, boasts a 
big-screen karaoke machine. 

The perks of government service do not 
stop there. At the annual Chinese Autumn 
Festival, Tsui gives each Xinhua official a 
box of moon cakes, a traditional snack. 

For Tsui, the tycoon, art patron and phi- 
lanthropist, these gifts might be token ges- 
tures. But for Tsui, the aspiring political 


Tsui: close ties with Hongkong's future rulers. 


chief executive of a Hongkong controlled 
by Peking, they are strategic investments 
and evidence of his close ties to the colo- 
ny's future rulers. 

Connections help explain Tsui's rise to 
prominence as chairman of New China 
Hongkong Group. Why else would China 
elevate a relative upstart whose only listed 
company ranks just 156th in size on the 
Stock Exchange of Hongkong? 

“The Chinese trust him," a friend of 
Tsui says. "What China wants is not so 
much someone who can invest his personal 
money. China wants someone to demon- 
strate goodwill and raise funds for invest- 
ing in China." 
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It is hard to ignore Tsui's knack for buy- 
ing when political instability depresses 
Hongkong's markets. Or such entrepre- 
neurial flair as the offering of breakfast to 
commuters on his group's bus line. "He 
fizzes with ideas," says Sir David Akers- 
Jones, Tsui's vice-chairman at CNT Group, 
which includes China Paint and Citybus. 

Perhaps, but the value of Tsui's 
HK$10,000 (US$1,300) annual salary and 
known assets falls far short of a personal 
fortune his financial advisers place at 
HK$4-5 billion. And that estimate excludes 
a Chinese art collection, held by a private 
trust and appraised at US$600 million. 

If Tsui’s lever is connections, what is 
the source of these links that are believed 
to reach to China’s patriarch, Deng 
Xiaoping? “Never ask a hero where he 
comes from,” says a friend, invoking a 
Chinese saying that reflects Tsui's aversion 
to talking about himself. 

The answer, according to Hongkong 
and China sources, lies in his bonds with 
China's arms industry. Tsui, however, dis- 
misses any question about this long-per- 
ceived relationship. “This is only a misun- 
derstanding," he said before the launch of 
New China Hongkong, in which an elec- 
tronics unit of China's Commission for Sci- 
ence, Technology and Industry for Na- 
tional Defence holds a 2.5% stake. 

Tsui told Hongkong's Next magazine in 
1991: “I can say to you honestly that every 
penny of my wealth comes from legal busi- 
ness, not from arms sales. | would not take 
money from dead bodies." 

But in 1981, a year into the Iran-lraq 
war in which China sold arms to both 
sides, Tsui set up a trading company called 
Overseas Industrial. Unlike other Hong- 
kong companies, whose articles of associa- 
tion are so broad as to be meaningless, 
Overseas Industrial says its objective is: "to 
carry forth the trade or business of manu- 
factures of explosives, gunpowder of every 
description (whether sporting or military), 
nitroglycerine, dynamite, gun cotton, blast- 
ing powder, or other substances or things, 
and to purchase, manufacture, sell and 
generally deal in explosives." 

What the articles do not say is with 
whom Overseas Industrial did business. 
China's main explosives and munitions 
manufacturer, analysts point out, is state- 
owned China North Industries Corp. 
(Norinco). 

According to reports in Hongkong's 
Chinese-language press, Overseas Indus- 
trial incurred losses in the 1980s. But Tsui 
still came out ahead. By the time Tsui re- 
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In Europe the borders are 
changing. Dusseldorf, the 
international center for trade 
and services, is situated in 
the heart of Europe and 
offers excellent links to the 
European market. Within a 
day's truck journey 148 
million people can be 
reached, more than 4096 of 
all the inhabitants of the 
European Community.There 
are already some. 


ing O 
üsseldorf. 


5000 companies from all 
over the world located in 
Düsseldorf. Among them are 
also 50 from Korea and a 
branch office of the Korea 
Foreign Trade Association 
(KFTA). They all contribute to 
making Düsseldorf one of 
the leading locations for 
Korean business in Europe. 
Düsseldorf — make it your 
location in the Furopean 
Single Market. 





- DÜSSELDORF S LORD MAYOR 

| VISITS SEOUL JUNE 7-12, 1993: 
IF YOUR COMPANY IS INTERESTED 

| IN MEETING A REPRESENTATIVE, 

PLEASE SEND US A TELEFAX! 


Nice to see you! 


City of Düsseldorf 

Office for City Promotion 
and Economic Development 
Mr. Peter Hahne 
MühlenstraBe 29 

D-4000 Düsseldorf 1 
Federal Republic of Germany 
Fax: 211/8929062 
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SIEMENS 


Don t let brown-outs 
slow down the economy 





Unreliable or inadequate supply of electrical 
energy hampers economic growth and industrial 
development. New and technically more 
advanced power plants must be built to meet 
today's and tomorrow's energy demands, taking 
environmental considerations into account at the 
same time. 


As one of the world's leading suppliers of power 
generation equipment, we are assisting utilities 
throughout the Asia Pacific Region in conducting 
feasibility studies, projecting future requirements 
as well as planning and engineering of new 
power plants. We provide project management 
and turnkey installations including power station 
components for fossil-fired and hydro power 
plants, renewable power facilities, nuclear power 
plants and nuclear waste management. In 
addition, we are involved in upgrading and 
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refurbishing existing generating facilities, thus 
giving new life to ageing plants. 


And once an installation has been completed, our 
service and maintenance specialists conduct 
periodic inspection tests to ensure maximum 
systems availability. 


Siemens (Pte) Ltd Siemens offices in: 
MCS Bangkok, Beijing, 
151 Lorong Chuan Brunei, Hong Kong, 
03-01 New Tech Park Hanoi, Jakarta, Kuala 
Singapore 1955 Lumpur, Manila, 

Tel. (65) 2843911 Seoul, Singapore, 
Fax. (65) 2845733 Taipei and Tokyo 


Converting energy 
into electricity. Siemens. 








AS LONG AS DELIGHTING 
SOMEONE ELSE IS ONE OF YOUR 
GREATEST DELIGHTS ... 











There will always a 
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1990, he had cemented bonds with Peking 
and had entered civilian ventures with 
‘Norinco and other China-based groups. 

- Tsui had also become a darling of the 
Bank of China. He received generous loans 
in the 1980s with which he leveraged him- 
self to the hilt to acquire property. 

=o One example: in 1984, Tsui's Rapid 
Growth company borrowed HK$20 million 
to buy a HK$24 million plot of land in 
Hongkong's Wanchai district. He borrow- 
‘ed HK$80 million a year later to build the 
300-room China Harbour View Hotel on 
the site. In the next five years, he took out 
five mortgages totalling HK$360 million to 
finance other purchases. This May, Tsui 
sold the China Harbour View for HK$620 
million. His partner in the hotel was Silver 





kong. 

Silver City & 
Yazhou Travel Ser- 
vices, a Xinhua unit, 
also bought shares 
in Citybus after Tsui 
acquired the com- 
pany in 1987, City- 
bus, which domi- 
nates bus services 
between Hongkong 
and China and op- 
2rates in London, is 
axpected to be pro- 
‘itable after it takes 
wer 26 franchised 
dongkong routes in 
september. 

Tsui, who was 
orn in China's 
langsu province in 
(941 and fled with 
us family to Hongkong nine years later, 
ised Hongkong's volatility early on to lev- 
rage himself from being just a high school- 
ducated paint-maker's apprentice. 

When the Star Ferry riots in 1967 rocked 
longkong, Tsui spotted a bargain. A 
<owloon landlord offered some flats for 
ale, promising a free car for each unit. Tsui 
laced a down payment for six flats, sold 
he six cars and bought two more flats. The 
narket soon recovered. 

Perceived political instability was on 
sui's side again in 1985, when he pur- 
hased China Paint Manufacturing for 
IK$80 million. Tsui persuaded the owners 
> cash out cheaply because China's de- 
igns on Hongkong were unclear and busi- 
ess could sour. In the next six years, the 
ompany's revenue doubled to HK$306 
iillion and operating profit doubled to 
46 million. Tsui took China Paint pub- 
~in May 1991. 

Eight months later, Tsui surprised fi- 
ancial circles by proposing a HK$567 mil- 
on rights issue to fund China Paint's pur- 
1ase of Citybus and Rediffusion Property. 


Shares | 
listed 








“Not only did he change a paint maker 


into a transport and property company, he 


passed off his own loss-making assets onto 
a public company at a premium,” a Hong- 
kong fund manager says. 

For the purchase, Citybus was valued 
at almost twice its net assets. In November 
1992, Tsui used the same strategy when he 


injected a real-estate project in the Chinese | 


port city of Dalian into China Paint by is- 
suing more shares. 
Investors have taken a dim view of such 
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signed as director of Overseas Industrial in 





BANKING 


Account 
Closed 


Australia's Packer sells 


| Westpac stake at a profit — 


moves. As a result, the company's share | 


price is markedly below the HK$1.60 it gar- - i - 
nered just after it was floated in 1991. It BY Jacqueline Rees in Canberra 
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closed at HK$1.07 on 17 May. 


But Tsui’s injections into China Paint, | 
which was renamed CNT Group in Janu- | 


ary, quadrupled the company’s net assets 


Rights issue | 
announced 





erating profit, to HK$773 million and 
HK5102 million, respectively. 

Tsui has also sewn up some political 
deals that show his influence. For years, he 
was an intermediary for China, working 


instance, Tsui visited London to open a 
Chinese art gallery in the Victoria and 


stay, sources close to Tsui say, he secretly 
met Prime Minister John Major to help 
mediate an end to the Sino-British dispute 
about Hongkong’s new airport. Three 
months later, Major signed a memorandum 
of understanding with Premier Li Peng. 
New China Hongkong now forces Tsui 
to become a more public powerbroker. 
What is next? Privately, Tsui has indicated 
that he wants to be chief executive of the 
Hongkong Special Administrative Region, 
as the colony will be known after Peking 


House, then out with the chamber music 
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all it the business coup of the year- 
to-date. But whose coup, exactly? 
The deal which surprised Austral- 


: , ia/s bankers on 11 May gave each of its 
to HK$932 million in a single year. They | 
also more than doubled turnover and op- 

NE | eee Packer, pocketed a A$100 million (US$70 


principals something to crow about. 
The seller, media magnate Kerry 


million) profit on shares of Westpac Bank 
that he had held for just seven months. The 
buyer, Lend Lease, acquired a banking 
stake that completes its transformation 
from a property developer to a leader in 
financial services. And the target, Westpac, 
was delivered from a corporate predator it 
had fought to resist. 
Australian banking and finance may be 
a winner, too. By approving the deal, the 
government may be setting the scene fora 
relaxation of its policy of preventing merg- 
ers between leading banks and life insur- 
ers. Thus the share sale could mark the 
start of a long-awaited restructuring of the 
financial-services industry. 
Lend Lease bought 140 million Westpac 
shares, or most of Packer’s 10% holding, 


In approving the sale, the government 


_ cleared Lend Lease to acquire up to 15% of 
| the bank — the maximum allowed by law. 
| This would put Lend Lease on equal foot- 
largely in the shadows. In June 1991, for - 


ing with life-insurance giant Australian 


, Mutual Provident, which is currently - 
. Westpac's biggest shareholder. 
Albert Museum, for which he donated - 
£1.25 million (US$2.2 million). During his however, is that Lend Lease also owns a 
; life insurer, Mutual Life & Citizens. Pro- 
_ vided Westpac's major shareholders do not 
_ disintegrate into warring factions, the bank 
_ could emerge as the most dynamic group- 
. ing in Australian financial services. 


The point that most intrigues analysts, 


Lend Lease's management expertise 


, will also help. The bank fell into Packer's 

_ clutches because of huge property losses it 
_ suffered in 1989. In their wake, half the 
_ board and a succession of managing direc- 
_ tors resigned. But a new chairman, indus- 
_ trialist John Uhrig, thwarted Packer's at- 
assumes sovereignty in 1997. If he replaces _ 
Governor Chris Patten in Government j 


tempts to gain control in January. | 
What will Packer do with his money? A 


_ bigger play in the Fairfax newspaper group | 
and in with karaoke. 8B m 


or investments in Asia are likely. 


67 a 





for A$490 million. It also agreed to buya = 
| further 32 million shares from Packer for 
|. AS112 million, subject to agreement by 
. Westpac's board. 
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ECONOMIES 


Hold That Tiger 


China makes a timid attempt to tame inflation 


By Lincoln Kaye in Peking 


ang Shuqing, a school teacher 

who moonlights as a hair 

colourist, is in a quandary. 
Shopping at the Sanlitun Depart- 
mental Market, a general store in 
eastern Peking, she hesitates be- 
tween the household-electronics sec- 
tion and the jewellery counter. 

Appliances like the imported 
television she has been eyeing have 
jumped in price by 13% in the past 
month. But at the jewellery counter, 
crowded with customers eager to 
buy its crudely worked gold orna- 
ments, prices are fixed by the gov- 
ernment at Rmb 120 (US$21.02) a 
gram. 

Which is a better hedge against 
inflation? “I don’t know which way 
to turn,” she moans. 

Neither do her leaders. After more than 
a year of promoting growth and economic 
reform, Peking has finally stepped on the 
brakes, if only lightly. On 15 May, the gov- 
ernment moved to soak up liquidity by 
raising interest rates on one-year bank de- 
posits to 9.18% from 7.56%. Rates on loans 
were raised by a smaller margin, to an 
average of 9.36% from 8.64%. 

Besides the market solution of interest 
rate rises, Peking was also flirting with ad- 
ministrative curbs on over-investment. On 
16 May, it reasserted its veto power over 
local economic-development-zone projects, 
promising to shut down zones that have 
inadequate infrastructure and funding. 
And in a separate decision that will also 
help to apply the monetary brakes, the 
government extended indefinitely the sale 
of this year’s Rmb 30 billion domestic bond 
issue — only 20% of which had been 
placed by the 30 April deadline. 

The measures are unlikely to have 
much immediate impact on inflation, 
which in April reached a 17% annualised 
rate in China's 35 biggest cities. "Interest- 
rate increases [like those announced] might 
seem impressive against the backdrop of a 
developed market economy with a cred- 
ible central bank," says an economist with 
a multi-lateral lending institution. But it 
does not work like that here. 

^What's the People's Bank [the central 
bank] going to do? 'Open-market opera- 
tions' to prop up rates? Cut off reckless 
provincial lenders from funding? Stop fac- 
tories from issuing 20% paper to their own 
employees? Shut down every curb-side 
money changer in China?" 


Looking for an inflation hedge in Canton. 


Without recourse to such levers of con- 
trol, the economist predicts, China will be 
hard-pressed to rein in money-supply 
growth, which last year stood at 30%. In 
1992, after patriarch Deng Xiaoping's hor- 
tatory swing through the booming south, 
GDP growth surged to 13%. The perform- 
ance is likely to be repeated this year, ac- 
cording to government think-tanks. 

Industrial output in April was up 235 
from a year earlier, while fixed-asset invest- 
ment at state enterprises grew by 66% on 
the previous year, to Rmb 97 billion. In- 
vestment in capital construction climbed 
by a like percentage to Rmb 56 billion. 

In the past, Deng's factional opponents 
have used the threat of economic “over- 
heating” to rein in the patriarch’s reformist 
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zeal. Now, with Deng's star politically as- 
cendant, nobody in the Peking leadership 
dares utter the “O” word. 

Acting premier Zhu Rongji, a leading 
reformist, nevertheless conceded to an in- 
ternational audience of ex-heads of govern- 
ment that China faces "a danger of macro- 
economic imbalance." He added 
that “over the past six months, in- 
dustrial growth has been too fast, in- 
vestment has heated up . . . and dis- 
parity between regions in terms of 
economic development has wid- 
ened." 

Unspoken, but implicit in Zhu's 
summary, was a worry that China 
may see a reprise of the 1988 infla- 
tionary spurt that helped spark the 
Tiananmen Square demonstrations 
and subsequent crackdown the fol- 
lowing year. The government has 
even less control now than it did 
then — five years of continuing re- 
forms have freed more prices and 
enhanced the autonomy of localities 
and enterprises. 

Optimists venture to hope that, 
unlike 1988, the current round of in- 
flation may not cut consumers' real 
spending power. They argue that man- 
dated wage increases, combined with 
workers' moonlight earnings from second 
jobs, have enabled total incomes to outpace 
inflation. 

Tang Shuging is not so sure. “If I want 
to take my kid for a haircut on the street, il 
now costs two renminbi, double what il 
was last month,” she says. “Bread is uf 
and so is cooking oil. The price tag on this 
TV has gone up more in a month than my 
wage did all last year." 

As she shuttles between school, home 
and her second job, Tang tries to save 
money by bicycling. But sometimes she i: 
so behind schedule or so tired that she bun 
dles herself, bike and all, into a micro-var 
taxi — a substantial new expense. 

With the extra income from her longs 
hours, Tang and her bus-driver husbanc 
hope to buy amenities like the Japanes: 
TV she has been pricing at Sanlitun. "Th 
newspapers all promised these thing; 
would get cheaper when we got into Gatt, 
she complains. "Now that seems a whil 
off, and in the meantime all the importe 
stuff is getting more expensive." 

Yet with negative real interest rates o 
around 8%, even after the marginal in 
crease in deposit rates, it makes no sense ti 
keep money in the bank. Private bank sav 
ings fell in March for the first time sino 
1988. In the same month, consumer spend 
ing climbed to Rmb 4.5 billion. 

Even so, savings still stand well abov 
US$250 billion at official exchange rate: 
This sum, as well as the nearly equivalen 
amount estimated to be held in cas! 
hoards, adds up to a “caged tiger" waitin, 
to wreak inflationary havoc, a banke 
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warns. That is not Tang Shuging’s imme- C OM PANIES 


Burning Questions 


Thai factory blaze gives investors pause for thought 


diate worry, though. 

Should she buy the TV now, she won- 
ders, before the price increases further? Or 
should she opt for gold? Many Chinese are 
choosing the latter. The World Gold Coun- 
cil, a promotional body, projects this year’s 
Chinese gold demand at 700 tonnes of im- 
ports, a 40% rise on 1992. Most of this de- 
mand is attributable to inflation hedging. 

Or should Tang buy US dollars? “You 
got any you want to change?” she asks a 
reporter. “Nine for one.” But hers is an 
uncompetitive bid; at souvenir stalls just 
outside the Sanlitun emporium, street trad- 
ers openly offer Rmb 9.80 per dollar, com- 
pared with the official rate of Rmb 5.70. 

Likewise, Foreign Exchange Certificates 
(FECs), a kind of internal hard currency 
bought from banks at the same 5.70-per- 
dollar rate, now command a premium of 
66% over the renminbi. A foreign banker 
predicts that FECs will be a thing of the past 
within a couple of months. Such rumours 
have been around before, but this time they 
are sourced directly to an influential Cen- 
tral Committee economist. 

Because savings are flocking into dol- 
lars anyway, the logic goes, Peking may as 
well give them a legal conduit. It has in 
iny case already approved a hard-currency 
nvestment vehicle. This will be China's 
irst domestic issue of foreign-currency 
'onds — to the tune of US$50 million — 


vhich will be floated on a trial basis later | 


his year. If the bonds sell, they may even 
nitigate the embarrassment of the failed 
lomestic bond issue and help bail the gov- 
rnment out of its deficit-finance crunch. 

One analyst suspects Chinese investors 
re not waiting around for such conven- 
ance products. Econometrician Frank 
'unter of Lehigh University in the US be- 
eves that capital flight might account for 
wuch of the discrepancy between China's 
»ported exports to industrialised countries 
nd their stated imports from China. 

This gap amounted to nearly US$30 bil- 
on worldwide in 1990, the last year for 
‘hich Gunter has been able to gather com- 
rehensive figures. Since 1990, the discre- 
ancy is likely to have widened. “Mis-in- 
"icing" — understating exports and over- 
ating imports — would be the mecha- 
sm of choice for such capital transfers. 

A Western consul in a state-enterprise- 
minated industrial backwater of China 
nfirms a recent upsurge in visa applica- 
ms by public-sector managers “eager to 

reunited with their offshore balances.” 

How will this “hot money” respond to 
king’s monetary tightening, a Singapore 
ckbroker wonders. Will it pour back into 
ina, disguised as foreign investment, to 
ike up for credit shortfalls? Or will it 

irry for cover even further offshore, to 

rope and America? Either way, Hong- 

ag and Asian stockmarkets may suffer a 

ind of disinvestment. a 
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By Mark Clifford in Hongkong and 
Paul Handley in Bangkok 


ow many foreign customers of Asian 
factories worry that the region’s 


chief attraction — low-cost labour — 
may one day blow up in their face? A week 
ago, perhaps not many. But the ghastly fire 
which destroyed a toy factory outside 
Bangkok on 10 May, killing nearly 200 
workers, will have changed all that. 

As the blame flew, there were broader 
questions to consider: Where is the line be- 
tween commercial imperatives and risks to 
workers? And how do companies that 
source or make their brand-name goods in 
foreign factories perceive their responsibili- 






ties to those who make their products? 

“If this isn’t a wake-up call, there never 
will be one,” says a senior executive of 
American toy maker Mattel, which buys 
many of its products from contractors in 
China and Thailand. 

“There are moral considerations and 
there are pragmatic considerations,” agrees 
a Hongkong-based executive whose em- 
ployers — a US giftware company — 
source more than US$25 million of pro- 
ducts annually from Asia, mostly China. 

Mattel, though uninvolved in the Thai 
disaster, is one company that has taken the 
message to heart. Prompted by the fire, it 
will review safety at all of its 14 contractors 
in Asia, the executive says. “Anybody who 
says they don’t have safety issues is not 
being diligent about running their factory,” 
he adds. 

In Bangkok, accusations and denials 
flowed freely even as firemen and police 
pulled charred bodies from the plant's 
twisted wreckage. The operators of the 
four-storey building, located in a western 
suburb of the capital, were accused of rou- 
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tinely locking exits to keep workers at their 
benches. Most of the 1,800 employees on 
duty were women — reportedly working 
on contract for less than the legal minimum 
wage. 

Hongkong toy maker Kader Industrial, 
a 40% owner of the factory, denied respon- 
sibility. Its chairman, Kenneth Ting, said 
that although the plant bore the company's 
name, Kader was "a passive investor with 
no management on the ground in Thai- 
land." 

Pilloried by Thai newspapers, Kader 
quickly hired Kroll Associates, a firm of 
investigators, to find out what went wrong 
in Bangkok. Thai fire investigators have 
ruled out Kader's early surmise that the 
fire was started by 
an electrical fault. 
The more likely 
cause is said to be a 
cigarette, carelessly 
discarded near flam- 
mable materials. But 
the more damning 
questions relate to 
the factory's con- 
struction and its 
management's safety 
record. 

Thai investigators 
say the building was 
substandard, which 
is why it collapsed 
before many of the 
workers could flee. And there had been 
plenty of warnings about the fire hazard. 
A blaze at the complex in September 1989 
caused one building to collapse and seri- 
ously damaged two others. A previous fire 
in 1988 had levelled the site. 

Such concerns were among reasons 
why Mattel had rejected placing produc- 
tion at the factory, its senior executive says. 
“I didn't like the discipline . . . I was con- 
cerned about production issues, and I did 
have some concerns about safety, although 
they were not paramount." 

"There are a lot of Kader-like com- 
panies" in Thailand, adds an international 
labour expert, pointing the finger chiefly at 
Taiwanese-run plants. Taiwanese and 
Hongkong investors are notorious for their 
low factory standards, a senior Thai gov- 
ernment official adds, contrasting them 
with South Korean- and Japanese-invested 
companies. "Japanese plants are never over 
one storey," this official says. 

Who had effective control of the plant is 
one of the mysteries still to be resolved. 
The factory was run by Kader Industrial 
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a (Thailand); in addition to the stake held by 


= Kaderin Hongkong, another 40% is owned 


Fine Line 
Like Kader, Charoen Pokphand has de- | p " : . 
t Can Taiwan protect investors without scaring them off? 


by interests affiliated with Thailand’s 
Charoen Pokphand group. Taiwanese in- 
vestors hold the remaining 20%. 


nied any direct involvement in the com- 
pany. In its only official comment, a 


spokesman said it is “definitely, 100%, sure — 
cp is not involved in Kader.” Siam City | 


Bank, meanwhile, refused to comment on - 
reports that Charoen Pokphand guaran- | 


teed loans the bank made to the factory. 


The Charoen Pokphand director most | 


closely linked to the factory is Jaran 


Chiaravanont, a former senior operating : 
executive of the group. Business sources in | 
Bangkok are divided as to whether Jaran’s i 
| very convincing. The Securities and Ex- 
| change Commission (SEC) announced in 
| early May that is was investigating 88 
| individuals for manipulating five issues 
| between October 1991 and September 


involvement with the factory represents a 
direct interest by Charoen Pokphand, 
whose family and corporate interests are 
frequently blurred. 

Jaran has not helped quell the specula- 


the fire and has not issued any statement. — 
1 as a follow-up to the December 1992 


A Charoen Pokphand spokeswoman ini- 
tially said he was involved in Pokphand 
but only marginally in the toy company; a 
day later, she reversed this explanation. 

Whatever the conclusion to these im- 
mediate questions, the fire served to high- 
light working conditions in Asia at a time 
of increased concern in the West about 
where and how low-priced goods are pro- 
duced. One reflection of this was the re- 
cent decision of US jeans maker Levi 
Strauss to phase out its production in 
China. The privately-held company cited 
concerns over human rights. 

In another example, footwear maker 
Nike two months ago forced its suppliers, 
most of whom are in Asia, to sign a wide- 
ranging code of conduct, covering use of 
prison labour, environmental concerns and 
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fused. What is permissible market 
behaviour when the government is 
toying with stiffer regulations but letting 
big share manipulators evade punishment? 
The authorities recently signalled 
stricter enforcement of rules forbidding 
stock ramping, but the warning was not 


tion: he has not appeared in public since | 1992. 


The action was immediately recognised 


| crackdown against kingpin stock-specula- 
tor Lei Po-lung. But it left the market rank- 


and-file worried about how tough the SEC 
would be on small investors suspected of 
acting on “insider information,” a wide- 


| spread but legally ambiguous practice. 


observance of local labour laws. The com- | 
| Kurz, managing director of Baring Securi- 


pany has recently seen its image tarnished 


by a campaign against conditions at some - 
; concerned with eliminating stock manipu- 
| lation than with coming down hard on 


.. of its Indonesian factories. Nike has also 
stepped up its fire-protection policies fol- 


lowing two serious (though non-fatal) fires - 
_ nipulation is both easier to prove than in- 
Labour representatives both in Thailand | 
and abroad are likely to use the disaster to | 
press for higher standards of safety for | 
workers. “The development process is an 
. to walk a very thin line. They want to pro- 
. vide a regulated investment environment 
. while also allowing the free play of market 
. forces. In one of his first official statements, 
. recently appointed SEC chairman Day Linin 
. promised that the commission will main- 
. tain a hands-off policy, but he stressed that 


at its Chinese operations last year. 


important and difficult one," says Neil 
Kearney, general secretary of the Brussels- 
based international Textile Garment and 
Leather Workers’ Federation. "But the 
quest for inward investment and export 
earnings must not be paid for by the blood 
and lives of young women workers." 


Thai investigators have yet to decide - 
what action to take against the factory's | 
Thai managers. Several allegedly fled the — 
scene even as the inferno raged, and some : 
may have left the country. One manager : 


subsequently entered the monkhood, a tra- 
ditional Thai way of doing penance. a 


Indeed, as if to calm them, the SEC an- 
nounced several days later that it had sus- 
pended the investigation. But officials 
warned that they will conduct routine in- 
vestigations into suspected manipulation 
whenever necessary to safeguard the mar- 
ket’s integrity. 

The warning, however, was delivered 
with reassurances that honest investors 


| may continue to play the market as before. 


The implication is that acting on tips will 


. not bring the sec down on anybody. 


So where does the SEC stand? Peter 


ties (Taiwan) in Taipei, believes it is more 


small punters acting on tips: "Share ma- 


sider trading and also more damaging to 
the public welfare. You see manipulation 
every day in a number of stocks." 

SEC and government officials are trying 


the SEC will continue to exercise its proper 
supervisory responsibilities. 

“We won't allow investors to violate 
basic stock exchange norms, because this 
hurts the market mechanism and dimin- 


| ishes the credibility of the market,” ex- 


plains SEC section chief Kuei Hsien-nung. 
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“But the basic principle remains self-regu- 
lation.” 

In Taiwan, however, that has always 
been an illusive ideal. “Just about every 
broker in town is involved in some form of 
underground financing and margin lend- 
ing,” scoffs Danny Chan, managing direc- 
tor of Fidelity Investments (Taiwan). But 
Chan also allows that Day’s appointment 
might bring needed changes. 

“Day is known to be a man who is not 
afraid of doing something, and going after 
manipulators may be the first item on his 
agenda,” Chan says. 

If he does, Day may be better equipped 
than his predecessors. Taiwan's legislature 
is considering a bill that would give the 
SEC meaningful investigatory and police 

wers. 

Ironically, the bill may be blocked by 
lawmakers led by legislator and convicted 
stock-fraud felon Oung Ta-ming, head of 
Hualon Group, which market analysts say 
recently controlled a third of the share: 
traded on Taiwan's stockmarket. Oung 
was sentenced by the Taipei District Cour 
in October 1992 to a three-and-a-half yea 
jail term for a secret stock deal involving 
the family of a former communication: 
minister, Clement Chang. 

His appeal, which could take years, i: 
inching through the courts. Complicating 
the situation is new evidence being giver 
by Chang and his daughter, the two o 
whom abruptly left Taiwan just befor 
the District Court heard Oung's case i! 
1992 but have returned to testify. Eve! 
when his appeals are exhausted, it is possi 
ble that Oung, perhaps by virtue of his ste 
tus as a legislator, will find a way to corr 
mute any jail term into an insignificant cas 
fine. | 

The wheels of justice are turnin 
equally slowly in the prosecution of ma: 
ter stock-manipulator Lei Po-lung, wit 
whom the 88 individuals named in the SE 
complaint are alleged to have connection 
Their testimony will have to be considere 
and the opportunities for appeal and con 
mutation of jail terms may also be avai 
able to Lei. 

All of this makes the SEC's efforts ! 
maintain investor interest in the mark 
while foiling manipulators even more di 
ficult. If Day can somehow finesse this, | 
will be more popular than the Kitchen Gc 
that adorns many Chinese homes. If ! 
cannot, Taiwan's equities market will pro 
ably continue as always — loose regul 
tions and winks for manipulators and i 
side traders. 
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PHILIPPINES 


Threat to Loan 


The World Bank will 
withdraw the unused US$400 
million of its US$900 million 
Financial Sector Adjustment 
Loan if a restructuring plan for 
the central bank is not 
approved in this session of 
Congress, a World Bank 
official said. Release of the 
funds has been delayed since 
1991 by the government's 
failure to reform the bank. 
Congress' current session ends 
on 4 June. 


First Pacific Eyes Smart 
First Pacific Group said on 17 
May it will take a "significant 
equity interest" in a new 
Philippine company, Smart 
Information Technologies, 
which will operate a 
nationwide cellular telephone 
system. The government 
granted Smart provisional 
iuthority on 17 May to operate 
he system. First Pacific is an 
ndonesian-owned group 

ased in Hongkong. 


hung is arraigned. 


iOUTH KOREA 
hung in Court 


yundai group honorary 
airman Chung Ju Yung was 
raigned in Seoul district 

urt on 17 May on charges of 
egally diverting Won 50 
llion (US$63 million) in 
yundai funds to his 1992 
esidential campaign. Chung 
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denies the charges but admits 
asking Hyundai executives to 
aid his campaign. The case 
was adjourned until June. 





JAPAN 
US Court Cuts Levy 


The US Court of International 
Trade rejected on 14 May a 
Clinton administration petition 
to levy a 25% tariff on two- 
door Japanese recreational 
vehicles. The court said tariffs 
on Nissan Motor's Pathfinder 
should equal the 2.5% rate 
imposed on passenger cars. It 
also ordered the US Treasury 
to refund US$20 million in 
tariffs paid by Japan's 
Marubeni, which imports the 
Pathfinder in the US. 


Emergency Budget Passes 


The cabinet approved on 14 
May the government's ¥2.2 
trillion (USS20 billion) 
contribution to a Y132 trillion 
stimulus programme 
announced in April. The 
remainder will come from the 
national postal-savings system, 
government pension funds, 
local governments and new 
construction bonds. Parliament 
is expected to approve the full 
plan during its current session, 
marking the first passage of an 
emergency spending plan 
alongside the regular annual 
budget. 


MALAYSIA 

Berjaya Sells MUI Stake 
Berjaya Group sold its 30.8% 
stake in Malayan United 
Industries (MUI) to 
unidentified buyers for 
M$550.2 million (US$214 
million). The sale, which ends 
one of the longest takeover 


- battles in local historv, was 


announced on 18 May. Two 
Berjaya units said they had 
sold 189.8 million MUI shares 
on the open market and by 
private placements at an 
average price of M$2.90 each, 
reaping a profit of M$30 
million. 


Me Mn 


Shanghai Airlines buys Boeing planes. 


Petronas-Conoco Pact 


State oil company Petronas 
signed a preliminary 
agreement with America’s 
Conoco on 17 May to build a 
US$2 billion refinery in 
Malacca. The 100,000-barrel-a- 
day facility will handle so- 
called sour crude from the 
Middle East. Since the project 
was mooted in 1990, two tie- 
ups between Petronas and 
foreign firms have unravelled. 





INDIA 
World Bank Loan 


The World Bank cleared a 
US$1.2 billion loan to help 
build power plants in India, 
but attached conditions. 
Among them is a requirement 
that families displaced by 
power projects be resettled. If 
the loan goes ahead, it will be 
the first by the World Bank to 
India’s electricity authority for 
six years, following a hiatus 
prompted by payment defaults 
in the power sector. 


CHINA 
Boeing Aircraft Order 


Shanghai Airlines ordered 
Boeing 767-300 aircraft worth 
US$450 million, bringing 
China’s aviation purchases 
from the US in the past month 
to nearly US$1.5 billion. The 
orders are seen as part of a 
campaign by Peking to win 
extension of China’s most 
favoured nation trading status 
with the US. Separately, 
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Peking said it will cancel a 
major joint venture with US 
telecoms giant AT&T if the US 
attaches conditions to its trade 
Status. 


Tumen Agreement 

China, Russia and North 
Korea agreed in principle to 
lease out land for a 20-year, 
US$30 billion port and 
industrial project along the 
Tumen River. UN officials said 
the land, which straddles all 
three countries, would be 
managed by an independent, 
international corporation. 


World computer 
1992 (US$ billion) 


Mainframes 
BM eT E 
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Commodities 
. Previous 3months Year 
Latest sale to 17 May Latest week ago ago 














| Copper New York £3) | 
Current delivery (May) 79.20 76.95 99.25 190.40 






Kuala Lumpur (1) 















/ Rubber Kuala Lumpur (8) 
Current delivery {dune} 209.50 210.00 23700 248.00 
duly delivery | 209.50 






Paim Oil Kuala Lumpur (4) 
Current delivery (June) 877.00 896.00 1,067.00 896.00 


Aug. delivery | 861.00 












Pepper per Singapore (9) 
Sarawak Asta bik 100% 18000 16000 18250 — 16250 






u^ Uu ; 167 " z 
| Geim APRES RIO eee ae | Communist China US$-Rmb 5.729 HK$=Rmb 0.74105 Laos US$=Kip 720.00 
ize — Chicago (5) countries: Vietnam US$-Dong 10,550.00 Cambodia USS-Riel 3,500.00 
ee ery (May) — " 221.60 21240 — 259.00 Other: Commonwealth of independent States (former Soviet Union) US$=Rouble 850.00 
Aa nA MN - SDR1-US$1.41402 ECUI-US$1.21 S$1-M$1.5901 


*Official rate ¢Middie rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 
























o o oe : m" , 
ai © e0240 60540 56700 61000 Currency Deposit and Bond Yields 
July dei 602.20 
mde i ev p PN Re Eurocurrency and Asian currency unit deposit rates (%} 
^ es 1 3 6 12 10 year govt 
17 May bonds yield 







offee New York (3) 

Current delivery (May) 58.40 59.15 65.00 65.00 
July delivery 59.15 

dE esc: — Swiss Fr. 





(1) MS akg (2) US$ an oz (3) USc alb (4) M$ a tonne (5) USC a 60 Ib bushel SS ECU 
(6) USc a 56 ib bushel (7) US$ a tonne (8) PSS1, Me akg (9) S$a 100 kg (10) US$ a barrel 
i11: BWD, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation tOffered rate Source: Telerate, Salomon Brothers 
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International Reserves (5) MM g mE | 
Latest US$9.31b (Feb) US$46.29b (Sept) US$28.9b (Dec 97) US$5.56b (Feb) U8$10.88b (Jan! US$72.14b (Feb! US$19.44b (Nov) 


Year earlier US$13.60b US$40.92b n.a. US$4 25b US$9.50b US$71.16b U5$10.22b 





(J5$28.58b US$5.06b US$9.31b/8) US$87.16b  US$10.31b 
45.4 46.9 4.1 23 8.0 
+16.4 +22.2 434.2 45.9 +23.7 


Exports (6) . 

Latest 3 months US$10.65b 
% change previous 3 months +0.6 

% change year earlier -0 









Consumer Prices | 
Base Jul 89-Jun 90-100 Feb 1992-100 Oct 89-Sept 90-100/2; 1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
Latest 3 months index average 107.4 (Jul Sept) 110.8(7 1) (Feb) 132.1 (Jan-Mari 243.7 (Sept-Nov) 141.6 (Jan-Mar) 105.4 (Dec-Febi 111.7 (Dec-Feb) 


% change previous 3 months «0.1 n.a. 42.6 


#15 454 0.1 +11 
% change year earlier 0.8 41068 :8.8 49.3 492 | u Bi, mM +46 
















B vue eiui. cu t Viso 
MF definition of reserves minus gold except for Singapc 





(1) Official and other estimates of GDP (GNP in China & Japan for fiscal year) e Consumer Price Index A i ) M2 or currency plus bank deposits (4: To March ($) 
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T welve of Japan’s 14 largest brokerages 
Co M said it with red ink: the fiscal year 
- ended on 31 March was one they would 
rather forget. Only Nomura and Nikko 
-—- eked out a profit in the year. The rest could 
^ not even manage to dress up their books 
despite a last-minute surge in the Nikkei 
stock average and much heavier trading 
^^ volumes on the Tokyo Stock Exchange be- 
fore the end of the year. 
A All aver brighter days ahead. In a dis- 
^« play of unanimity, the 14 brokerages said 
^... on 18 May that they expected the average 
^: daily-trading volume on the stock ex- 
.. change in the current fiscal year to be ¥450 
billion (US$4.1 billion), up from the 1250 
-.. billion average in the second half of last 
«o; year. Combined with cost-cutting, they 
said, higher commission income should 
— place the gang back happily in the black. 

Investors have bought the line unques- 
tioningly. Take Yamaichi Securities, the 
worst performer of the Big Four securities 
companies in the past fiscal year with a 
loss of ¥44.7 billion. Its stock price, cur- 
rently at the Y860 level, has doubled since 
August 1992. 

The share price of second-tier broker- 
age Yamatane Securities, which followed 
three straight years of losses with one in 
the past fiscal year of ¥9.4 billion, has gone 
one better. Wishful thoughts by investors 
have translated into a 120% increase in the 

-. company’s share price. This is not bad for 
^ a securities house whose top 14 employees 

were axed on 18 May at the behest of its 
. main bank. 
/ The performance is warranted to some 
“extent. In comparison with banks in Japan, 
“securities companies have been aggressive 
. about putting their houses in order. Still, 
-the euphoria should not be carried much 
further, despite the fact that the share prices 
- of brokerages are far below their 1989 peaks. 
.. The cost-cutting efforts are dwarfed by 
a 75% drop in the commissions that most 
^ securities companies depend on for most 
of their revenue. And despite the jump in 
trading volume on the Tokyo Stock Ex- 
. change in the past six weeks, Shroff notes 
- some structural changes that might play 
< havoc with the assumption of a return to 
-. "broad-brush profitability. 

The excess liquidity that drove huge 
sums into the stockmarket in the late 1980s 
has dried up. Institutional investors are 
winding down their fokkin stock funds, 
used to reap capital gains in the halcyon 
years, while the eigyo tokkin, or institutional 

































“BUSINESS 


Big Four Close Ranks 





Year to March 
NE 1992 M1993 


discretionary funds handled by securities 
houses, have all but disappeared. That is a 
pity from the brokerages' point of view, as 
the churning of client accounts was the 
source of much of their lucre in the late 
1980s. 

There is also a question of contingent 
liabilities. Securities companies have a 
wealth of ailing non-bank and real-estate 
company affiliates facing big problems. 
And that is not to mention potential tobashi 
losses, such as those faced by Daiwa Secu- 
rities and several smaller brokerages last 
year. Tobashi was the widespread practice 
of guaranteeing a client against losses. 
These cases usually come to light when a 
client squawks, not during routine ac- 
count-squaring. 

In addition, the competitive picture has 
changed. A secular reduction in the return 
on assets for brokerages, under way since 
1986, will be hastened further by the entry 
into the market last month of new securi- 
ties affiliates owned by long-term credit 
banks, trust banks and the Norinchukin 
Bank. Some foreign companies, particu- 
larly hard-hearted companies such as Mor- 
gan Stanley and Salomon Brothers of the 
US, are also giving their Japanese competi- 
tion a greater run for the money. 

Top performers such as Nomura have 
seen all of this reflected in their share 
prices, which have lagged in the current 
rally. This is ironic given their superior 
profitability, even at the horrendous daily 
turnover rate of Y200-300 billion. Shroff be- 
lieves that those securities companies that 
have soared the highest have the least- 
promising future to trade upon, even when 
their change of ownership is formalised. 

Remember, bankers do not usually 
make good brokers. Take profits now be- 
fore it is too late. 
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SINGAPORE 


Out the Door 


he resignation of top staff at Morgan 

Grenfell Asia shows how difficult it is 
to contain talented people within an in- 
vestment bank. And it highlights a trend: 
executives in high-growth Asia are going 
to find it increasingly difficult taking or- 
ders from superiors stuck in slower- 
moving centres such as London and New 
York. 

In Morgan Grenfell's case, the Asian 
operations accounted for 9.4% of the 
group's 1992 pre-tax profit of £80 million 
(US$140 million), but only 2% of total 
assets of £97 billion. Actually, on the basis 
of net assets, the contrast is less stark: Asia 
comprises 7.7% of the total. 

But the essential point is that Singapore 
based managing director Hsieh Fu Hwe 
wanted more recognition — and money — 
for the relatively greater success of hi: 
outfit, which manages stockbrokerages it 
Hongkong, Kuala Lumpur and Bangkok 
as well as Singapore. The word is that th 
London headquarters rejected a proposa 
by Hsieh to float a portion of Morgar 
Grenfell Asia on the Singapore stockmar 





"ket. 


In the words of a Singapore analyst 
"They wanted to own a piece of the actior 
rather than just getting paid salaries fo 
being good managers." 

But the idea, it seems, was too much fo 
London to stomach. "If we were to reduc 
our holdings in our securities arm, w 
would end up with a financial respons 
bility for a business in which we woul 
only have a minority interest," says Lor 
don-based chairman John Craven. 

One answer being considered is that th 
ultimate parent, Deutsche Bank, Germ: 
ny's largest commercial lender, will tak 
over the overall guidance of Morga 
Grenfell Asia from its immediate superio 
in London. This makes little sense for a gk 
bal investment bank, but supposedly buy 
some time until a more permanent soh 
tion can be found. 

It is hard to see what workable idt 
they can come up with. Investment ban 
ing requires technical skills and good bu: 
ness relationships, both of which Hsieh 
Co. had aplenty. Morgan Grenfell Asia w 
the only foreign investment bank given 
piece of the underwriting of Singapo 
Telecom's flotation later this year. 

Once the requisite ties and techniqu 
are acquired, the brand name can be d 
pensed with — if new backers with de 
pockets are found. u N. Balakrishn 
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(incorporated with limited l liabi ity in the Republic of Indonesia) | 


. Global Offering 
5,533,520 Common Shares | 7 
(Rp. 1,000 par value) - | o 
and the obligation to purchase up b ti i 2^ E Ac a Idi tic mal 
2,466,480 Common Shares | 
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C—O ERES 


ECONOMIST, ASIA 


(excluding Japan) 


Merrill Lynch invites applications 
for the position of Economist, 
Asia to be based in its regional 
economics office in Singapore. 
The work will involve interpreting, 
analyzing and forecasting macro- 


economic data and information for the major Asian 
economies, outside of Japan. Identifying broad regional 
macro-economic themes and trends in the Asia Pacific 
region will be another key aspect of the job. 


Only candidates, probably aged above 28 years and 
meeting the following critería, need apply: 


e A post-graduate degree in Economics from a 
reputable university. 

e 3-5 years of work experience directly related to the 
Asian economies with either a multinational financial 
institution or an accounting/consutting firm. 

e Proven report writing skills. 

e Fluency in one or more of the major Asian languages, 
preferably Mandarin. 

* Ability to work with spreadsheets and knowledge 
of computer software like WordPerfect, Microsoft 


Word, etc. 


« Willingness to work long hours and an ability to meet 


tight deadlines. 


Compensation is negotiable and will be commensurate 





with experience and qualifications. 


Please apply within the next week, enclosing samples 
of your written work to 

The Chief Economist, Asia Pacific Region, Merrill Lynch, 
2 Raffles Link, Level 3 Marina Bayfront, Singapore 0103. 


Alternatively, please send your particulars by fax to 


65-3313750. 



















| DEGREE COURSES 
Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Aaster's and Doctorate programmes 
jn Computer Science, Economics, 
Education, Engineering, International 
iw, Languages, Sciences, etc. 
nightsbridge University, Dept. 
ERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 
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REVIEW 
CLASSIFIED 
ADVERTISEMENTS 


Standard Units: 


1/4 (v) page (230 x 41 mm) US$1,771 


1/4 (h) page (120 x 88 mm) US$1,848 





12 (v) page (230 x 88 mm) 983,542 








i 4/2 (h) page ( 120x 183 mm) US$3,696 


| Ful page 20x 18 mm) UST 04 
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MAURITIUS 
A SOPHISTICATED 
OFFSHORE FINANCIAL CENTRE = 


Enquiries are invited from professional 
practitioners and international 
organisations interested in Mauritius’s 
modern offshore company, trust and 
insurance laws providing a Zero Tax 
regime for: 


@ Offshore Banks 
 & Banking 


Wi Exempt Companies 
Annual Fees US$ 250 


Bi Captive Insurance BJ Ship Registration 


B Access to EC and W Asset Protection 
PTA Trusts 


W Fund Management Bl Freeport 


Companies 

Bl Ordinary BW Secrecy and 
Companies Annual Confidentiality 
Fees US$ 1,500 provided by Law 


BE Tax Treaty Network with UK India, 
Germany. Malaysia, etc 

Write, fax or telephone 

. Sunil Banymandhub £s ACA Mic (Boii 85: Enp, 

Managing Director for à 

complimentary explanatory memorandum 

or an exploratory discussion. 


E INTERNATIONAL 

MANAGEMENT 
(MAURITIUS) LIMITED 

| Les Cascades Building, 5th Floor, 

Edith Cavell Street, 

Port Louis, 

Republic of Mauritius 

Telephone: (230) 212 9800 

Facsimile: (230) 212 9833 


pium 
TL th 





TY iit | Ame 


To place your 
classified ad, 
fax: Hong Kong 
(852) 5031537 
or call: 


Hong Kong 5084473 
2203720 
32700251 
3913112 
3639736 
5736611 
7677390 © 


Singapore 
Tokyo 
Bangkok 
Sydney 
Jakarta 
Taipei 


Manila 8273930 
Seoul 2530832 
London 3340008 


New York 
Auckland 


8086618 
4130561 


When you need important informa- 
tion, you invariably want it fast and 


. accurate. The Review Index enables 


rapid access to the most respected Asia- 


. Pacific information source: The Far 
- Eastern Economic Review. Everything 
| published during the preceding quar- 


ter, by country, subject and date is 
detailed in the Review Index. 


This essential research tool is also available as a cumu- 


lative annual edition. End hours of needless searching. 
Subscribe now and receive your Review Index four 
times per year, including the cumulative annual at USS59 
per annum, or the cumulative annual alone for US$43 per 


annum. 





PFarlasternlcononic B 


A Dow Jones Publication 








CLASSIFIED ADVERTISEMENTS 





A vital 
Communications 
tool for China 





| Just Released 





E Ow you can 
| N have the China 
' Fax and Telex 


Directory, the only 
| directory of its kind 
| available in the market. 


| China Fax & Telex 
Directory is a vital 
communications tool for 
all China traders. 
Compiled from our own 
database, it provides the 
most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 


1. Alphabetically listed 

2. Industries Geographically listed 
3. Numerically listed — Fax 

4, Numerically listed — Telex 


You can get this extremely useful book by simply completing the 
order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


Mail or fax to: The China Phone Book Co., Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: 803 1826 Tel: 508 4300 


Please rush me copy/copies of the China Fax and Telex Directory 
1993 as indicated: 


Address: — 1. 
Country _ wem 
— China Fax & Telex Directory 1993 
Price: Hong Kong — HK$190 + HK$25 for postage & packing 
Elsewhere — USSI (including airmail postage & packing) 
No. of copies 


: Soy prefer to charge 

Po... (tick one}: 
E MasterCard 2 
A Card No: /— — „Expiry Date: 
— 0 Signature: 



















The United Nations Development Programme, 
through its network of 24 country officesin the _ 
Asia and Pacific region, serves as the central plan- 
ning, funding and coordinating agency of the 
United Nations system for development assis- 
tance. Working through UNDP's in-country repre- 
sentatives, the Regional Director is responsibie in 
partnership with governments, in planning and 
promoting human development through UNDP 
country and regional programmes consistent with 
national priorities and regional and global socio- 
economic concerns. 


UNDP seeks a Director from the Asia and Pacific 
region with at least twenty years of regionally- 
focused socio-economic experience, with both 
public and private sector exposure. The successful 
candidate will be expected to bring to UNDP an 
energetic and creative combination of leading- 
edge development thinking and management 
experience. Demonstrated ability for dynamic 
and effective leadership within the development 
community of Asia and Pacific is a must. Strong 
communication and negotiation skills as well as an 
operational, hands-on approach and capability 
are required. Familiarity with the UN system is an 
asset. A deep commitment to enhancement of 
the human condition through sustainable devel- 
opment, inclusive of capacity building, as well as 
an ability for working with Colleagues of diverse 
national and cultural backgrounds are essential. 
Finally, acceptance of the principles of the UN 
Charter is a prerequisite. 


The Regional Director is a member of UNDP's glob- 
ai management team and reports directly to the 
UNDP Administrator. 


UNDP encourages applications fom women 
candidates. 


The position is based at UNDP's HQ in New York 
City and is at the United Nations Assistant- 
secretary-General level. The salary range is from 
$100,000 to $113,000 with an additional benefits 
package. x 


Resumes should be received by 15 June 1993. 
Please send to the Director, Division of Personnel, 
UNDP, One UN Plaza, New York, NY 10017. 





UNITED NATIONS DEVELOPMENT PROGRAMME 
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Europe at your doorstep. 
Cathay Pacific now flies the most non-stops 


from Hong Kong to Europe. 


= 
——————— 
- æ eee 
_——e- — 
— 
— 

— 
-m 

(0 -oo 
———À 
NL 
= 
eel 
c— — 
a 
A—— 
=- =a 
-= -— — oe 
eee 
eee 
-n 
ae 

^ 


xw C 
P 


uui 


T3 i 








d ' - ^ - Sa > - Le- - y 24 
"n v 1 ! ù wm í Ti , 2 - ` " " 
à . [ AF, b 
M » - eur. v i E — » . 
. 1 >a g * - M s - 
» , i p4 
P a 7 t , . P . iw ^ 
E . 
» t , 
" . 
‘ . 
7 
















The 
. Swire 
Group 
i 
| 
| 
| 
| 
| 
N 
S 
~~ 
» 
v 
' a! 4 
CATHAY F 
PACIFIC 4&& 
NON-STOP 35 
From Hong Kong, the hub 









of Asia, Cathay Pacific 
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smoking flight from Hong Kong 


A888 A243AAAJ l 
sep Srey to London Heathrow and back. 
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Now, with even more flights and 
convenient early morning arrivals, 
we stop at nothing to ensure you 

arrive in Europe in better shape to do 
business. Call your local Cathay Pacific 
reservations office for full details of 


our new European summer schedules. 


E d 
CATHAY PACIF^ 


Arrive in better shape. 





JW Marriott Hotel Hong Kong 


introduces its own 


RATES OF EXCHANGE 


which moves you up one room 
category, while you 
pay the lower daily room rate.” 


Book and pay for this... 


but stay in this room. 


Superior Room HK$1,650 ——* Mountain View HK$1,750 


*Harbor View or 
Mountain View HK$1,750. —— Mountain View 
Executive Floors HK$2,050 
een van — : View ra^ 
Executive Floors HK$2,050 Executive Floors HK$2,350 
Harbor View One Bedroom Suite 


Executive Floors HK$2,350 HK$3,000 


* Applies to a minimum 2-might stay; rates subject to change. 
Add a 10% service charge and a 5% government tax to all rates. 


Plus, you'll receive 
the following dividends... 


* roundtrip airport limousine transfers 


* daily buffet breakfast 


* late check-out upon request 
* no charge for local calls 


* up to two suits/dresses drycleaned 
during your stay 


* and much more... 


JW MARRIOTT HOTEL. 


HONG KONG 


Marriott reservations in Asia Pacific: 

JW Marriott Hotel Hong Kong (852) 810 8366, 
Bangkok (66) 2-251-0485, 
Jakarta (62) 21-571-1710, 
Kuala Lumpur (60) 3-291-8584, 
Singapore (65) 334-6216, 
Sydney Toll Free 008-251259, 
Tokyo (81) 3-3215-7285. 


JW Marriott Hotel Hong Kong, Pacific Place, 
88 Queensway, Hong Kong Island, Hong Kong 
Tel: (852) 810 8366, Fax: (852) 845 0737, 
Telex: 66899 MARTT HX 





LETTERS 





Letters intended for publication must inclua 
the writer's name and address. All letters ai 
subject to editing for length. 





Motivating Factors 

Nayan Chanda’s 6 May article [Research 
and Destroy] on the Russian document 
dealing with American prisoners of war 
(POWs) is strong, professional and ex- 
tremely interesting. But there is one 
question Chanda did not investigate in 
depth. 

It may be that in 1972 the Soviets 
needed to know the status of the Ameri- 
cans captured by the Vietnamese. The US 
may have asked the Soviets for the in- 
formation. And Hanoi decided to give 
them wrong information. On 7 May 1972, 
then president Richard Nixon ordered the 
blockading and mining of all Vietnamese 
ports and increased air and naval bom- 
bardments against military targets in North 
Vietnam. Still the summit between presi- 
dent Nixon and Soviet leader Leonid 
Brezhnev went forward in Moscow on 20 
May as though nothing had happened. 
This made the Vietnamese furious with 
their Soviet ally. Hanoi thus had good rea- 
son to suspect Soviet motives in asking for 
information on American POWSs. 

To induce the Soviets to believe that 
they were getting good information, Hanoi 
may have told them the document was 
prepared for its Politburo. That explains 
why the Moscow document is authentic 
and contains lots of inaccuracies. 

TRAN BINH NAM 
Van Nuys, California 


It Still Ain't Over 
Regarding your 22 April piece Unruly Di- 
vide [SHROFF] quoting the late Yogi Berra 
(“It ain't over till it's over"): Yogi Berra is a 
retired baseball manager. Fortunately he is 

not a late one. 

HEATH B. McLENDON 
Senior Executive Vice-President 
Shearson Lehmen Brothers 
New York 


A Bad Constitution 

Frank Ching's 1 April column [Chinese 
Party Zig-Zags Spur Constitutional 
Changes, EYE ON ASIA] starts from a 
flawed premise that, inadvertently, betrays 
his uncritical adherence to anything and 
everything “Western.” Ching says "China 
still does not have a constitution in the 
Western sense of the word." Why should 
it? 

Also, what exactly is such a constitu- 
tion? The United Kingdom, for example, 
hasn't got a written constitution of any 
kind. Between the 14th and 17th centuries, 
huge tracts of public land in the Kingdom 
was transformed into private properties by 
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powerful individuals who, by altering th 
non-existing constitution ("zig-zagging" 
became very powerful landowners ove 
night. Laws and decrees were chopped an 
changed. In comparison the Chines 
Communist Party's “zig-zagging” th: 
Ching complains about is kindergarte 
stuff. 

A. R. T. KEMASAN 

Lonac 

Cashing In 
Please refer to the recent report publishe 
in your 6 May issue [Duty Bound, INTE! 
LIGENCE] that "the Singapore Governmer 
is believed to be considering imposin 
duties on good bought by Singaporeans i 
Malaysia when a 3% goods and service 
tax comes into effect in April 1994." 

It is not true that the Singapore Goverr 
ment is considering imposing addition: 
duties on goods bought by Singaporear 
in Malaysia when the 3% Goods and Se 
vices Tax (GST) comes into effect in Apr 
1994. The current practice of imposing dut 
only on selected items like tobacco an 
alcohol will continue. Other consume 
items will be allowed in duty free as is nov 
the case. 

All bona fide travellers entering Singe 
pore will be allowed to bring in a reasor 
able amount of goods for their own us 
without having to pay GST. The value c 
goods which each person can bring int 
Singapore free of GST will be announced ¢ 
a later date. The amount will be generou: 
Singaporeans returning from visits to Jc 
hor Baru should therefore not face an 
problems unless they are importing larg 
quantities. 

JENNIFER SEA 

Senior Revenue Officer (Taxatior 
for Permanent Secreta! 

Ministry of Financ 

Revenue Divisio 


Singapor 


Out of India 


Reading the letters section of your 6 Ma 
issue, | was astonished to find myself in i 
charged with a dislike of India. 

I did not much care for Jonah Blank 
book; he did not care for my review of i 
Fair enough. But for him to assume that 
did not like his book because I do not lik 
India is absurd. Permit me to reply by say 
ing that I have travelled in India exter 
sively and for many weeks at a time. De 
spite its problems, I have never left it with 
out a yearning to go back. 

ELEANOR N. SCHWART 
New Yor 
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Now It’s America, Inc. 


Clinton seeks managed trade with Japan 





mentator William F. Buckley, Jr, quipped that he 


A Imost three decades after the American political com- 
would rather be governed by the first 100 names in 


the Boston telephone directory than the Harvard faculty, | 


the Clinton administration is bearing him out. The new 


a m astern Economic 





EDITORIAL 


White House boasts within its ranks an extraordinary pro- | 
portion of bright young things: Rhodes Scholars, Harvard - 
grads, old Oxford chums and so on. Lawyers are every- | 


where, from the First Couple down to the point man on 


, beyond even their control. - 
trade, Mickey Kantor. And all are united by the idea that _ 


there's no earthly problem that government, particularly a | 


government made up of themselves, cannot solve. 


Right now the "problem" on their radar screen is the US | 


trade deficit, especially with Japan. The trade deficit is con- 
stantly invoked as a very bad thing indeed, though so far as B 
we can see all it really means is that America has a net | 9m 


capital inflow. In the era of a global economy, trade-deficit 


figures obscure more than they reveal. Is a Honda built in ^ Wes 
| power plant in Bataan, Philippine President Fidel Ramos 


Ohio an American or a Japanese car? We would not dare 
guess, and if we did we would not know what the answer 
meant. Yet Mr Kantor and others in the Clinton administra- 
tion evidently thir 












E: 


-they know, or at least could figure it | 





push the world towards greater free trade. Now Washing- | 
ton threatens to diminish. US claims to pre-eminence by. 
ie to C hy- dm ieu ‘Someone: also | 










hey are, they will soon figure out ‘that so 


Lights Outc on Litigation 
Philippines loses — again 


ome folks just can't leave bad enough alone. When a 
US jury cleared Westinghouse of charges that it bribed 
Ferdinand Marcos to win a contract to build a nuclear- 








was quick to respond. "In the end, no matter how costly 
and no matter how long, Westinghouse and [engineering 
firm] Burns & Roe will be made to account for their actions," 


| he said. Would the last lawyer left standing please turn out 


out if they simp their minds to it. | 
This thinking ed to the latest Clinton proposal being | 

bruited about: iust cut its trade deficit by 50% over - 

three years — or else! This comes on top of snubs to Prime 








Minister Kiichi Miyaz: 
. Clinton folk such as Deputy Commerce Secretary designate 
John Rollwagen. Leave aside that no serious economist 
thinks it possible for Japan halve its deficit. This threat from 
the US has, oddly enough, left it to Japan to make the 
rhetorical case against managed trade — the setting of spe- 
cific numerical targets in various industries for designated 
markets. This promises a role-reversing Group of Seven eco- 
nomic summit scheduled for July in Tokyo. If those free- 
trading Japanese try to reaffirm the summit's (previously 
non-controversial) endorsement of open trading, expect 
objections from the protectionist Americans. 

Now, Japan is hardly an innocent party. The country has 
long practised, with somewhat greater subtlety, precisely 
the managed trade that Mr Clinton now espouses. And it is 
not only Americans who find themselves frustrated: Japan- 
ese barriers help keep out everything from Australian beef 
and Thai rice to Philippine fruit and Korean electronics. 
Everyone suffers the corresponding distortions for the world 
economy, but the Japanese consumer suffers most of all, 
forced to pay artificially high prices for virtually all com- 
 modities. 

— For very smart people, the Clinton crowd has not yet 

- figured out the heavy responsibilities of leadership or the 


- impossibility of even a market leader dictating to markets. It | 


the lights — if they happen to be on? 
Mr Ramos plans to hound Westinghouse in other venues 


yi: | aslong as he can, but we doubt Mr Ramos' countrymen will 
awa and talk of “economic war" from | 


take much assurance from this news, not to mention would- 


| be foreign investors. True, the Bataan saga is not a happy 
_ one. The US$2.3 billion plant, completed in 1985, remains 


= strong leadership after World War II from the US to | 
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„suade foreign investors to put their money in. the Pl 


_ the largest chunk of the Philippines’ foreign debt, costing 
Filipinos USS: 
; But whatever Westinghouse 
_ was the Aquino governmer 
| megawatt plant in what loo 
. sion. And it was the Aquir 





00,000 each day in interest payments alone. 
ay. or may not have done, it 
| decided to close the 600- 
be a highly political deci- 
dministration, of which Mr 
Ramos was a leading figure, that did so without providing = 
any alternative. sources ot power. Hence today’s crippling | 
power outages. - 
Westinghroiise an nila last year reached a settlement 
that would have finally brought the plant on-line. But it 
was scuttled by a Philippine Congress that hoped the- 
courts would award a windfall instead. As usual, only th 
lawyers got rich. Local press reports say that the costs of | 
all the litigation involving the plant add up to US$56 mil- 
lion — with about half going to lawyers. Yet even had the 
Philippines won its case and covered its costs, it would | 
have done nothing to mitigate the eight-to-ten-hour daily 
brownouts. Nor is a president vowing vengeance for a jury - 
decision he didn't like the sort of spectacle that will pero 
dip 
pines. It looks as though somewhere in Malacanang there 
is still a blown fuse. 
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a chapter of its own. 


The Beatles sang ‘Get Back’ 7d 


on a London rooftop, there was 
a vibrant new President in the 
White House, and the eves of 


the world were turned skywards 


as Neil Armstrong prepared to 


set foot on the Moon. 


Away from the public gaze, 
a different band of pioneers - 
was preparing to i into the - 


unknown. 






tion was not a Sea 


far from it. 


Fifteen. metre waves and z5 


hurricane force. winds 





gas three kilometres below. 
History records that both 
sets of men accomplished their 


missions. For the crew of the 







spaceship Apollo, their adven- 
—. tures were largely over. — 

x _ For the oilmen they had just 
| begun. 1 In ENON 1970, BP 


the lot of the early North Sea 


- explorers, searching for oil and - 








duly announced the discovery 
of their huge ‘Forties’ field. 
Hardly a single day has passed 
since without an act of sacrifice 
or courage on their part. 

Giant platforms, taller than 
Big Ben, have been engineered 
and positioned in the teeth of 
storms. 

Pipelines have been laid for 


hundreds of kilometres beneath 


| the waves. 


And of course, new dis- 
coveries made: the ‘M’ fields, off 
England's North East coast were 
discovered by BP just last year. 

The Beatles never sang 
together again, Richard Nixon 
turned out to be, well, Richard 
Nixon and no astronauts have 


exceeded the achievements of 


|. Neil Armstrong and his men. 


But how magnificently has 


Eu | | all the p romise of that golden 


age been fulfilled, by the North 


Sea explorers from BP 








For all our tomorrows. 
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Parties rally for votes and monks for peace as Cambodians go to the polls. 


Voice of the People 


CAMBODIA 


Cambodian voters have shown they care about democracy. But 
will their leaders respect their wishes if the poll result points to a 
change of govemment in Phnom Penh? 


By Nate Thayer and Rodney Tasker in 
Phnom Penh 


publicly optimistic UN leaders. After 

months of concerted political coercion 
and violence and faced with the threat of 
more terror, an overwhelming number of 
Cambodian voters decided that it was time 
at last to choose their own destiny. 

In the most democratic election in their 
nation’s recent tormented history, more 
than 4 million people — or 85% of regis- 
tered voters — had filed through the poll 
booths by the end of the third day of vot- 
ing in the UN-organised 23-28 May gen- 
eral election. UN Transitional Authority in 
Cambodia (Untac) chief Yasushi Akashi 
described the turnout as a “stinging rebuke 
to violence.” Another senior Untac official 
was more emotional, saying: “For the first 
time I feel proud to be a member of Untac.” 


| was a success that stunned even 
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But as Cambodians continued to queue 
up to vote, political analysts grappled with 
the power-equation prospects ahead. Some 
now believe that the royalist Funcinpec 
party, headed by Cambi xdian leader Prince 
Norodom Sihanouk's son Prince Norodom 
Ranariddh, is faring much better than ex- 
pected. That could lead to a struggle with 
the incumbent Cambodian People’s Party 
(CPP), headed by Prime Minister Hun Sen 

Many of those who voted for Funcinpec 
did so in the knowledge that the party 
would follow a path of national reconcilia- 
tion and peace laid down by Sihanouk, a 
central figure in Cambodia's future politi- 
cal equation. Sihanouk, who arrived back 
in Phnom Penh on the eve of the polls after 
seven months of distancing himself from 
the election, told thousands of Buddhist 
monks and others outside his palace on 24 
May: “We must [seek] to achieve national 
reconciliation and to put an end once and 
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for all to violence and hatred." 

By national reconciliation, Sihanouk 
and Funcinpec mean inclusion of the 
Khmer Rouge in Cambodia's future politi- 
cal leadership. By contrast, Hun Sen’s CPP 
has made it clear it would outlaw and try 
to crush the guerilla faction. The CPP has 
also accused Funcinpec members of being 
bandits and collaborating with the feared 
Khmer Rouge leader Pol Pot. Yet the CPP 
itself is known to have used violence in an 
attempt to influence the election result. 

Untac's human-rights special repre- 
sentative Denis McNamara said his team's 
investigations showed that the CPP were 
responsible for at least 15 politically moti- 
vated killings since 1 March — and possi- 
bly many more. Funcinpec officials claim 
about 50 of their party workers and sup- 
porters were murdered during the election 
campaign. 

McNamara said that of the 200 killings 
committed in the run-up to the poll none 
were attributable to Funcinpec. But he held 
the Khmer Rouge, which bovcotted the 
election and threatened to disrupt it, was 
responsible for 131 of the deaths. "If such 


3 JUNE 1993 


as 


[violent] actions continue they will have a 
major impact on the political and economic 
support which the new government will 
receive,” he said. 

With its army intact and control over 
perhaps 15% of the country, the Khmer 
Rouge is expected to push for the creation 
of a government of national reconciliation 
led by Sihanouk in which it would be 
given some voice. Western diplomatic 
sources say the Khmer Rouge told people 
in some areas that if they felt they had to 
go to the polls, they should vote for 
Funcinpec. 

But the Khmer Rouge is probably now 
more isolated and vulnerable than ever 
before. By removing itself from the elec- 
toral process, the group has severed ties 
with virtually all the allies who supported 
it after the Vietnamese invasion of Cambo- 
dia at the end of 1978. With the loss of its 
Chinese patrons and its futile attempt to 
persuade other opposition parties to with- 
draw from the election, the Khmer Rouge 
now has limited political leverage. 

On the eve of the elections, Khmer 
Rouge president Khieu Samphan called the 
polling "a stinking theatrical farce" and 
predicted that “Untac cannot organise this 
election because our entire nation and peo- 
ple oppose it . . . they will not go to vote.” 

Contacted by the REVIEW after it became 
clear the polls had attracted a massive turn- 
out, a senior Khmer Rouge official struck a 
more conciliatory note: “If the people want 
to vote, how can we stop them? Our inten- 
tion was never to stop the polls. The pri- 
mary and only objective of the [Khmer 
Rouge] is the withdrawal of foreign forces 
and to participate in a coalition, but not in 
important positions. How can we take 
power again? There would be no national 
reconciliation.” 


Quiet 
Courage 


By Rodney Tasker in Kampot province 


Voters in the town of Chhuk, 110 kilo- 
metres south of Phnom Penh, went to 
the polls with the sound of Khmer Rouge 
rocket and automatic rifle fire reverber- 
ating in the near distance. 

This small town in a district of 60,000 
people has long been the target of Khmer 
Rouge violence. About 10 kilometres 
away, on the edge of the Chuum Kiri 
valley, the Khmer Rouge delivered its 
message by briefly occupying a polling 
station and shooting up the ballot boxes. 

Yet the district’s voters still queued 
outside the local polling stations in their 
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More worrying than the prospect of 
Khmer Rouge-inspired violence in the 
coming months is the question of how 
power would be transferred to a new gov- 
ernment in Phnom Penh in the event of a 
Funcinpec victory. What became clear in 
the run-up to the election was that some of 
the more powerful hardline elements in the 
present Phnom Penh government — in- 
cluding top leaders of the cpp, the secret 
police and security service are in no 
mood to relinquish power. 

Intelligence officials and Untac investi- 
gators say they have proof that the security 
services are prepared to carry out large- 
scale arrests of opposition figures. Many 
fear that the CPP, which is riddled with fac- 
tions and regional fiefdoms that are largely 
autonomous from central authority, will 
also refuse to give up power. This is alarm- 
ing as the mandate of the Paris agreements 
includes no provisions for the UN ensur- 
ing or enforcing a transfer of power. 

Because the key component of the Paris 
agreements — to disarm and demobilise 
the armed forces prior to elections — was 
abandoned, more than 450,000 men remain 








A chance at last to elect her leaders. 


hundreds just after dawn, waiting pa- 
tiently with their registration cards in 
their hands. And they did so despite 
Khmer Rouge threats to burn down the 
houses of those who went to vote. 

"They are frightened because of the 
memories of what happened here be- 
fore," says UN policeman Capt. Mo- 
hinder Singh as he marshals crowds 
waiting to vote outside the central poll- 
ing station opposite Chhuk's market- 
place. “But . . . they know the strength 
and weaknesses of the Khmer Rouge." 
Singh says there are an estimated 300 
Khmer Rouge in the district. 

Chhuk is near the Elephant Mountain 
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under arms. The vast majority of these sol- 
diers are controlled by the Phnom Penh 
government and the cpp. Were Funcinpec 
to win the election it would be virtually 
defenceless against the well-armed CPP op- 
position. 

While these fears for the future may be 
valid, violence during the run-up to the 
election itself clearly failed to deter voters. 
Exceeding all expectations, some of the 
more than 1,500 UN polling stations ran 
out of ballot papers during the election for 
a constituent assembly which will have 
three months to draft a constitution and 
form a new government. The 22,000-mem- 
ber Untac presence is due to be withdrawn 
at the same time. 

Barely any election fraud was reported, 
and the threatened Khmer Rouge military 
attacks failed to materialise. There is now 
little doubt that the UN and international 
community in general would verify the 
legitimacy of a poll that Akashi had said 
earlier would be carried out under “mini- 
mum acceptable" conditions. 

There appeared to be plenty of reason 
for worry in the run-up to the polls. Ban- 
ditry and political violence by government 
agents was rampant, while Khmer Rouge 
units attacked towns and cut roads. 

Despite this, the UN election structure 
remained intact. Electoral workers were is- 
sued helmets, flak jackets and metal detec- 
tors while heavily armed Untac troops pro- 
tected isolated polling booths. The message 
from Untac was constant and simple: "We 
will ensure the ability to vote and ensure 
your vote is secret." 

The election turnout suggested the vast 
majority of Cambodian voters trusted the 
UN and rejected attempts by the Hun Sen 
government and the Khmer Rouge to in- 
timidate them. n 


range, which has long been a haven for 
the Khmer Rouge, first in its struggle 
against the first Vietnamese occupation 
forces which ousted it from power in De- 
cember 1978, then against the Hanoi- 
sponsored Hun Sen regime in Phnom 
Penh. There are areas outside the town 
where government troops fear to move 
at night because of the Khmer Rouge 
presence. During the day the soldiers - 
sometimes fire the occasional mortar 
round in the direction of the guerillas' 
bases. 

“I'm frightened of the Khmer Rouge," 
says 22-year-old Koun Thiel as she cra- 
dles her baby daughter outside the 
Chhuk polling station. "There are so 
many of them here." Nevertheless, she - 
waits patiently in line to be frisked by 
UN police officers with their metal de- 
tectors before filing into the polling - 
tion to cast her ballot. 
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NORTH KOREA 


Great Leader’s Gambit 


Pyongyang set for nuclear talks with the US 


By Nayan Chanda in New York 


ill it or won't it? The suspense 
W over whether North Korea makes 

good its threat of quitting the nu- 
clear Non-Proliferation Treaty (NPT) may 
be over sooner than expected. 

2 June, just 10 days before North 
Korea’s withdrawal from the NPT takes 
effect, senior US and North Korean offi- 
cials will hold talks in New York on the 
nuclear issue. American officials and ana- 
lysts hope that the high-level meeting with 
the US that Pyongyang has long sought, 
and other gestures contemplated by Wash- 
ington, will bring North Korea back from 
the nuclear brink. 

In a bid to encourage North Korea to 
get out of its nuclear corner, South Korean 
President Kim Yong Sam has also offered 
economic aid to Pyongyang if it changes 
its stance on nuclear inspection. 

The attainment of the most immediate 
US aim — getting North Korea to rescind 
its withdrawal from the NPT — is not, how- 
ever, certain as North Korea is demanding 
concessions in return that Washington will 
not find easy to deliver. 

Since giving notice on 12 March of its 
intention to withdraw from the NPT North 
Korea has said that all issues, including its 
decision to quit, can be resolved through 
high-level dialogue with the US. This has 
sparked a strong debate within the Clinton 
administration. Do high-level talks with 
North Korea amount to rewarding intran- 
sigence or is keeping North Korea within 
the NPT a worthy enough goal to justify 
some diplomatic concessions? 

Well-informed sources within the 
administration said that, while the State 
Department favoured talking with North 
Korea, the Defence Department, the De- 
fence Intelligence Agency and some senior 
members of the administration saw little 
chance of reducing North Korea's desire to 
have the bomb. The debate was resolved 
in favour of holding talks mainly because 
it was realised that the other option, of a 
military strike against North Korea's nu- 
clear facilities, was not viable. 

Sources said that many officials doubt 
that the North Koreans will ever come back 
to the NPT. Pyongyang will not jeopardise 
its clandestine programme by accepting 
special inspection by the International 
Atomic Energy Agency (IAEA), these offi- 
cials say, because it now realises that the 
IAEA cannot be fooled. 

The other school of analysts, mainly in 
the State Department, believes that the 
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North Koreans tried to make the bomb but 
failed. They would now like to come back 
to the NPT and perhaps come clean about 
their past efforts but they want something 
in return — an end to their isolation. 

The problem about the debate, says a 
source, is that neither assumption can be 
proved. "The probability is that the 
hardliners in the administration are right," 
says one congressional specialist, “but we 
cannot take the risk of testing it.” While 
North Korean intentions remain a mystery, 
intelligence analysts have concluded that 
UN-imposed economic sanctions against 
North Korea are unlikely to be effective. A 
military strike against North Korean nu- 
clear installations could be not only in- 





effective but also dangerous. 

A recent CIA analysis reportedly points 
to a number of pitfalls in the economic 
sanctions against North Korea that the UN 
might order. An attempt at a naval block- 
ade is likely to provoke confrontation with 
Iran, which is becoming a major supplier 
of oil to North Korea. 

China, which has abstained during re- 
cent voting on the North Korean issue at 
the UN Security Council, is likely to veto a 
motion on sanctions. If such a motion was 
passed with China abstaining, any attempt 
to force Peking to comply with sanctions 
could put the US relationship with China 
into a crisis. 

Military and intelligence experts also 
discounted the effectiveness of the so- 
called "surgical strike" against the Yong- 
byon facilities that some politicians have 
urged. ^You may destroy the reactors but 
you may never find the plutonium that has 
been hidden," one analyst warns. 
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Only 5-6 kilograms of plutonium is re 
quired to make a bomb and it can be ven 
easily hidden. "If it is properly shieldec 
you can hide it even in Kim Il Sung's des} 
drawer," said the analyst. A bombing raic 
against the reactor, in the meantime, woulc 
release radioactivity in the air. When Israe 
carried out a surprise air raid against ar 
Iraqi reactor in 1981 it did so before the 
reactor became operational. 

An attack on Yongbyon, however 
would be certain to produce a devastating 
reaction from North Korea's dug-in artil. 
lery and missile sites north of the demilita 
rised zone separating North and Sout 
Korea. Moreover, sources point out, both 
the South Koreans and the Japanese have 
strongly urged the US not to consider e 
military option. 

“If we had a military option I woulc 
have been more sympathetic to the idea o! 
taking the facilities out. But the fact is tha! 
we don't have a military option. Seeking 
all diplomatic means to persuade North 
Korea to return to the NPT is really the only 
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course available to us,” 
North Korea watcher. 

The main argument for holding talks, 
an administration official said, is that “you 
don’t lose anything by doing it but not do- 
ing it may mean an isolated North Korea 
outside the [non-proliferation] treaty”. 

The decision to talk was furthered by a 
conciliatory gesture from North Korea. 
Despite its condemnation of the IAEA as a 
“tool of the United States” Pyongyang 
authorised IAEA technicians to visit North 
Korea in early May. US officials point out 
that had the technicians not been allowed 
to change the films in the surveillance cam- 
eras and service other equipment left by 
the IAEA to monitor North Korean nuclear 
installations under IAEA safeguards, the in- 
tegrity of the safeguard regime would have 
been compromised. 

North Korea has also taken part in a 
conference in New York to discuss the 
extension of the NPT which expires in 1995. 


said a long-time 
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Sources note that it was a move North Ko- 
rea need not have made had it been deter- 
mined to leave the organisation. 

North Korea’s deputy permanent rep- 
resentative to the UN Ho Jong has said in 
an interview that five conditions would 
have to be met before Pyongyang could 
rejoin the NPT. The US-South Korean Team 
Spirit exercise should be stopped; North 
Korea should be permitted to inspect mili- 
tary installations in South Korea; the US 
must guarantee it will not launch a nuclear 
attack against North Korea; the US should 
remove its nuclear umbrella from South 
Korea and North Korea's socialist system 
must be recognised. 

Alan Romberg, an Asian specialist at 
the Council on Foreign Relations in New 
York, who has been meeting North and 
South Korean officials and Chinese diplo- 
mats said that there is an argument to be 
made for the US to stop the Team Spirit 
but not to end all exercises. 

Larry Niksch, a Korea specialist at the 


Congressional Research Service in Wash- | 
ington agrees that the US could meet at | 


least the first three conditions put forward 
by North Korea. But he said that the US 
cannot relinquish the nuclear umbrella 
over South Korea without profoundly af- 
fecting the security relationship between 
the two countries. 

Selig Harrison, a senior associate of the 
Carnegie Endowment for International 
Peace who has previously criticised Wash- 
ington's hardline approach, said that he 
believes the US is going to be flexible in the 
coming talks. "The US is adopting a fairly 
realistic approach," he said. "But the ques- 
tion is whether North Korea is really pre- 
pared to return to the NPT. Because from 
the US point of view that is the quid pro 
quo." 

Ambassador Kim Jong Su, a deputy 
permanent representative of North Korea 
at the UN, told the REVIEW that while his 
country is willing to cooperate with the 
IAEA, “We shall never accept to kneel 
down” before the organisation when it de- 
mands special inspection of what he 
termed military installations. He said “spe- 
cial inspection of military installations 
amounts to demanding us to take off our 

ts." 

Kim Jong Su also hinted that North 
Korea could continue to cooperate with 
IAEA without returning to the NPT as have 
countries like Brazil and Argentina. He 
said "the NPT is not a fishing net that you 
can enter but not get out. We are a sover- 
eign country and we can leave if we wish." 

North Korea seems concerned that the 
purpose of keeping Pyongyang in the NPT 
and ordering a "special inspection" which 
allows IAEA to visit any site without prior 
warning is designed to subvert the so- 
cialist regime. "Perhaps the NPT is a net 
for the Americans to catch us," Kim Jong 
»u said. “ 
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CHINA 


Raging Inflation 


Lhasa price protests escalate into anti-Chinese riot 








By Lincoln Kaye in Peking 
n anti-inflation demonstration that 
escalated into an anti-Chinese riot 
in the Tibetan capital Lhasa was 
quelled by heavy troop presence and 
promises of action on prices by the authori- 
ties. 

Four straight days of disturbances 
ended after official broadcasts promising 
the government would address within 48 
hours the grievances that had originally 
touched off the riots: runaway price rises 
and imposition of fees for medical services 
that used to be free. The melee was the 
worst in Lhasa since 1988, when Tibetan- 
independence protests brought on a year 
of martial law. 

Troops in combat gear packed the city 
centre around the Barkhor, the temple 
square that serves as the ‘Mecca’ of Tibetan 
Buddhist pilgrims. Rioters reportedly 
stoned downtown shops run by Han Chi- 
nese and attacked a police station. A police 
spokesman claimed nine police were in- 
jured. No casualty or arrest figures could 
be confirmed for the demonstrators. 

The protests began on the 42nd anni- 
versary of what China describes as the 
“peaceful liberation” of Tibet by the Peo- 
ple’s Liberation Army. The city was 
packed with pilgrims for the birthdays of 
Manjushri, Buddha of wisdom, and 
Sakyamuni, the historic Buddha. 

The week before the demonstrations, 
the Chinese administration in Tibet had 
played host to a 10-member human-rights 
fact-finding mission of ambassadors and 
senior diplomats from the EC. At least 
three Tibetans were arrested prior to the 
delegation’s arrival to keep them from con- 
tacting the diplomats. 

Pro-Tibet activists claimed there had 
been up to 100 arrests, but Chinese offi- 
cials denounced such figures as ground- 
less. Still, the ambassadors cancelled sev- 
eral meetings to protest against the arrests 
and converted one banquet to a “working 
dinner” on human rights. 

Diplomats were not the only foreigners 
focused on China’s Tibet policy in recent 
months. The Dalai Lama, Tibet’s God-king, 
has just returned to his North Indian capi- 
tal-in-exile from a triumphant swing of vis- 
its with US President Bill Clinton, British 
Foreign Secretary Douglas Hurd and 
Polish President Lech Walesea. The Hurd 
meeting won British Ambassador Robin 
MacLaren a summons to the Chinese For- 
eign Ministry for a formal protest. 

The Dalai Lama, in India, ascribed the 
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violence to “the growing resentment 
against the increased Chinese presence in 
Tibet.” He deplored “the excessive use of 
force by the Chinese authorities” and called 
upon Premier Li Peng to “release the de- 
tained Tibetans and exercise restraint.” 
Otherwise, he warned “this worsening 
situation may lead to violence through 
sheer desperation.” 

The Dalai Lama has been on a cam- 
paign to “internationalise” the Tibet issue 
ever since the breakdown of his talks with 
Peking in the mid-1980s, according to State 
University of New York Tibetologist Tom 





The Dalai Lama urges restraint by Peking. 


Grunfeld. 

The Tibetan leader's diplomatic and 
public relations successes, coupled with the 
recent influx of sympathetic tourists to 
Lhasa, create the impression among Tibet- 
ans that "there is movement towards inde- 
pendence or autonomy . . . [and] that if 
they keep the heat on they will achieve 
their aims." 

Lhasa's travails could be a harbinger of 
similar problems in China proper, accord- 
ing to another US Tibet specialist. Lee 
Feigon of Colby College, Maine, points out 
that localities all over China are experienc- 
ing similar cycles of rapid economic 
growth, inflation, corruption, disenchant- 
ment, protest and repression. 

The ethnic dimension in Tibet simply 
provides a more obvious rallying point, so 
that as with the 1989 Tiananmen protests, 
Lhasa could be leading the rest of China. 
Feigon predicts that, once Peking's im- 
pending leadership struggle gains momen- 
tum, all of China could be seized with 
questions of "centre-province relations and 
what it means to be Chinese." a 
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SOUTH KOREA 
Generals Fired 

President Kim Young 

Sam has delivered another 
blow to a military 
establishment long accused 
of meddling in politics. He 
fired four top army generals 
including the chairman of the 
joint chiefs of staff, Gen. Lee 
Pil Sup. The generals were 
dismissed for playing a 
leading role in the December 
1979 coup that brought to 
power former presidents 
Chun Doo Hwan and Roh 
Tae Woo. In announcing a 
major reshuffle of the military 
chain of command on 24 May, 
Kim also broke the long 
tradition of army dominance 
over other services by picking 
air force chief Gen. Lee Yang 
Ho as new chairman of the 
joint chiefs. It was Kim's 
third purge of top military 
figures since taking office in 
February. 


INDIA 
Central Asia Trip 


Indian Prime Minister P. \ 
Narasimha Rao made a 
four-day official visit to 
Uzbekistan and Kazakhstan 
from 23 May. This reflects a 
policy decision to promote 
links with secular political 
forces in the former Soviet 
republics of Central Asia. In 
both Tashkent and Alma Ata 
he met former communist 
party leaders now operating as 
nationalists who are resisting 
Islamic political forces. But 
Rao was limited by India's 
economic straits: he was only 
able to offer US$10 million in 
export credits to Uzbekistan 
and US$5 million to 
Kazakhstan, far below the 
assistance offered by Turkey 
and Pakistan. 


MALAYSIA 
New Sabah Ministry 


A new federal ministry has 
been created in Malaysia with 
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The South Korean military loses more generals in Kim's clean-up. 


specific responsibility for the 
troubled state of Sabah. 
Former Sabah chief minister 
Tun Mustapha Harun, 75, 
was appointed minister for 
Sabah affairs on 19 May. 
Explaining the appointment, 
Prime Minister Datuk Seri 
Mahathir Mohamad said: 
"Sabah is posing a lot of 
problems. Tun Mustapha 
knows what the situation is 
and as a minister he will have 
much more clout." But 
observers say Mustapha's 
appointment could also be 
explained as part of a drive to 
attract support for Mahathir's 
ruling United Malays National 
Organisation (Umno) which is 
failing to attract widespread 
support in Sabah. Mustapha is 
Sabah Umno's deputy liaison 
chief. 


THAILAND 

Factory Fire Arrests 

Two executives of Kader 
Industrial (Thailand) Co., were 
arrested in connection with the 
10 May fire at the company's 
factory which killed at least 
188 people. Pichet Laokasem 
and Jurin Unhaphoum were 
charged on 20 May with 
negligence and illegal 
modifications to the factory 
and released on bail of Baht 5 
million (US$198,000) the next 
day. Also on 20 May, a Kader 


worker was charged with 
starting the fire when he threw 
away a cigarette without 
extinguishing it. Meanwhile, 
Thai Government officials say 
they have begun talks with 
Hongkong authorities to have 
two Kader executives, both 
Taiwan nationals, extradited to 
Thailand to face charges in 
relation to the fire. 


JAPAN 
Narita Compromise 


Government authorities have 
backed down from a plan to 
expropriate land for two new 
runways in the decades-long 
dispute over the expansion of 
Tokyo's Narita Airport. 
Transport Minister [hei Ochi 
accepted a proposal to set 

up a new consultative body, 
including representatives of 
local government bodies. 

Last year a record 22.03 
million passengers used Narita 
Airport, which opened a ¥170 
billion (US$1.5 billion) second 
terminal facility in January. Its 
annual cargo volume of 1.3 
million tonnes is the highest in 
the world. But there is only a 
single usable 4,000-metre 
runway. Construction of two 
additional runways, which 
began in 1986, was halted 
when the facility was unable 
to purchase several small plots 
of land. Confrontations pitting 
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authorities against local 
farmers and activists have 
cost six lives and over 10,000 
injuries since the beginning 
of construction at Narita in 
1966. 


VIETNAM 
Self-immolation 


A Vietnamese man immolate 
himself at the Linh Mu 
pagoda in the central coastal 
city of Hue on 21 May, but th 
reasons for the act are still 
unclear. Some sources in the 
city say he was protesting 
against the communist 
government's refusal to allow 
the re-establishment of the 
outlawed Unified Buddhist 
Church, while others claim h« 
committed suicide because of 
a frustrated love life. On 24 
May, two fire-trucks were 
overturned in the centre of 
Hue by a large crowd which 
had gathered to support six 
Buddhist monks who were 
staging a sitdown protest 
calling on Hanoi to allow the 
Buddhist group to reorganise. 
Dissident monks opposed to 
the establishment of an 
officially sanctioned Vietnam 
Buddhist Church in 1981 have 
clashed repeatedly with the 
authorities since the death of 
one of their leaders in April 
last year. 


Mean years of schooling, 
1990 


Note: For people over age of 25 
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\ V hen the winds reach a speed of one 
hundred miles per hour, the tops of the 


; “towers may sway twelve and a half inches. 
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In truth, it must be defined as exactly 
the opposite. Strength must mean 
integrating the ean s for flexibility. 
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For explorers like Stephen 
Venables and Robert Anderson, 
a reliable timepiece is more than 
a convenience; it's a necessity. 

Braving the remote heights 
of Mount Everest without the 
aid of bottled oxygen, they 
needed to time their ascents with 
extreme caution. Their goal was 
to reach camp before sunset, 
when high winds and poor 
visibility make the mountain 
even more perilous. The timepiece 
they depended c on was Rolex. 
Part of 









f what makes 
a Rolex Oyster 


so dependable is the design of its 


They faced Everest without oxygen. 
But not without Rolex. 


as much as sixty tons of pressure. of rigorous testing before it is awarded the 


rugged case, which is sculpted 


from a solid block of metal, using 


The Twinlock winding crown is prestigious red seal that signifies it is an Official 







added to the Oyster case. Swiss Chronometer. 





Designed according to the / fa “a: The extraordinary process that goes 


same principles as a submarine hatch, j into making a Rolex helps explain why 
the Twinlock keeps water and other ! it is utterly invaluable in any environment, 
elements from reaching the delicate movement. — the frozen wastelands of the Arctic to the 
within. Each Oyster movement takes a year to burning deserts of the Sahara. And from the 


make, from the first operation on the first tiny depths of the ocean, to the roof of V 
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of Geneva 


part through to final assembly by one of our the world. 





highly skilled craftsmen in Geneva. 

After undergoing a series of gruelling tests 
at Rolex, Oyster timepieces are sent to an in- 
dependent Swiss Institute, the Contróle Officiel 
Suisse des Chronométres. There, each watch 


must successfully undergo 15 days and nights 


Rolex Oyster Perpetual Explorer I in stainless steel with matching Oyster bracelet 
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Moves to rejoin UN, recognise Mongolia. 





By Julian Baum in Taipei 
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gum ew took seriously a rare bi-partisan 
II resolution passed by Taiwan’s legis- 
lature two years ago that called on 
TIY inu to Rind the UN. While 









ye changed, at least as 
are concerned. The 


anachronistic ‘views on other 
issues that straddle domestic 
and foreign policy. 

Government offici id 
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40 years after the ruling Kuo- 
mintang (KMT) dichouneed a 
friendship treaty with the 
former Soviet Union which 
did just that. They are also pre- 
paring an unconditional wel- 
come for Tibet’s spiritual and 
political leader, the Dalai 
Lama, who was previously 
told he could only visit Taiwan 
if he renounced Tibetan independence. 

But the most popular of these issues has 
been the symbolism of returning to the 
UN. Many of the several million Taiwan- 
ese who travel overseas each year return 
frustrated at their government’s lack of in- 
ternational standing and criticise the KMT's 
passivity in diplomatic affairs. In response 
to this frustration, and perhaps to co-opt 
the opposition as well, President Lee Teng- 
hui has said he wants to place Taiwan on 
the UN’s agenda within three years. 

The Foreign Ministry recently issued 
instructions to its overseas offices to pro- 
mote the case for Taiwan’s “participation” 
in the world body. The ministry deliber- 
ately avoids the term “membership,” 
which it says would raise immediate objec- 
tions from Peking over the old question of 
who represents China. 

“Hope is more important than reality,” 
Lee told reporters on 20 May at his first 
news conference in two years. “There are 
many difficulties in joining the UN, but 
that doesn't mean there is no way." 

Lee noted that it took China 22 years to 
zain admission, and that Taiwan should at 


least be willing to struggle for this goal. 
"We don't have to be concerned about the 
time problem as long as we know what we 
need to do," he said. 

How this goal could ever be realised 
given Peking's veto power as a permanent 
member of the UN Security Council is 
unclear. Furthermore, the initial advice 
from friends in Washington has been dis- 
couraging. Former US defence secretary 
Dick Cheney and one-time US ambassador 
to the UN Jeane Kirkpatrick told their hosts 
during a recent visit to Taiwan that they 





A Taipei rally backs Taiwan's return to the UN. 


saw few benefits from re-entering the UN, 
and that Taipei should not waste effort and 
money trying to do so. 

In contrast, Mongolia has encouraged 
Taiwan to push for a UN seat. Visiting 
scholars from Ulan Bator told Taiwanese 
lawmakers last year that Taipei should per- 
sist, and reminded them it took Mongolia 
more than 20 attempts before gaining ad- 
mission despite US opposition. 

Meanwhile, Taipei’s position on Mon- 
golia's status continues to be entangled in 
Taiwan's internal politics. While Lee pub- 
licly acknowledged Mongolia's independ- 
ence two years ago, his initiative raised the 
hackles of the party's old guard who be- 
lieved it would encourage Taiwan's own 
independence movement. Sources say the 
cabinet has since referred the Mongolian 
question to the KMT's central standing com- 
mittee, which has been unable to agree on 
the issue — despite a plea from Foreign 
Minister Frederick Chien that Taiwan 
should resolve the problem if it seriously 
wants to return to the UN. 

The KMT government first recognised 


Mongolia's independence in 1946 after 


signing a treaty of friendship with the So- 
viet Union the previous year. Relations ` 
with Moscow later soured, and in 1952 the 
KMT government renounced the treaty. But — 
scholars say that even from a legal poir 
view, the KMT's now irrelevant. cla 
Mongolia does not stand up. “Th 

could be renounced, but the indepen: le 

of Mongolia could not be renounced,” 
Lee Tzu-wen, a law professor at Soochow 
University. 

Besides the anomaly found on Taiwan's 
maps, the most visible sign of Taipei's 
claim is the Tibetan and Mongolian Affairs 
Commission, a cabinet-level agency. The 
legislature recently approved the commis- 
sion’s budget at NT$200 million (US$7.8 


million) for FY 1993-94. With a staff of 60. uh 
housed in a new high-rise tower in central . 
Taipei, the agency oversees aid program- = 


mes for Tibetan refugees in India and exhi- 
bitions and educational activi- 
ties promoting Tibetan and 
Mongolian culture. 

Since Ulan Bator launched 
political reforms three years 
ago, the commission has also 
donated rice, medicine and 
clothing to Mongolia and set 
up a management training 
programme for local entrepre- 
neurs. 

The commission has also 
received NT$20 million 
(U58770, 000) to organise a 
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Ulan Bator later this year. KMT 
lawmakers say Taipei and Pe- 
king are competing over Mon- 
golia, so that despite the po- 
litical obstacles they should 
establish a presence there to help Taiwan- 
ese businessmen. Opposition lawmakers 
do not disagree, but say that such activities 
should come under the Foreign Ministry. 
"In reality, Outer Mongolia is an inde- 
pendent country recognised by 125 other 
governments," said Chang Jiunn-yih, chair- 
man of the Tibetan-Mongolian commis- 


sion. But Chang said his official view must - d 


be that Mongolia is part of China and that 
Mongolians are Chinese compatriots. 

Lawmakers from the opposition Demo- 
cratic Progressive Party ridicule the gov- 
ernment's claim to Mongolia as they try to 
make common cause with the Mongolians, 
Tibetans and the Uighurs of Xinjiang to 
promote self-determination for China's 
minority areas. "These regions have the 
idea of independence and we want to build 
our friendship with all of them," says op- 
position legislator Yeh Chu-lan. 

Some KMT officials privately hope that 
the Mongolian issue will be resolved after 
the 14th Party Congress meets this August, 
when a new central committee will be cho- _ 
sen and some of the old guard retire Hom. | 


their party posts. 


"private" foundation which 
expects to open an office in =. 








As the world leader in communications 
systems, we are dedicated to bringing people 
together. 

As part of Alcatel Alsthom, we believe that the 
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DEFENCE 


The First Step 


Asean takes the initiative on security cooperation 











By Michael Vatikiotis in Kuala Lumpur 

sean has taken another important, if 
A still cautious, step towards greater 

regional security cooperation. Sen- 
ior officials from the six-member grouping 
held talks on Asian security in Singapore 
from 20-21 May, the first such meeting in- 
volving its seven dialogue partners, includ- 
ing Japan and the US. 

The chairman’s statement after the 
meeting announced no new steps towards 
an institutional framework, which remains 
a distant goal, but spoke of a “window of 
opportunity.” 

“There was a convergence of views on 
the need to find means for consultations 
on regional political and security issues,” 
said Peter Chan, permanent secretary of 
Singapore’s Ministry of Foreign Affairs. In 
essence, that statement means regional se- 
curity is for the first time officially on 
Asean's agenda. 

Asean has played the reluctant bride in 
this marriage between Southeast Asia and 
the major powers with strategic interests in 
the region. The match-making took three 
years, beginning in Jakarta when Australia 
and Canada suggested discussing security 
cooperation in July 1990. 

Some Asean members were initially 
wary of what they feared would be a defi- 
nition of security in military terms, that in 
effect the proposal was to form a region- 
wide military alliance. For their part, Aus- 
tralia and Japan wanted Asean engaged 
more in the security of the whole region, 


Roll 
Back 


By Susumu Awanohara in Washington 
As Washington begins regional security 
consultations with Asean, it is putting 
high priority on restoring military train- 
ing aid to Malaysia and Indonesia that 
was cut off by Congress. At a time when 
Washington is searching for low-cost 
ways to maintain a credible presence in 
the Asia-Pacific region, restoration of aid 
would go a long way towards mending 
US relations with the two key Asean 
members. 

Congress cut off aid to Malaysia be- 


Alatas takes a broad view on security. 


though the US at first opposed such a role. 

Then, at the 1992 Asean summit in Sin- 
gapore, Asean leaders agreed on a dia- 
logue with the association’s seven dialogue 
partners (Australia, Canada, the EC, Japan, 
New Zealand, South Korea and the US) on 
security issues. Encouraging this sea- 
change was Washington's belated support 
for multilateral initiatives on security in the 
Asia-Pacific region. 

One difficulty is the wide range of 
views within Asean itself on how to define 
security. At one end of the spectrum are 
countries like the Philippines and Singa- 
pore who favour a military dimension to 
security cooperation. "We should be talk- 
ing about confidence-building measures,” 
said Rodolfo Severino, undersecretary at 
the Philippines Foreign Ministry. “1 don't 
say we need military alliances, but what 
do you do if one party has a military build- 
up and starts making moves ?" he said. 


cause of its refusal to give first asylum to 
Vietnamese boat people beyond the 
nearly 300,000 Kuala Lumpur had already 
taken. In Indonesia's case the dispute cen- 
tred on the military's 1991 killing of East 
Timorese demonstrators in Dili and Jakar- 
ta’s subsequent controversial handling of 
the incident. 

Malaysia's International Military 
Training and Education (Imet) aid ran 
until 31 September 1991, while Indone- 
sia's was cut a year later. Malaysia could 
now get its [met e back from 
October this year and Washington will be 
looking for an opportunity to restore aid 
to Indonesia a year after that. Typically, 
Imet amounts to a maximum of a few 
million US dollars a year for each coun- 


try. 
The US military considers Imet for Ma- 
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Singapore has been the most outspoke 
about the need to create a new securi 
framework. Senior Minister Lee Kuan Ye 
recently called for the setting up of a ne 
multilateral organisation to accommoda 
China's growing power. Lee describe 
China as “the biggest player in the histo 
of man.” 

At the other end of the spectrum, Ind: 
nesia remains firmly wedded to the vie 
that security should be defined in broad: 
political and economic terms. “Asean sec 
rity for some time will not solely, or eve 
primarily, be a military problem," said I 
donesian Foreign Minister Ali Alatas in 
major policy speech last October. 

Outwardly a defence of Asean's founc 
ing neutralist principles, some observe 
believe that Indonesia's concern is that tc 
much amalgamation of Southeast As 
with the wider Asia-Pacific region woul 
dilute Jakarta's carefully articulated rm 
gional pre-eminence. "We don't want 1 
see the region amalgamated," said a senic 
Indonesian diplomat. 

Despite differences of approach, obsen 
ers saw the Singapore meeting as th 
launch-pad for more concrete cooperativ 
efforts in the field of security. This was ev 
dent in the chairman's statement, whic 
steered clear of sanctioning any instit 
tional framework, but nevertheless agree 
on specific areas for "research." These ir 
cluded non-proliferation regimes, confli 
prevention through peacekeeping, an 
confidence-building measures. 

An important breakthrough wa 
Asean's proposal to bring Russia an 
China to the table, albeit informally. Asea 
diplomats expected some resistance fror 
their dialogue partners, but in the end onl 
Japan maintained some reservations be 
cause of its rocky relationship with Russi 
and the unresolved dispute over the Kuril 
islands. 


laysia and Indonesia indispensable. Fac- 
ing potentially serious competition in 
these very countries, US arms vendors 
are also keen to see the programme re- 
vived. On 5 May, Commander of the US 
Pacific Command, Adm. Charles Larson, 
said loss of Imet in Indonesia and Malay- 
sia is having "a serious adverse effect on 
our ability to establish links . . . with the 
future military leaders of these coun- 
tries." 

Significantly, Sen. Mark Hatfield, who 
was a key actor in stopping Malaysia's 
Imet, has notified the State Department 
that he would no longer object to it in the 
fiscal 1994 budget, according to a Con- 
gressional source. "It's not because the 
Malaysians did anything right but be- 
cause boat people have become a moot 
point," the source says. 





BURMA 


Crushing 
Victory 


Leading critic of junta 
jailed over a bill for eggs 





By Bertil Lintner in Bangkok 


ne of Rangoon’s last dissenting 

voices was silenced on 27 April, 

when a court in the Burmese capi- 
tal sentenced retired brigadier-general 
Aung Gyi to a six-month prison term. 

There was nothing ostensibly political 
about his case. Aung Gyi was convicted of 
having failed to pay for eggs he had or- 
dered for the bakery that supplies his chain 
of tea and pastry shops in Rangoon. Other 
sources, however, point out that Aung Gyi 
had recently written a series of open letters 
to Burma's 82-year-old strongman Ne Win 
that had been circulated by hand around 
Rangoon. Further, he had criticised the rul- 
ing junta during several interviews with 
visiting foreign journalists. 

Aung Gyi's arrest signals an end to 
open criticism of the ruling junta, or, as 
one analyst put it: "He was almost the only 
personality left in Burma who dared say 
»penly what most people think privately.” 

It was Aung Gyi's first series of letters 
to Ne Win in 1987-88 that paved the way 
tor Burma's pro-democracy movement. 
His arrest has brought civilian politics full 
circle, with the army firmly back in the 
saddle, unopposed, unchallenged and 
stronger than ever. 

Burmese sources emphasise the politi- 
zal aspect of Aung Gyi's arrest by compar- 
ing the present case with another contro- 
versy he was involved in two years ago. In 
[uly 1991, the authorities discovered that 
people he employed to harvest birds' nests 
off the Tenasserim coast possessed illegal 
weapons and paid protection money to the 
^thnic Karen insurgents who operate in 
his traditionally lawless area. According 
o one Burmese source close to Aung Gyi, 
‘five people were arrested at that time, but 
Aung Gyi was never prosecuted — though 
that affair was far more serious than the 
present eggs-for-the-cakes business." 

Aung Gyi, 74, served under Ne Win in 
the 4th Burma Rifles in the 1940s and 
2zarned a reputation for his pragmatic ap- 
proach to economic matters after the first 
military takeover in 1962. At that time, 
Aung Gyi ranked second in the then-rul- 
ng 17-member revolutionary council and 
was considered Ne Win's heir apparent. 
3ut rivalries soon erupted between Aung 
ayi and more dogmatig officers. 
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Aung Gyi resigned from the council on 
19 February 1963 and was subsequently 
jailed. Shortly after his fall from grace, all 
major industries and private and foreign 
banks were nationalised. Burma then em- 
barked upon its unique “Way to Social- 
ism,” which led to economic and political 
disaster and, eventually, to the 1988 upris- 


Aung Gyi was allowed to open one of 
Burma’s first private businesses before the 
uprising: a popular restaurant called Shwe 
Lamin, or the Golden Moon. In 1987, he 
wrote his first appeal to Ne Win, which 


| 
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was followed by several hard-hitting let- | 
ters, all distributed by hand, that high- — 


lighted the need for economic reform and 
exposed human-rights abuses. For this, 
Aung Gyi was jailed in July 1988 and re- 
leased only after demonstrations had 
shaken Rangoon the following month. 

He subsequently became the first chair- 
man of the National League for Democ- 
racy (NLD) when it was formed on 24 Sep- 
tember, but resigned on 3 December fol- 
lowing disagreements with the league's 
charismatic secretary-general Aung San 
Suu Kyi. 

Aung Gyi then formed the oddly 
named Union National Democracy Party, 





Ne Win: letters from a dissident. 


which managed to secure a single seat at 
Ywangan in Shan state — one of the few 
constituencies where the NLD did not field 
a candidate — during the May 1990 elec- 
tion. Aung Gyi himself received only 6.7% 
of the vote in the northern constituency of 
Shweboin. 

Perhaps to make up for his poor elec- 
toral performance, and maybe also because 
all other dissident voices had been silenced, 
Aung Gyi became quite outspoken again. 
When the ruling junta — in an attempt to 
improve its international image — allowed 
foreign journalists into the country last 
year, he used the opportunity to talk to 





SRI LANKA 


A Mixed 
Reaction 


Murders and splits mark 
provincial polls 





By Manik de Silva in Colombo 


irima Bandaranaike burst into tears 
as she hugged her daughter 
Chandrika who had just been sworn 
in as chief minister of the Western prov- 
ince on 21 May. The veteran opposition 
leader in Sri Lanka's parliament shares 
much — in life and politics — with her 
daughter. 

Both lost their husbands to the bullets 
of political assassins. Chandrika's husband, 
popular film-star Vijaya Kumaranatunga 
was killed in 1988 by a gunman of a leftist 
revolutionary movement. Some 29 years 
earlier, Chandrika's father — the then 
prime minister S. W. R. D. Bandaranaike 
— was slain by an extremist Buddhist 





| monk. Sirima succeeded her husband as 
| the prime minister. 


Politics has been the life-blood of the 
Bandaranaike family which has dominated 
the Sri Lanka Freedom Party (SLFP) since 
its formation. Before his murder, Kum- 


| aranatunga and Chandrika had split from 


the SLFP and formed their own grouping. 
Chandrika's brother, Anura, has long been 
active in party and national politics. And it 
is common knowledge that brother and sis- 
ter are active contenders for the mother’s 
party mantle. 

Chandrika’s elevation to the chief min- 
istership came in the wake of the mid-May 
provincial elections, the run-up to which 
witnessed two other political killings. Presi- 


_ dent Ranasinghe Premadasa was killed in 
| a bomb attack during a May Day rally in 
_ the capital. A week earlier, Premadasa's ri- 


them. In an interview with Britain's Chan- : 


nel 4 television station in August 1992, 
Aung Gyi said: "When the people don't 
like the army, it's very dangerous. Now 
the people hate the army and [despise] its 
behaviour. The people don't want the army 
to hold on to power for so long, they want 
democracy." 2 
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val and former United National Party 
(UNP) minister Lalith Athulathmudali was 
gunned down at another Colombo cam- 
paign rally. 

In the event, the election pitted the rul- 
ing UNP against the People’s Alliance, a 
coalition of leftist parties led by the SLFP. A 
new element in the polls was the Demo- 
cratic United National Front (DUNF), a 
breakaway grouping from the UNP headed 
by Athulathmudali. Although it made for 
a three-cornered fight, the ruling party's 
opponents had an understanding that they 
would not attack each other in the cam- 
paign. 

The Alliance won handily in the West- 
ern province, which includes Colombo, 
while the UNP topped the poll in six other 
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provinces. Elections were not held in the 


northern and eastern provinces, where a 
separatist Tamil insurgency has been fag- 
ing for more than a decade. å 

The UNP secured clear majorities in four 
provinces: Uva, Sabaragamuwa, Central 
and North Central. In the Southern *and 
North Western provinces, it was the lead- * 
ing party, but the Alliance together with 
the DUNF could have mustered thin majori- 
ties. Nevertheless, the Colombo-appointed 
governors in those provinces hastily swore 
in the UNP nominees as chief ministers. The 
angry opposition is planning to appeal 
against the governors to the Supreme 
Court. 

Both the UNP chief ministers heading 
the virtually hung provincial councils have 
claimed the support of non-UNP council- 
lors — implying defections from the Alli- 
ance and the DUNF. There has been specu- 
lation that the UNP-controlled national par- 
liament might repeal the anti-defection 
laws as they relate to provincial councils. 
In the event of these two cr incils being 
deadlocked, their dissolution and fresh 
elections are a distinct possibility. 

How the parties will fare in new polls 
for the two provinces remains uncertain. 
The UNP, which has had an uninterrupted 
tenure of power since 1977, has lost some 
ground since the last local government 
elections in 1991, despite the sympathy 
wave after the president's assassination. 
The DUNF, also a recipient of sympathy 
votes due to the murder of its leader, 
Athulathmudali, gained at the expense of 
the SLFP as well as the UNP. The SLFP’s 
victory in the Western province was the 
first major electoral triumph for the party 
since it lost power at the national level in 
1977. 

But the provincial polls have been a 
mere precursor to the next presidential 
elections in December 1994. After Prema- 
dasa’s assassination, the parliament chose 
the UNP’s D. B. Wijetunga to complete the 
presidential tenure until the end of next 
year. 

The electoral arrangement between the 
SLFP and the DUNF is unlikely to last into 
next year. The breakaway DUNF was born 
mainly because its leaders could not accept 
the strongman rule of Premadasa. With 
Premadasa gone, observers do not rule out 
the two groups coming together in some 
form. 

Presidential hopefuls from the opposi- 
tion ranks, barring the unforeseen, are 
likely to come from the SLFP, the dominant 
partner in the non-UNP Alliance. In all like- 
lihood, the SLFP nominee would hail from 
the Bandaranaike clan. As the chief minis- 
ter of the most prosperous among the 
provinces, Chandrika Kumaranatunga 
now has the opportunity of building a 
power base for herself. That could be a 
major factor in deciding who leads the | 
party and joins the presidential race. L] 
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Ultimate 
Penalty 


‘East Timor leader gets life 
imprisonment 


By Suhaini Aznam in Jakarta 


ndonesia’s authorities have again opted 
for a stern approach to East Timor's 
problems. On 21 May a High Court 
judge in the East Timor capital Dili pro- 
nounced a life sentence on Jose Alexandre 
Gusmao, alias Xanana. Xanana was the 
leader of the Fretilin guerilla group which 
has been fighting for East Timor's inde- 
pendence since Indonesia annexed the 
former Portuguese colony in 1976. 
Xanana was found guilty on charges 
which included leading a separatist rebel- 
lion, disrupting national stability, illegal 





Xanana's fate sparks a new furore. 


possession of firearms and causing death 


to villagers in East Timor. 


"The reason the punishment is so heavy 
is that the defendant's actions disturbed 
stability in East Timor," Judge Hieronymus 
Godang told the court. In theory, Xanana 
could have received the death penalty on 
the firearms charge, but the prosecution 
instead sought the maximum sentence for 
his separatist actions. 

Local reaction to the sentence was 
muted, in part reflecting tight security 
throughout the three-month trial. National 
press coverage was also kept to a mini- 
mum, with most Jakarta dailies carrying 
only a single story on the verdict itself and 
a second report on Xanana's decision to 
appeal for clemency from President Su- 
harto. But if Indonesia had hoped for wider 
international understanding of its handling 
of the case it was quickly disappointed. 

In Lisbon Portuguese Prime Minister 


. Anibal Cavaco Silva called the sentence 
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"brutal." Australian Foreign Minist 
Gareth Evans called for a lighter senten 


"val [vem asked Jakarta to consider giving mo 


autonomy to East Timor. "It would ob 
ously be of great help in achieving reco 
ciliation if Xanana's sentence were to | 
substantially reduced by presidential cler 
ency", Evans suggested. 

Meanwhile two international huma 
rights organisations issued statemen 
questioning the legality of the verdk 
Within hours of the sentence being deli 
ered Amnesty International called the tri 
and its verdict "a travesty of justice." 

"In view of the fact that Indonesia 
sovereignty over East Timor has not be 
recognised by the UN, the competence : 
Indonesian courts to try Xanana Gusmé 
and other Timorese is open to question 
said the Amnesty statement. The L 
human-rights group Asia Watch, con 
mented that the court proceedings violate 
Xanana's rights to freedom of expressic 
and fair trial. 

Xanana was one of 21 witnesses hear 
during the trial. But, after being called | 
the witness stand on 17 May, he w: 
allowed to read only three pages of a 2! 
page defence which he had hanc 
written in Portuguese. An Indon 
sian translation was submitted 1 
the judges. Concurring with th 
prosecution's objections that his a: 
guments were irrelevant to the cas 
Judge Godang stopped Xanana 
few minutes after he had begun t 
read. When the case was resume 
the prosecution was allowed to rea 
its entire counter plea. 

While the international uproa 
over East Timor has subsided sinc 
the Dili incident of November 199 
when Indonesian troops fired o 
demonstrators and killed at least 5 
people, the Xanana case has serve 
to keep international attentio 
focused to an uncomfortable extent on Ir 
donesia's human-rights record. In Apri 
UN special envoy Amos Wako visited Ea: 
Timor for the second time since 199] 
speaking to a range of Indonesian official 
and East Timorese, including a private in 
terview with Xanana himself. 

Indonesia has been trying hard to re 
pair the damage done to its internationa 
image by the East Timor massacre. It hire 
a public relations firm to project its version 
of the history of East Timor and allowe 
diplomats, international observers and for 
eign journalists, including some from Por 
tugal, to attend the trial. But some of it 
efforts have been poorly coordinated. Fo 
inexplicable reasons a UN representative 
three diplomats and two journalists wer 
stopped in Denpasar on their way to Dil 
on 11 May and escorted back to a Jakarta 
bound plane. The diplomats left again o1 
the following day after personal interven 
tions by their respective ambassadors. — t 
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CHINA 


Full Speed: Atad _ ib TE. 


Guangdong party congress ignores calls to slow Growth, 





By Carl Goldstein in Canton 


ie Fei, communist party secretary 
for Guangdong, has put a new spin 
on his province’s headlong rush 
into capitalism: “Poverty is not socialism,” 
he told delegates in a speech opening the 
provincial party congress in Canton on 21 
May. 

The congress featured voluble lip ser- 
vice to Deng Xiaoping’s idea of a “social- 
ist” market economy, but otherwise Xie's 
dictum was one of the few attempts to rec- 
oncile his party’s supposed communist ide- 
als with the Guangdong’s unfettered drive 
for economic expansion. 

Shrugging off growing central govern- 
ment attempts to rein in an overheating 
economy and fight spiralling inflation, Xie 
called for a continuation of the southern 
province's torrid pace of development 
through the year 2010. In a 37-page report 
that took Xie more than 90 minutes to de- 
liver, there was nary a mention of the 
words inflation or overheating. 

Yet just days before the Guangdong 
party congress opened, the central govern- 
ment in Peking had launched a major ef- 
fort to slow the country’s headlong growth. 
Besides lifting interest rates nationwide, the 
central government is trying to use admin- 
istrative measures to limit bank loans, as 
inflation increasingly shows every sign of 
getting out of control. 

The congress demonstrated once again 
that Guangdong’s wealth has given its 
leadership a considerable degree of inde- 
pendence from central controls. In 1979, the 
central government provided 80% of funds 
spent by the province on infrastructure and 
capital investment. By last year, with the 
provincial government flush from export 
earnings and foreign investment inflows, it 
was only 2%. 

A foreign economist pinpointed one 
major reason for the leadership’s unwill- 
ingness to take any action to cool the 
economy: “The party is in a real no-win 
situation. The localities all want their own 
piece of the action, and the leadership can't 
say no,” he said. 

Some analysts warn of the possibility 
that a serious recession may be on the way 
if the speculative real-estate bubble bursts 
and inflation rockets out of control, forcing 
the centre to clamp down harder on credit. 
In this environment, local officials appear 
to believe they are living on borrowed time 
and have only a short-lived window of 
opportunity to get projects completed. 

In his speech Xie said Guangdong — 








Xie has no time for Peking. 


which launched China’s open-door policy 
in 1979 — should continue to grow at an 
annual rate of 12-13%, only marginally 
slower than the pace of the last five years. 
By keeping up such a rate of grow th, the 
province could reach the level of a middle- 
ranking developed country by 2010, the 59- 
year-old Guangdong native said. 

But looming behind that rosy scenario 
are the inflation figures which so alarm 
Peking. The urban cost of living index — 
which is widely believed to understate the 
actual extent of inflation — rose 15.7% in 
the first quarter and 17% in April. 

In Canton, the rate was even higher: 
over 17% in the first three months. And 
these numbers are widely believed to 
understate the actual rate because of the 
leadership's fears over the political sensi- 
tivity of inflation in China. 

Understated or not, none of these fig- 
ures seemed to worry Xie or other party 
leaders in attendance. Asked what the 
Guangdong party intended to do about 
inflation and overheating, provincial gov- 
ernor Zhu Senlin said solemnly that his 
administration would “pay very close at- 
tention” to these issues. 

Nor was there any visible concern that 
the provincial economy was rocketing out 
of control, despite accelerating inflation 
and massive rises in GDP and industrial 
output. Instead, Xie told delegates that it 
was only by developing the productive 
forces and improving the people's stand- 
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àrd okliving that the party's political power 
cottld 


a that workers 





guaranteed. 

!Pravincial party and government lead- 
ers'argue that wages are rising fast enough 
toteushion the impact of inflation. Recent 
^ strikes in Zhuhai and labour unrest else- 
“where in the province however indicate 
are starting to feel the pinch 
of rising prices. 

The pressure from below the party faces 
in maintaining high-growth policies was 
evident during the congress. After Xie de- 
livered his work report, the assembly broke 
up into small-group sessions for further 
discussions. In one session presided over 
by Guangdong governor Zhu Senlin, dele- 
gates kept pressing for bolder measures to 
deal with the increasing competition 
Guangdong faces from other parts of 
China. 

“Whenever I travel these days, it seems 
that all I hear about is how great Shanghai 
is doing," said Yang Ziyuan, the chairman 
of the provincial arm of the Chinese Peo- 
ple's Political Consultative Conference. His 
remedy was for the province to launch à 
rather vaguely described initiative he 
called "the four freedoms." These would 
include free import and exports, full cur- 
rency convertibility, and the end of both 
internal and external border controls. 

Another party delegate was even 
blunter. ^Shanghai and some of these other 
provinces have really opened up, and here 
we're still trying to control too much," said 
Guo Xiangyang, the vice-secretary-general 
of the Canton party committee. 

Besides ignoring Peking's anti-inflation 
campaign, the Guangdong party also broke 
with the central government's habits in 
another area: it was the first time a provin- 
cial party congress was opened to the for- 
eign press, even including the small group 
sessions where delegates discussed their 
views on Xie's report and other issues. 

But while Xie chose to ignore some of 
the central government's dictates, he toed 
the centre's line by levelling a harsh rhe- 
torical blast against cadre corruption. He 
also decried the sharp decline in law and 
order that has accompanied Guangdong 's 
political and economic reforms. 

Xie’s emphasis on these issues seemed 
to reflect the fact that, just as the southern 
province leads the nation in economic de- 
velopment, so it leads in crime and corrup- 
tion as well. Xie was named to the central 
party's ruling politburo last October, and 
most of his publicly reported comments 
since then have emphasised the corruption 
issue rather than the economic policies for 
which Guangdong is known. 

This could be a clever strategy politi- 
cally, given the intensifying factional strug- 
gles within the central party leadership. 
“Xie would rather let others take the lead 
in pushing the fast-growth strategy, and 
concentrate himself on attacking corrup- 
tion," says a foreign analyst. s 
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Going Solo 


Ramos campaigning in 1992: does he want another term? 


Return to single-chamber legislature mooted 





By John McBeth in Manila 


ith President Fidel Ramos nod- 
W ding silent approval from the 

sidelines, the 206-member Philip- 
pines House of Representatives has begun 
a broadly supported move to change the 
country’s form of government from the 
present bicameral system to a single-cham- 
ber parliament. 

A resolution tabled in the House on 20 
May calls on the chamber and the 24- 
strong Senate to convene into a joint con- 
stituent assembly to consider this change, 
and possibly others, to the 1986 constitu- 
tion. Congressional aides say the plan is to 
submit the amendments to a national ref- 
erendum, which would be held at the same 
time as next year’s barangay, or local elec- 
tions. 

Much depends, however, on the atti- 
tude of the Senate, which must pass a con- 
current resolution. Blas Ople — a member 
of the 1986 Constitutional Commission and 
one of 12 senators who will serve a full six- 
year term — says that while his colleagues 
are split on the merits of a parliamentary 
system, the move is likely to face an early 
death in the strikingly independent Senate. 

Ople also echoes widely held suspicions 
that Ramos is seeking to perpetuate him- 
self in power, saying that some of the con- 
templated changes could enable him to cir- 
cumvent a constitutional ban on his re-elec- 
tion at the end of his current term in 1998. 
“This is precisely what [former president 
Ferdinand] Marcos did in 1972,” Ople 
warns. “He lobbied for a parliamentary 
system and ended up as martial law prime 
minister and president at the same time.” 








Presidential security adviser Jose 
Almonte rejects such suggestions. “It has 
nothing to do with that,” he told the 
REVIEW. “Even during the campaign, when 
he wasn't given much chance of winning, 
he expressed frustration over the stalemate 
situation.” 

Days after Ramos’ victory, close associ- 
ates were saying the president had given 
himself a year to find a way of freeing up 
the legislative process. However, given his 
reluctance so far to wield a big stick it is 
unclear what pressure, if any, Ramos will 
bring to bear on Senate President Edgardo 
Angara to get his way. It may not even 
matter. Sen. John Osmena says that, be- 
cause there are no time limits on debate in 
the upper house, a handful of senators with 
strong feelings on the subject could engi- 
neer an endless filibuster against the reso- 
lution. 

In recent meetings with the president 
and House Speaker Jose de Venecia, 
Osmena counselled against a constituent 
assembly and instead suggested another 
avenue offered by the constitution. Instead, 
Osmena proposed a system of initiatives 
and referenda under which constitutional 
amendments can be directly proposed or 
enacted on the basis of a petition signed by 
at least 10% of the voting population and 
3% of each constituency. 

Although it has not been utilised before, 
Philippine Councillors’ League national 
chairman Guillermo Altuna says there 
would be little trouble getting the neces- 
sary support. “In the Philippines it is easy 
to get signatures,” he says, in an oblique 
reference to the influence wielded by con- 
gressmen and local officials. “I think the 
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people will support any measure that wi 
bring faster basic services to them." 

Much of the attraction for the late 
change centres on what Ople claims is i 
“hidden agenda" of extending the curre: 
three-year terms of incumbent congres: 
men and local officials until 1998. Th 
would not only apply to the entire lowe 
house, with its 198 elected congressme 
and eight hand-picked sectoral represent; 
tives, but also to half of the Senate. Whi 
congressional sources openly acknowledg 
a trade-off is in the works, they say tl 
proposed extension may in fact only be fi 
one year. 

Because he is being accused of havin 
an agenda of his own, it probably sui 
Ramos that the chief sponsor of the resoh 
tion is Leonardo Perez, a former Mar« 
political adviser who now heads the Hou: 
Committee on Constitutional Amen 
ments. Although he is a member of the si 
called Rainbow Coalition, Perez is not 
member of the ruling Lakas-NUCD. 

Likewise, among the eight co-sponso 
of the resolution are minority floor lead: 
Hernando Perez, an associate of losin 
Laban ng Demokratikong Pilipino (LD 
presidential candidate Ramon Mitra, an 
four other non-administration congres 
men. 

If changing the constitution is largely 
bipartisan issue in the lower house, Ram« 
is coming under increasing fire for alle; 
edly seeking to impose a one-party systen 
Although it is all supposedly in the nar 
of national unity, congressional oppositic 
is shrinking by the minute — largely b 
cause there are no rules governing parl 
discipline. 

At the last count Lakas-NUCD had 11 
seats, 71 more than it won on election nig! 
when Ramos limped home with bare 
23% of the vote. The biggest loser has bee 
the LDP, the main pro-administration par 
during former president Corazon Aquino 
term, which won fully 89 seats in the poll 
Influential congressman Ronaldo Zamo 
took 30 LDP congressman with him whe 
he deserted to Lakas-NUCD after losing ot 
in a leadership struggle. Since then, tl 
party's strength has sunk to only 25. 

If congressmen are not actually joinir 
Lakas-NUCD, they are flocking to the no 
159-strong Rainbow Coalition. This grou 
of parties and individuals helped c 
Venecia win the speakership and now ta 
itly supports the administration, mainly : 
order to get their share of developme: 
funds and enhancing their re-electic 
chances, observers say. 

While bringing so many people aboa! 
may serve as a show of unity, in reality it 
merely giving Ramos extra mouths to fee 
Such an exercise might be understandab 
if Congress was heeding the president 
will, but a tax package Ramos marked “u 
gent" last July has still to make progre 
through the lower house. 
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THE 5TH 
COLUMN 


In the thick of the US debate over MFN status for China, Hongkong's Legislative 
Council debated a motion urging "the British Government, on behalf of Hongkong to ask 
the US Government to renew the most-favoured-nation status for China unconditionally, 
so that Hongkong's economic interest can be safeguarded." The following are excerpts 
of two opposing views presented in response. 





MFN for China: Pros and Cons 


No Conditions 


By David K. P. Li 





nce again we are faced with the 
O sorry spectacle of a debate over 

China's most-favoured-nation 
(MFN) status. While it is not Hongkong's 
place to instruct the US as to what policies 
it should pursue, it is both our right and 
our responsibility to state our views clearly 
and emphatically when such decisions 
may affect our stability and our prosperity. 

The withdrawal, or the conditional 
granting, of China's MFN status would hurt 
the innocent and would impede China's 
economic growth. It would hurt the Ameri- 
can consumer, the Chinese worker and en- 
trepreneurs from both nations, not to men- 
tion the 6 million people of Hongkong. Is 
this what the American Congress, or in- 
deed, the American people, want? 

Any change to China's MFN status 
would hurt American business and Ameri- 
can investors. It would undermine the glo- 
bal competitiveness of American industry. 
It would cost American jobs. Not low pay- 
ing, menial jobs, but high paying, skilled 
jobs. Not expatriate jobs in Hongkong or 
China, but jobs in the US. Is this what the 
American Congress wants? 

Any conditions attached to China's MFN 
status would also hurt Hongkong. We 
would lose up to US$3 billion in income, 
and up to 70,000 jobs. Hongkong could lose 
even more if China retaliates by cutting 
back on imports — of American goods. Is 
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this what the Congress wants? 

The MEN legislation is simply unwork- 
able because it cannot be applied to the 
economic and business realities created by 
China's ongoing economic liberalisation. It 
would create a legal quagmire and thereby 
make a mockery of US law, policy and high 
principle. Is this what the Congress wants? 

The tiresome debate in Washington re- 
veals once more how little Congress un- 
derstands about China, about Hongkong, 
about even their own history and economic 
development. 

We are fortunate that, this year, the gov- 
ernor [Chris Patten] has recognised the ur- 
gency of carrying the message of common 
sense to Washington. The great impact he 
has had in Washington and New York has 
done much to bring the weapons of reason 
and information to bear on the debate. 

The Hongkong Government and Hong- 
kong’s business community should recog- 
nise that there is a major educational task 
that needs to be conducted in the US, not 
once each year but all year long. Because 
there is a profound ignorance, a dangerous 
ignorance in Washington. Ignorance that 
can hurt the US. Ignorance that can hurt 
Hongkong. Is that what the Congress 
wants? I hope not. 


Let’s See Terms 


By Emily Lau 





Emily Lau was elected to the 
legislature in 1991 as an in- 
dependent. 


t is that time of year again. As Alfred 
Lord Tennyson said, “In the Spring a 
young man’s fancy lightly turns to 
thoughts of love,” and ours turn inevitably 
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to the renewal of MFN for China. 

Some may regard this debate as the 
litmus test of patriotism when we can 
display the requisite shade of red. But that 
is superficial, as superficial as the motion 
debated, because it implies that Hong- 








kong's economic interests are safeguarded | 


only if no conditions are attached to MFN 
renewal, regardless of what those condi- 


tions might be, no matter how beneficial to | 


the long term interests of Hongkong and to 
the freedoms so necessary for economic 
prosperity. 

We delude ourselves if we believe that 
economic liberalism can be sustained with- 
out political and social freedoms. Nor is it 
realistic to ignore the fact that the interna- 


tional community uses sanctions as a le- | 


gitimate weapon to secure political or hu- 
manitarian objectives. Hongkong has been 
party to such actions in the case of South 
Africa and more recently Iraq. 


Perhaps it is the annual nature of this | 


exercise which encourages the short-term 
view. The US examines whether China has 
made sufficient progress in human rights, 
in reducing the trade imbalance and in 
other matters during the past year to merit 
unconditional renewal. China responds by 
ordering some big items from the US and 
releasing a few political prisoners as sops to 
the protectionist and human-rights lobbies. 


The Hongkong business community sends | 


lobbies to argue for unconditional MFN re- 
newal and heaves a collective sigh of relief 
when it is granted, until the whole exercise 
is repeated the following year. 


This is in no one's interests. As a matter | 


of bilateral relations, the US and China 
must work out what each expects of the 
other to assure the continuation of MFN sta- 


tus for China. Until this is done, Hongkong : 


will be forced to endure the uncertainties 


engendered by the annual threat of its | 


withdrawal. But it is a matter of bilateral 
Sino-American relations. 


To attach conditions to MFN is to use an | 


exceedingly blunt weapon, but the mes- 
sage we send out if we support a motion 
in favour of unconditional rule is that the 
people of Hongkong are only interested in 
safeguarding their economic interests. In 
that case, unconditional renewal of MFN 


means "Money For Now.” I cannot sup- | 


port such a short-sighted view. a 
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r x he s tragedy of. R in the 

- 1980s is threatening to repeat itself 

nd several hundred miles further to the 

e north in the 1990s. The focus of what is 

—shaping up as a new confrontation be- 

tween Russia and the Islamic world is the 

. Central Asian republic of Tajikistan, where 

^. civil war has been raging since the middle 
ve of 1991. 

— . Russian military involvement in Tajikis- 

tan has increased sharply since a pro-com- 

© munist government displaced a coalition 

of Islamic and pro-democracy groups last 


.. December. But the Tajik regime of Presi- 


5. dent Imam Ali Rakhmanov is now. threat- 
4, ened by Islamic militants armed and 
_ funded by sympathisers in Pakistan, 
<- Afghanistan and Iran. As the civil war 
“sucks in more neighbouring countries, 
including several of Tajikistan's Central 
Asian neighbours, 600,000 Tajiks continue 
^to live as refugees in their own country 
while another 95,000 have fled over the 
















Tajik and is considered a a nation: hero by 
Tajiks on both sides of the border 





A des role in the defeat of the Soviet: army, is also 


a funding and arming the IRP. 


border to Afghanistan. — > o5 
Several thousand Tajik. güerillas belong: 
ing to the Islamic Renaissance Party (RD), 


the dominant force in the coalition that Was 


ousted from power last December, ar 
poised to launch an offensive against th 


pro-communist government in Dushanbe. - 
According to diplomatic, Afghan and Tajik 


sources, they have three major bases. in 
Afghanistan. 

At a camp near Kunduz. in northern 
Afghanistan, 80 kilometres from the Tajik 
border, some 2,000 guerillas are being 
trained, fed and armed by an Islamic 
alliance of Pakistani and Afghan radicals. 
These include the mujahideen leader and 
Afghan prime minister designate Gul- 
buddin Hekmatyar, members s of Pakistan's 
Jamaat-e-Islami funda: nentalist movement 
and retired officers of Pakistan’ S Inter- 

services Intelligence agency as). 

At another camp in the nearby town of 
Taloquan under the control of Afgha n De- 
fence Minister Ahmed Shah Masud, who is 
also Hekmatyar's main rival, ‘several hun- 






_ treason and there 


“some 94,000 





In the eastern Afghan city of Jalalabad; 


: several dozen IRP leaders have set up a 
. political headquarters to coordinate these 
. efforts. Qazi Turadzhon Zoda, the former 
 mufti, or religious leader, of Tajikistan and 
-Daulat Usman, an IRP leader and former 
_ deputy prime minister of the coalition gov- 







ernment that was defeated last December, 


“are just two of the prominent leaders in 
. exile in Jalalabad. 


They have travelled frequently to Islam- 


: abad to meet Iranian, Saudi Arabian and 
Pakistani diplomats and intelligence offic- 


-ers, as well as to Lahore where they were 


feted by the Jamaat-e-Islami. They are be- 
‘lieved to have collected funds from Iran, 


the Gulf states and Libya. The Dushanbe 
| government accuses. both these men of 
rice on their heads. 
reri is drawn from 
| gees who escaped 
| the fightin: December and fled to 
: Mazar-e-Sharif ‘in northern Afghanistan, 
‘which is under the control of the Uzbek 
“warlord Gen. Rashid Dostum. They are 
being looked after by the UN High Com- 


| missioner for Refugees under trying condi- 
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Porous Borders 


because of the lack 
nmunications and 
aused by the con- 
inuing civil war: anistan. 

Sources close te P say the militants 
ire infiltrating small guerilla units into 
Tajikistan to harass government positions 
ind attack traffic around Dushanbe, in a 
carbon copy version of the mujahideen's 
tactics against Soviet troops in Afghanistan. 
The militants say they are in no position to 
aunch a major offensive, but will keep the 




















regime under pressure. There was heavy 
fighting around Dushanbe in February and 
March when the regime used Common- 
wealth of Independent States (CIS) troops 
and Uzbek fighter-bombers to help capture 
rebel strongholds in Garm and Kofernik- 
hon. The regime has declared a state of 
emergency and boosted its patrols along 
the mountainous and highly porous 1,300- 
kilometre long border with Afghanistan. 
One battalion of 500 men from the CIS and 
another from Kyrgyzstan has arrived to re- 


inforce the 3,000 CIS troops already de- 
_ fending the border. Another two battalions 
from Kazakhstan and Uzbekistan are ex- 


pected. The Tajik regime can muster no 
regular troops of its own, but has well- 
armed militia units. It has also hired sev- 
eral hundred mercenaries from Russia and 
other CIS members to serve as officers. _ 

Russian Defence Minister Gen. Pavel 
Grachev has visited.Dushanbe and ordered 
the 201 Division based there to help the 
government. A senior Russian officer, Gen. 
Alexander Shishliannikov, was appointed 
defence minister of Tajikistan and the pay 
of CIS officers was raised to Rbl 50,000 
(U5$59) a month, an unprecedented sum 
for the army. l 

Uzbeks, who form 23% of Tajikistan’s 
population of 5.4 million, largely support 
the present government in Dushanbe, 
while Uzbekistan President Islam Kari- 


mov's help to the regime has further wid- 
ened the gulf between Uzbeks and Tajiks 
throughout Central Asia. The Tajikistan 
regime is almost entirely dependent on 
food, fuel and financial assistance from 
Uzbekistan, as Karimov builds himself up 
as the gendarme of the region. 

Karimov is being supported by an in- 
creasingly strident Russia, where both 
President Boris Yeltsin and the opposition 
are united in calling for Moscow to play a 
larger security role in Central Asia. In the 
first year after independence, Russia 
avoided involvement in the region, but it 
now views the threat of Islamic fundamen- 
talism as a danger to its own security. 

Rakhmanov visited Peking in March 
and asked for help to control the spread of 
Islamic fundamentalism. China has subse- 
quently warned Pakistan and Iran not to 
interfere in Tajikistan, which shares a 500- 
kilometre border with Xinjiang province, 
where there has also been Islamic unrest. 

So far the only international effort to 
bring peace to the region has been under- 
taken by the UN. In May the UN secretary- 
general named Iraqi diplomat Ismat Kittani 
as his special envoy to Tajikistan. However, 
with little support from Russia, Afghani- 
stan in a state of anarchy and the Muslim 
world reluctant to condone a regime that 
has killed so many of the Islamic opposi- 
tion, there is little the UN can do. e 
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al Overdose 


. Civilians butchered in fighting between drug gangs 


By Bertil Lintner in Pieng Luang on the 
Thai-Burmese border 


or many villagers i in Burma’s Golden 

Triangle the explosion in poppy cul- 

tivation during recent years has been 
a bonanza, bringing a steady cash income 
and access to Western and Chinese-pro- 
duced consumer goods. But in the past few 
months it has meant death, with hundreds 
of villagers killed as upstart groups try to 
muscle in on huge profits long enjoyed by 
the region’s established drug lords. 

Nearly 200 villagers have been slaugh- 
tered in the poppy growing region of 
northeastern Burma, apparently as a brutal 
demonstration of the lengths to which 
opium warlord Khun Sa will go to pre- 
serve his long-standing supremacy. On 9 
February, 61 people were killed when 
troops belonging from Khun Sa's s Mong Tai 
Army (MTA) attacked three villages in the 
Pangtawee area near Langkho in southern 
Shan state. On 20 March, about 112 villag- 
ers were gunned down by MTA troops near 
the town of Mong Hsat. 

Such wholesale butchery by 
Khun 5a may be a sign of alarm: 
each time the Rangoon govern- 
ment reaches an accommodation 
with one of the insurgent groups 
on the border another armed rival 
is created, often eager to get a piece 
of the profits from narcotics smug- 
gling. The new players are chang- 
ing the rules of the game, bringing 
wide new areas into poppy pro- 
duction and establishing a string of 
refineries to process the raw opium 
paste into heroin. 
^. They are also shunning the tra- 
ditional smuggling route through 
Thailand and pioneering new con- 
duits, pushing into India in the 
northwest, south into Laos, Cam- 
bodia and Vietnam and, most dra- 
matically, northeast into the Chi- 
nese province of Yunnan. 

! “With the explosion of drug 
< production in the Golden Triangle 


tion has got out of hand," says a 
Thailand-based drug enforcement 
official. "Before, it was all quite 
simple. Hill tribe farmers grew the 
poppies, merchants connected 
with Khun 5a bought the opium 
and refined it into heroin at the 


ternational crime syndicates smug- | 
gled the drugs through Thailand | 


Singapore 
oo Old routes 
o New routes 


to Southeast Asia, Australia and the West." 

The official continued: "Today, there are 
so many different routes used by rival 
groups and networks and there are no 


clear-cut lines which divide them. Syndi- 
cates buy heroin from two or more rival. 
armed gangs in Burma, which fight each 


other in the hills of the Golden Triangle. 
It's a mess." 

A spokesman for the MTA in the bus- 
ding border town of Pieng Luang does not 
deny Khun 5a's troops were involved in 
the massacre at Pangtawee. The spokes- 
man says the Pangtawee villagers "were 
caught in the crossfire" when MTA troops 
went there to seize the local village head- 
man. He was reportedly connected with à 
new crime gang nicknamed Seu Lai, or 
"the Spotted Shirts" after the camouflage 
fatigues they usually wear, who had been 
buying their opium from Pangtawee. 

In early February, when the opium was 
being harvested, Khun Sa demanded the 


villagers sell to him alone. When the vil- 


lagers ignored his order, Khun Sa appar- 


Growth Triangle 
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t. Thailand 


‘ Old opium growing ar 
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H ently re to malean — d them. 


While the circumstances surrounding 
the Pangtawee massacre are clear, there are 
still some unanswered questions regarding 
the second bout of killings near Mong 
Hsat. Despite convincing eyewitness evi- 
dence placing their soldiers there, for 
example, the MTA simply deny that they 
had anything to do with the massacre. 
"They weren't our troops. We don't know 
where they came from," an MTA spokes- 
man says. 

Whatever the truth, "both massacres are 
a direct outcome of the new, complex and 
highly dangerous situation that has 
emerged in the Golden Triangle over the 
past few years," a Chiang Mai-based ob- 
server says. "Ihere's so much money 
around, so many conflicting and inter- 
twined interests." 

There is, at least, no aeon about 
what is bringing so much cash into the 
area. In February and March this year yet 
another bumper crop was harvested in 
Burma's sector of the Golden Triangle, by 
far the largest single source of opium in 
the world. According to US estimates, 50- 
60% of total supplies of illicit opiates origi- 
nate in Burma, and US figures indicate that 
the production of refined heroin jumped 
from an estimated 53 tonnes in 1987 to 185 
tonnes in 1991. 

The 1992 opium harvest showed a slight 
decrease in the overall acreage 
under poppy cultivation, from 
161,012 hectares in 1991 to 154,915 
hectares in 1992. But, as the State 
Department’s Bureau of Interna- 
tional Narcotics Matters: (INM) 
states in its latest report dated April 
1993: “Since 1989 the Government 
of Burma has reached accommo- 
dations with Wa and Kokang traf- 
ficking groups, offering them lim- 
ited autonomy and development 
assistance in exchange for ending 
their insurgencies.” 

The report continues: “The 
Government in Burma claims these 
accords permit border develop- 
ment programmes designed even- 
tually to end these groups’ reliance 
on opium for their livelihoods. 
They have not reduced overall cul- 
tivation, however; only areas con- 
trolled by the Kachin Independ- 
ence Organisation, which has not 
reached an accord with the BOVEN 
ment, show a decline.” 

The Kachin rebels in the far 
north of the country launched their 
own opium eradication campaign 
in 1991. “They were able to show 
that production could be substan- 
tially reduced even without the 
lavish, expensive and often ineffec- 

/ es, which various 
initiated under 
| auspices in 
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Kokang, the Wa Hills and other former CPB 
{Communist Party of Burma] areas in the 
northeast,” a narcotics official says. The 
INM report adds: “The Kokang Chinese, 
despite participation in government-spon- 
sored development efforts, continue as 
major traffickers.” 

Ironically, some observers express con- 
cern over the future of the Kachin anti- 
drug campaign now since their 8 April 
cease-fire agreement with the government, 
similar to those between Rangoon and the 
former CPB forces. “All other groups have 
increased their production following such 
accords with the government,” a source 
says. 

The INM points out that the accords “ef- 
fectively permit extensive Kokang and Wa 
business activities, at least partly capital- 
ised by drug sales. Burma’s military rulers 
continue to ascribe a higher priority to po- 
litical accommodation with these former 
insurgents than to combating narcotics.” 

If some drug producers have achieved 
quasi-legal status within Burma, however, 
they still face the problem of transporting 
the product to their markets in the West. 
Many of the upstart producers have carved 
out new smuggling routes into China and 


Chinese 
Takeaway 


Yunnan and southern China have 
emerged as major drug markets in their 
own right, as well as transit areas for nar- 
cotics destined for export to third coun- 
tries via ports along the China coast. 
The degree to which the influx of 
drug money has affected politics and so- 
ciety in Yunnan became clear late last 
year when thousands of Chinese troops 
supported by tanks were forced to be- 
siege a border town which had been 
taken over by drug smugglers. 
The Chinese journal People’s Armed 
Police News in its 3 December issue re- 
. ported that a major military operation 
had been carried out against drug traf- 
fickers in southern China for “over two 
months beginning 31 August." The tar- 
get was Pingyuan, a town near the Viet- 
namese border, which served as a major 
smuggling centre for Chinese contraband 





Seidenfaden oncé described as "the 
world's greatest; pedlars, first class 
muleteers and opium smugglers.” Their 

extensive trading networks have domi- 


i Jem uou 


3 JUNE 1993 


India, where the drugs are transhipped 
overseas. Sources say that smugglers are 
also now targeting Vietnam, both as a tran- 
shipment point and for its large market 
potential. 

The official Hanoi daily Nhan Dan re- 
ported on 29 April that apart from locally 
produced opium from Vietnam's north- 
western provinces, "tonnes of drugs are 
clandestinely imported from Laos," result- 
ing in a "very serious situation." Official 
Vietnamese estimates put the number of 
opium addicts in the country at 300,000, 


At work in a Golden Triangle poppy farm. 


nated the region's opium business for 
more than a century, first in Yunnan, 
then in northeastern Burma, and now in 
Yunnan again. 

By 1992, Pingyuan had become “a 
country within the country”, giving safe 
haven to outlaws and bandits from 
across China, according to official Chi- 
nese reports. Thousands of heavily 
armed troops, supported by tanks, even- 
tually moved in. When the fighting, 
which lasted for 80 days, was over, the 
Chinese commanders found luxury vil- 
las, bars and dance halls run by the traf- 
fickers. Among them was Ma Siling, who 
was found living in a fortified villa in 

i despite having been officially 
sentenced to death by a local court for 
drug trafficking. 

Significantly well-placed sources told 
the REVIEW that knowledge of the opera- 
tion in Pingyuan was kept from the low- 
level officials in Yunnan. The net haul 
after the operation: 854 people arrested 
and 981 kilograms of drugs seized along 
with 353 assorted weapons. Over 1,000 
Chinese officers and privates received 
awards for "meritorious service in the 
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with an unknown but steadily increasing 
number of people — mostly city youths — 
addicted to heroin. 

It is also suspected that Vietnam is 
emerging as a new transit country, with 
the port of Danang and Tan Son Nhut air- 
port in Ho Chi Minh City already being 
used by drug traffickers. In January, Viet- 
namese authorities arrested a Malaysian 
citizen who was about to leave for Ger- 
many carrying eight kilograms of heroin. 
In February, a Hongkong resident was ar- 
rested at Tan Son Nhut carrying five kilo- 
grams of heroin. 

“Vietnam shares a sub-culture similar 
to China's with a long tradition of drug 
addiction and organised crime," a narcot- 
ics expert says. "Add the existence of a 
world-wide Vietnamese diaspora since the 
communist victory in 1975, plus the fact 
that many overseas Vietnamese now are 
coming back to their old homeland to look 
for business opportunities, and it's all set 
for the emergence of a new major drug 
empire. 

"Despite a lot of talk on all sides," he 
sighs. ^No serious steps are being taken to 
curb the heroin explosion. It's out of con- 
trol." " 


operation," according to the People's 
Armed Police News. 

While Pingyuan may be the most ex- 
treme example of the new disorder in 
Yunnan, high- and low-level, drugs-re- 
lated corruption is spreading across the 
province. According to one Chiang Mai- 
based businessman who has just re- 
turned from southern China: "Over the 
past few years, Yunnan has become like 
Thailand and Burma. Everything goes. 
All you need is money.’ 

Several Chiang Mai sources name Lin 
Mingxian, a military commander of the 
ex-Communist Party of Burma army, as 
one of the most important heroin traf- 
fickers along the Burma-Yunnan frontier 
today. His connections are impeccable: 
being a former Red Guard from China 
who joined the CPs as a volunteer in 1968, 
he has always enjoyed a cordial relation- 
ship with the Public Security Bureau in 
Yunnan. In Burma, his armed force has 
been officially recognised as a local mili- 
tia under a ceasefire agreement with Ran- 
goon in late 1989. In January and Febru- 
ary this year, Lin was even seen in Ran- 
goon participating in a National Conven- 
tion aimed at drafting a new constitution 
for Burma. 

Lin has been instrumental in building 
up the China trade, often in collusion 
with local authorities. “But the agree- 
ment says for transit only, not for sale in 
China,” a source close to Lin said. 

m Bertil Lintner 
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TRAVELLER’S TALES 


DOUG TSURUOKA 
Kuala Lumpur 





The Russians Are Here, Maybe 


Russian diplomat in Kuala Lumpur 
says it was a case of mistaken iden- 
tity. But even he agrees it caused 


more than a ripple — it was nearly « 
splash. 
For over a month — beginning in 


March — the streets of Kuala Lumpur's 
Chinatown were transformed into some- 
thing resembling the flea markets of St 
Petersburg. Ordinary Chinese street ven- 
dors began to sell not fried noodles but 
Soviet Army binoculars with infra-red 
lenses. Instead of cheap watches from Tai- 
wan, there were tables lined with military 
chronometers emblazoned with the Red 
Army star. Telescopes and cameras 
stamped in Cyrillic script were evident, 
and there was at least one wooden 
“babushka” doll for sale engraved with the 
face of Mikhail Gorbachov. 

The Cold War bric-a-brac is being 
smuggled into Malaysia by "tourists" from 
the former Soviet Union who use the 
weekly Aeroflot flights from Moscow and 
other points to enter Kuala Lumpur. On 
arrival they sell their wares (often at a pit- 
tance) to the nearest ethnic-Chinese mid- 
dleman for hard Malaysian currency. In 
some cases, the items were stolen from 
military stockpiles or purchased on the 
black market in the Commonwealth of In- 
dependent States before being resold in 
Kuala Lumpur. Other items were bought 
off the shelf in Moscow and Tashkent or 
are ordinary personal possessions. 

Aside from dramatising the extent to 
which former Soviet citizens will go to col- 
lect precious foreign exchange, the incident 
is a good example of how things can get 
out of hand. Within a few weeks, the ap- 
pearance of the untaxed Russian goods 
among the fake Gucci bags of Chinatown 
had touched off a lively debate: the Rus- 
sian embassy insisted that the "tourists" 
were not Russians but Muslim Uzbeks 
from the newly independent states of Cen- 
tral Asia, The local press, meanwhile, in- 
sisted that the visitors — who speak a mix- 
ture of Russian and other languages — are 
citizens of the Russian Federation. 

Local newspapers could scarcely re- 
strain themselves. The English-language 
tabloid, The Malay Mail, ran a front-page 
story on 24 March with the lead, “The Rus- 
sians are here! They are in the city — not 
as invaders, but illegally trading in popu- 
lar Petaling Street.” 

Some foreign analysts theorise that de- 
scriptions of the traders as “Russians” in 
Malaysia’s government-controlled press 
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Made in Russia. 


was a deliberate misnomer. They argue 
that Mahathir was on his way to visit 
Uzbek leaders in early April when the dis- 
covery of a new black market in the heart 
of the federal capital provoked a storm of 
popular protest. 

The media exposure did not amuse 
Russian Embassy officials who are in the 
midst of negotiating a sensitive deal to sell 
MiG29 fighters and helicopter gunships to 
the Malaysian air force. “I'm sure there are 
some Russians mixed in with them, but 
most are Uzbeks,” insists a Russian diplo- 
mat, “I saw a newspaper photo of one of 
them wearing Uzbek national dress.” 

The official Russian line is supported by 
at least one trader on Chinatown’s Petaling 
Street. “Ah yes... More Uzbek less Rus- 
sian and even some Kazakhs from 
Kazakhstan,” says a Chinatown stall 
owner, who also says there are some relics 
mixed in with the Russian products. “This 
one from 1938,” he muses, holding up a 
pair of battered Red Army field glasses. “It 
was used during World War II — at 
Stalingrad." Other items are just cheap 
junk. One watch (of the Mickey Mouse va- 
riety) was stamped "Made in the USSR,” 
and commemorated Operation "Desert 
Shield-Desert Storm." 

One can hardly blame the Russians . . . 
or Uzbeks . . . or whatever they are — for 
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plying their trade. Local moneychangers 
say that one US dollar fetches as much as 
750 Uzbek roubles on the Central Asian 
black market. With the Malaysian ringgit 
now trading at a high of M$2.50-2.60 to the 
greenback, Kuala Lumpur is an ideal place 
to collect strong foreign currency. 

The Chinese middlemen who bought 
and resold the goods are also happy. Black- 
market sources say the Soviet-style watches 
— which were smuggled into the country 
in suitcases and knapsacks — could be 
bought for as little as M$15 each, with a 
pair of binoculars going for M$50 to M$75 
each. The watches later fetched a street 
price of M$50-60, while field glasses with 
carrying cases are resold for M$100 or 
more. 


n the other hand, no one can blame 
the Malaysian authorities for being 
upset. Economists estimate the gov- 
ernment loses countless millions in rev- 
enue each year from such untaxed “im- 
ports.” Chinatown already has a thriving 
trade in counterfeit designer jeans which 
are regularly smuggled across the border 
from southern Thailand. In some cases, the 
traders simply place their orders by tele- 
phoning corrupt officers in the Thai army. 

Raids by consumer officials in China- 
town since the story surfaced drove much 
of the trade in Russian goods under- 
ground, Some shops now hide the items 
marked “Made in the USSR” and only 
show them on request. The alleged “Rus- 
sians” have also disappeared. 

But the sudden disappearance of the 
“Russian” tourists in Kuala Lumpur also 
brought fundamental supply and demand 
factors into play: the price for a new pair of 
Russian binoculars rose from M$100 to 
M5160 in less than two weeks. 

No one expects to see a Russian-made 
T54 tank rumble down the streets of Kuala 
Lumpur anytime soon. But the flotsam and 
jetsam from the Cold War which has al- 
ready washed up in Malaysia should not 
be underestimated. It is the tip of a more 
dangerous trade in old Soviet military gear 
which is already springing up in Asia, 
Africa and the Middle East. "The whole 
international security system has to be re- 
assessed," warns a Western security spe- 
cialist in Kuala Lumpur, "Drugs, guns — 
other illegal stuff — the whole southern 
belly of mother Russia has opened up." m 


Doug Tsuruoka is a Review correspondent in 
Kuala Lumpur. 


3 JUNE 1993 


Feel the 
Grand 
Hyatt 


Taipei. 


A location 
that puts you ina 


premier position. 


An atrium of 
light that heralds 


your arrival. 


Facilities to 
spotlight your 


finest performance. 


In settings that 
add drama to 
inspiring 


mountain views. 


Feel the 


Hyatt Touch. 


& 3k W *X A th JE 


HYATT 








SE 2 


į 


A dig at the gerontocracy now s in Peking; detail from Bird Men playbill. 


Shaking the Cage 
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Feathers fly as Bird Men pecks away at Chinese orthodoxy 


By Lincoln Kaye in Peking 


s any Chinese bird fancier knows, 

to keep your pets happy and lim- 

ber, you have to give their cage a 
thorough shaking from time to time. Chi- 
na's most prestigious state-run drama 
troupe, the Peking People's Art Theatre, 
has shaken up the cage of communist cul- 
tural orthodoxy with a multi-edged satire 
that features Peking bird fanciers as the 
ostensible subject. 

Ex-journalist Guo Shixing's original 
script had called for the stage to be 
screened with a set of bamboo bars as 
though the audience were encased in a gi- 
ant bird cage. The plan was abandoned, 
Guo explains, because it would have been 
"too complicated and expensive." Perhaps 
a bit too pointed as well, in a polity where 
proponents of conservative gerontocrat 
Chen Yun's “bird-cage economy" still re- 
tain plenty of residual influence. 

With its dialect puns and its acid 
caricaturisation of familiar urban types, 
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Guo: multi-edged satire. 


Guo's script fits snuglv into the tradition of 
Peking "slice-of-life" dramas by such early 
20th-century authors as Cao Yu or Lao She. 
Such works, beloved by communist man- 
darins for their criticism of the pre-Libera- 
tion "old society," form the core of the Peo- 
ple's Art Theatre repertory. 

But Bird Men is the first new offering in 
this vein for years — arguably for decades. 
REVIEW 


ERN ECONOMIC 


And, with his up-to-the-minute patois and 
his topical barbs, Guo turns the jaundiced 
gaze of the Peking panorama genre 
squarely upon the current dispensation. 
Not that there is much in the script that is 
overtly political. No leaders are mentioned 
by name, no allusions to Tiananmen, not 
even a passing anodyne reference to “re- 
form and opening." 

Still, Guo finds in his park-bench gag- 
gle of bird fanciers a potent allegory for the 
old men currently in charge of China. And 
he collides them with a fanciful trio of for- 
eign-trained True Believers — a Freudian 
shrink, an ornithologist and an animal- 
rights activist — who typify the trouble- 
some barbarians that presume to snipe at 
the Peking leadership. 

The name of the game among all of 
these characters is one-upmanship. The 
bird men try to outdo each other in train- 
ing their pets to imitate the cries of a pre- 
scribed set of other animals in a fixed se- 
quence. 

This routine is a decadently formalised 


a, 


and cruelly coercive legacy of the eunuch- 
ridden Qing Dynasty imperial court. The 
“hundred cleverness” (bai ling) birds will 
mimic any sound they hear, so they must 
be rigidly disciplined to perform only the 
ordained impersonations. 

The “foreigners” are equally absorbed 
in trumping the bird men and each other. 
Dr Chen, the ornithologist, floors them 
with his pedantry. The animal-rights activ- 
ist, Charlie, hounds them with truculent, 
obstinately repetitious questions. Owlishly 
observing from the sidelines, the overseas 
Chinese psychologist, Paul Ding, has a pat 
Freudian explanation for everybody else's 
foibles. 

With such psycho-babble, Guo manages 
to keep his audience laughing for a full 
three scenes without intermission — no 
mean feat for such a prosy and action- 
starved script. 

The play sold out its entire two-week 
run on its opening day and had to be ex- 
tended for another fortnight, something of 
a record for a first-run play in Peking. And 
even after the number of performances was 
doubled, scalpers were hawking 
tickets on the steps of the theatre 
for up to Rmb 100 (US$11), more 
than 12 times the box office 
price. 

Much of the credit for Bird 
Men's audience appeal is due to 
the production. Guo is helped 
along by first-rate performances 
that avoid the temptation to up- 
stage one another. Kudos for the 
faultless pacing of Bird Men 
must also go to director Lin 
Zhaohua, whose earlier tri- 
umphs include last year's dar- 
ing Romulus the Great. 

Then, too, the ingenious 
montage a revolving stage 
full of cage-festooned tree trunks 
against a shifting cyclorama 
backdrop — keeps the produc- 
tion visually lively without 
breaking the flow for elaborate 
set changes. But still, it is Guo's wild juxta- 
positions of characters that mainly engage 
the audience. 

Scene one sets the dissonant tone. The 
stage personae are on such different wave- 
lengths that they talk right past each other, 
leaving the audience to catch the incongrui- 
ties on the fly. San Ye, the most accom- 
plished trainer, keeps court in a Peking 
park. Fatty, a would-be disciple, gets 
grilled on bird lore. Chen and Charlie pat- 
ronise the bird men and Ding recruits a 
migrant peasant girl from Anhui as a nurse 
for the "Bird Man Rehabilitation Clinic" he 
means to set up. 

The scene ends when à passing canary 

^pollutes" one of the prize mimic birds 
with its vulgar song. The outraged bird 
owner slaughters first the offending canary 
and then his own debauched pet before 
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dving of apoplexy. 

Charlie is unperturbed by the death of 
either the bird man or the canary: "not pro- 
tected species." But he is outraged at the 
murder of the “hundred cleverness” bird 


— a veiled diatribe at the moral triage of 


Western human-rights mongers? 

By scene two, Ding's al fresco clinic is 
already up and running. He lures the bird 
men with lavish US-bankrolled subsidies 
for their bird seed. His Anhui nurse has 
transformed herself from a shy and dumpy 
rustic into a gym-suited New Age aerobic 
cheer-leader. She and Ding put their “pa- 
tients” through a regimen of group hypno- 
sis, encounter sessions, psycho-dramas and 
free-association monologues. 

From these exercises, Ding divines that 
San Ye is a textbook case of compulsive 
anality, clinging to contrived standards of 
discipline in the face of an unwelcoming 
world, Trained as an actor for “painted 
face" roles — judges and generals — in 
traditional Peking operas, San Ye's stage 
career was foiled by the decline of audi- 
ences in post-Liberation China. Now, he 





A scene from Guo's Bird Men. 


can only compensate by formalistically tor- 
menting caged birds, Ding glibly explains. 

As for Fatty, the slavish disciple, under 
Ding's hypnosis it comes out that he was 
abandoned in childhood by his father, an 
opera actor. The psychologist promptly 
pronounces Fatty's bird hobby to be à 
quest for a father substitute. But, in a love- 
hate relationship like this, it would not take 
much for the acolyte’s attachment to turn 
mu rde rous. 

San Ye, appalled by Ding's analysis, 
turns tables on the psychiatrist. Decking 
himself out in full "painted face” regalia, 
he recruits the bird men as court retainers 
to stage an impromptu trial scene in the 
park. The style and language are in the 
mannered mode of I 'eking opera. The de- 
fendant is Ding. 

The psychiatrist enters into the charade 
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with an indulgent chuckle but is soon re- 
duced to simpering confessions by the 
forthright application of such Chinese psy- 
choanalytic tools as the quarter-staff and 
the shinbone-crusher. Thus primed, he con- 
fesses to a multitude of Freudian sins: pro- 
jecting his own traits onto others and vo- 
veuristically fulfilling his fantasy life. 

"Why do you follow the precepts of a 
dead sage?" San Ye demands. "So why 
does your honourable country revere the 
tenets of Marx and Lenin?" the shrink re- 
torts. "Don't drag good people into this," 
thunders the judge. 

Just as Ding is due for another drub- 
bing, Charlie bumbles into the cross-fire. 

“Milord,” warns Fatty, "can you beat your 
'child' before a guest?" Ah, ves, a matter of 
face. But no problem for San Ye. He simply 
orders the animal-rights advocate to "go 
back to your barbarian tribe and tell your 
wolf-kings not to meddle in the affairs of 
our Middle Realm. Or else Ill turn you, 
too, into taxidermy!” 

And, as Charlie is bundled off-stage, the 
judge strokes his horse-hair beard and cuts 
loose with an exaggerated Pe- 
king opera laugh — in which the 
audience joins, night after night, 
as though sharing San Ye's relief 
at the vindication of jurispru- 
dence with Chinese characteris- 
tics. 

Well, that is one way of inter- 
preting the script, admits Guo in 
an interview, though by no 
means the only one. You can 
view Bird Men as an allegory or 
a farce, a social commentary or 
just a fantasy about birds. It all 
depends upon what you bring 
to it. 

All interpretations are cor- 
rect, he seems to imply; all are 
intended and all inseparable 
from each other. Chain-mail de- 
fensive writing. No wonder the 
censors cannot find a crevasse to 
slip in their scalpels. 

A tiny, moon-faced, bearded man in 
denim jerkin and jeans, Guo speaks with a 
gravity and circumspection at odds with 
the manic witticisms of his stage dialogue. 
He is a stickler for detail. For Bird Men, he 
apprenticed himself to a pair of bird train- 
ers who in turn learned their lore from old 
palace eunuchs. 

In the last scene of Bird Men, after the 
Peking opera crowd disperses, the stage is 
left to the lone canary owner of the first 
scene. Filled with remorse that his pets 
should have precipitated the death of the 
apoplectic bird man, he decides to free his 
canaries en masse — only to find that he 
cannot. “Strange,” he muses. “You open 
the door and they still won't fly away." 88i 


Lincoln Kaye is a Review correspondent in 
Peking. 
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Let One Hundred Trees Bloom 


Environmental Policy in China by Lester 
Ross. Indiana University Press, 
Bloomington, Indiana. US$39.95 

Forests and Forestry in China by S. D. 
Richardson. Island Press, Washington, D.C. 
LIS$19.95. 


Over the past 30 years, the land- 
scape of China has suffered assault by in- 
creases in both human population and 
industrial production. These twin forces 
have been particularly damaging to Chi- 
na's forests. China is a forest deficit nation, 
with only 0.12 hectares of forest per capita, 
compared to the world average of 1.1 
hectares per capita. As recently as 1979, 
wood provided over 35% of the energy 
necessary for daily life in China. Chronic 
shortages of wood continue to cause vil- 
lagers throughout the country to destroy 
forest resources, compounding problems of 
soil erosion and soil nutrition. Although 
central planners in the early 1960s believed 
that China would be self-sufficient in for- 
est products by the year 2000, imports of 
these products rose dramatically to 10 mil- 
lion cubic metres by 1985. Such trends con- 
tinue unabated today. 

In Environmental Policy in China, Lester 
Ross considers China's environmental 
policies by focusing on forest manage- 
ment. Ross argues that bureaucratic plan- 
ning and campaigns of mass exhortation 
have been ineffective in attaining the 
stated goal of sustained-yield forestry. 
Market reforms, Ross suggests, now offer 
hope for the protection of China's forest 
land. Although Ross's main objective is to 
give an historical account of modern Chi- 
na's environmental policies, a strong un- 
dercurrent is his attempt to reconcile the 
notion that self-interested markets tend to 
work against the public good of environ- 
mental quality. 

Ross details the historical antecedents 
to current environmental policy questions. 
With regard to forestry, he explains how 
land reform in the early 1950s asserted 
public ownership over forests and other 
natural resources. Even then, however, “ru- 
ral cadres in many instances encouraged 
unsustainable high levels of logging to pro- 
vide their newly organised collectives with 
windfall profits." 

Ross argues that the Chinese Govern- 
ment has been unsuccessful in managing 
forest resources because of problems inher- 
ent in centralised planning. Under the cur- 
rent timber pricing system, for example, 
the official price of timber is often one tenth 
of the black market price. Furthermore, the 
largest-use category, locally-consumed tim- 
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ber, is completely absent from planning 
equations. 

Ross extensively analyses China's new 
marketplace approaches to forestry, includ- 
ing the ownership of private hillsides and 
the contract responsibility system in which 
collectives retain ownership of forests but 
contract with households to manage those 
forests. These are positive developments, 


Burnt-out landscape in Southwest China. 


Ross claims, because they forge "direct 
links between responsibilities, rights, and 
rewards." Ross admits that uncertainty 
over the stability of economic reforms is 
the most critical obstacle to improving Chi- 
na's forestry resource base. 

In Forests and Forestry in China, S. D. 
Richardson, a fellow at the East-West 
Center in Hawaii, offers a different view. 
Richardson agrees with Ross that market 
forces can have a positive effect on forest 
resources, but contends that China's cur- 
rent economic reforms promote poor man- 
agement. Richardson's book is a compan- 
ion volume to his Forestry in Communist 
China, written after an extensive tour of 
China in 1963, when he saw "little of the 
damage done to ecosystems and the 
eager disregard for simple conservation 
that post-Mao economic change has trig- 
gered." 

Richardson argues that inadequate 
misguided government regulations, "all 
carrots and no sticks," prevent specialised 
households and the contract responsibility 
system from achieving forestry policy 
goals. Competition between specialised 
households growing tree seedlings for re- 
forestation plantings takes the form of the 
destruction of neighbours' stock, rather 
than the growth of better seedlings. Local 
officials set up companies to buy local tim- 
ber, and then manipulate the issuance of 
felling licences to force villagers to sell on 
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the cheap. 

Richardson contends that central 
planning is often beneficial to forest 
management. There have been problems, 
certainly, due to bureaucratic inflexibil- 
ity and inadequate resources (notably en- 
ergy supplies) allocated to carry out cen- 
tral planning edicts. Still, though decen- 
tralisation and the market can increase 
efficiency in some forestry sectors (in 
agroforestry and stand-alone village saw- 
mills, for example), economies of scale 
are essential in other sectors (such as paper 
mills, with their attendant pollution). 
Richardson argues that the long-term plan- 
ning associated with forestry makes central 
planning essential for 
rational resource use. 

Richardson is par- 
ticularly adept at wind- 
ing his way through the 
maze of apparent con- 
tradictions contained in 
different reports on the 
same subject. It is diffi- 
cult, however, to iden- 
tify Richardson's in- 
tended audience. Many 
chapters are heavy with 
dry descriptions of 
vegetation types, soil 
types, and brand-name 
forestry equipment, 
information that is of 
interest only to the 
professional forester. 

Both books provide strong analyses of 
environmental policy in China, and offer 
insights into the environmental problems 
the country is currently facing. In the next 
few decades, the environment is destined 
to play a major role in China's domestic 
policy agenda. m R. Craig Kirkpatrick 
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R. Craig Kirkpatrick is a researcher with the 
Graduate Group in Ecology at the University 
of California, Davis. 





Green Blackened 


The Violence of the Green Revolution: 
Third World Agriculture, Ecology and 
Politics by Vandana Shiva. Zed Books, 
London. £29.95, US$49.95. 


In her first book, Staying Alive: Women, 
Ecology and Development, Vandana Shiva, a 
leading Indian ecologist, depicted the 
symbiotic relationship between women 
and nature in what she called “a world 
threatened by the homogenising thrust of 
modernity.” In this, her second book, she 
develops the argument that our alienation 
from nature and perception of nature 
solely as a source of raw material and 
profit is the cause of the polarisation of 





3 JUNE 1993 









a.says, to reconsider the 


tern models of develop- 
ment, su een Revolution, for the 









Third © ises. India's strife-torn 
Punja idy to show how 









the. nce lauded as a 
har nly led to scarcity 
and 


















iew, the Sikh separa- 
Punjab and the con- 
may appear to be of 
piration, but these 
za consequence of 
e Green Revolution. 

assumption of the 














Green KR - a capital-intensive 
method g a high-yield variety of 
grain qui Shiva points out, was that 

n of agriculture was pos- 


or all. As a result, mar- 
lame ti the focal point. It 
only two crops — 
seeds required 
ticides and ir- 






















rigation. T Revolution not 
only deple rth but by encourag- 
ing monocul fed out of existence a 
host 'umes that provided 


ants, fodder for 


ous: social and political problems at the 
door of the Green Revolution. She says that 
the search for material prosperity through 
a centrally controlled monoculture tends to 
exclude autonomy, tolerance and diversity. 
The Indian Government's control over the 
inputs — from fertiliser to water — re- 
quired by the Green Revolution has only 
exacerbated tension between the states and 
the centre. 

In the Punjab the problem is further ag- 
gravated by the fact that the ruling Akali 
party is seen as the voice of the Sikhs. Ag- 
ricultural policy decisions made in New 
Delhi regarding the allocation of water or 
fertiliser subsidies are not only politicised 
but also communalised. The Sikhs see the 
attempt to deprive them of their fair share 
as the result of religious prejudice. Accord- 
ing to Shiva, the question is one of the cen- 
tre run by a Hindu majority party trying 
to wipe out or level off a minority com- 
munity. 

In her passionately argued and well- 
documented book Shiva tends to be repeti- 
tive. By denouncing the Green Revolution 
as à political and technological fiasco, she 
minimises other important factors behind 
the fractious situation in Punjab. 

On a broader level Shiva raises valid 
questions about the Green Revolution but 
does not offer practical solutions. How 
would a government functioning in à 
world dominated by the market step aside 
and yet manage to feed its growing popu- 


lation with a time-honoured but low- 
yielding method of farming? How does a _ 


government meet the needs of a people 
trapped in subsistence farming and an au- 
tarchic economy? Gandhi's spinning-wheel 
might have been a pointed symbol that 
fired the imagination of the Indian masses 
against the British colonisers, but is it an 
effective way of clothing a huge popula- 
tion? il Geetanjali Singh 


Geetanjali Singh is a freelance writer based in 
Hongkong. 





How to Bow 


When Business East Meets Business West: 
The Guide to Practice and Protocol in the 
Pacific Rim by Christopher Engholm. John 
Wiley, New York. US$14.95, 


When Steve Jobs, co-founder of Apple 
Computer, visited the offices of Epson in 
Japan, he was delayed in traffic and what 
was to have been a two-hour trip became 
an eight-hour ordeal. Jobs was furious, and 
his first act upon arrival was to demand 
food. He then accompanied the president 
of Epson to the boardroom where the lat- 
est products were displayed. Turning to 
the president, he said, "This is shit. Don't 
you have anything good?" 

Jobs is not the only one who should 
read this guide. Christopher Engholm esti- 
mates that only one in 25 negotiations be- 
tween North Americans and Japanese is 
successful, and that most fail due to avoid- 
able intercultural impasses, cultural insen- 
sitivity and impatience. 

Engholm, who specialises in facilitating 
US business ventures in East Asia, pro- 
vides dos and don'ts for Americans doing 
business or socialising with people of five 

“realms” within the Pacific Rim: Confucian 
(China, Hongkong, Korea, Taiwan, Singa- 
pore); Japan; Muslim Asia (Indonesia, Ma- 
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do, they want results right away.' 


QM Ue Buddhist Asia (Thai- 
land); and the "Catholic Corner" (The Phi- 
lippines). : 

Anyone with more than a superf j 
knowledge of the region will probably fin 
the cultural descriptions overly brie 
simplified. For example, part one pro 
brief “cultural capsules” for each cout 
(no history, no coverage of business organ 
sation, regulations or law) and “Six Com: 
mandments of Asian Commercial Prac- 
tice." These are: the collective comes first; a ^ 
social rank and station for every person; let 
there be harmony; no person shall "lose . 
face;" relationships first — business later; ` 
the rules of propriety and ceremony shall 
prevail. 

Subsequent chapters delve deeper into - 
such topics as making a first impression, 
verbal communication, body language, 
bargaining tactics (based mainly on bingfa 
texts such as Sun Tzu's Art of War). and 
how to respond to them, eating, gift gi 
ing, ceremonies, and hosting an Asian de 
gation. There is even a chapter on singin ; 
and drinking and another on love and sex. 
Further sections cover Westerners marry- | 
ing Asians (an excellent way of building |: 
business relations), how to use a toilet, how. = 
to take a bath, which airlines to avoid and. 
how to cope with Asia-shock. Additional | . 
features include a cultural literacy quiz, an 
Asian cities "livability" index and a list of 

safe conversational topics. 

The many anecdotes and proverbs 
make some telling points. Some Asians =< 
think Americans are too much in a hurry 
to finalise deals without effort; as one 
Hongkong businessman put it, they're... 
“McDonaldised.” "Whatever they want to. 
‘Oras 
another complained, more picturesquely, — 
“Too many North Americans take the 
‘seagull approach’ in Asia. They send. a > 
marketing guy who flies over here, soils 
up the coast, and then flies away." LES 

A lot of advice is straightforward: em- 
phasise hierarchical status differences in. 
your organisation when meeting with 
Asians; do not introduce contracts and law- 25 
yers until the final phase of negotiations; — 
do not assume that your Japanese secre- 
tary is romantically inclined when she- 
presents you with a box of chocolates on- 

Valentine’s Day; realise that culturally ac- 
ceptable replies to everyday questions are — 
often 180 degrees apart. For example, “Are 
you hungry? is answered “I'm starving” | 
by a Westerner, but by “No, I’m not really 
hungry!” by an Asian. 

In short, this is a good first guide to 
etiquette in Asia, but if one is spending 
more than a few days in a country, one 
should quickly delve deeper into local Lu X 
tory, culture and business practices. .. 

E Alain D ssair 
















































Alain Dessaint is a social anthropologist wh : 
has worked in Thailand, Indonesia and Japa 
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The challenge is to avoid another ‘bubble’ 


By Anthony Rowley in Tokyo 
ince the Japanese “bubble econ- 
omy” burst, the chief preoccupa- 


S tion of politicians, bureaucrats 


and businessmen has been how to get 
growth back on track. 

And since external pressure has 
pushed Tokyo in this direction too, it 
brings into focus the danger that the im- 
portant debate on whether and how Ja- 
pan ought to reorientate its basic eco- 
nomic strategies for the future has been 
pushed to the sidelined. 

Many important issues have been put 
on hold, ranging from what the Nomura 
Research Institute (NRI) chief economist 
Hirohiko Okumura says is a need for 
Japan to “reform many of its business 
customs” to the revamping of the indus- 
trial structure which Sanwa Research In- 
stitute deputy president Kazuaki Harada 
believes is necessary. 

It often appears that Japanese policy- 
makers — aided and abetted by the US 
and Europe — are intent on nothing so 
much as re-creating the disastrous bub- 
ble economy. They have crafted a sce- 
nario that is in many ways reminiscent 
of 1986-87 when that bubble was born 
and asset inflation really took off. 

Monetary policy has been eased to the 
point where official and market interest 
rates are back to their 1986 lows, fiscal 
stimulus is being applied even harder 
now than it was then, the Japanese yen 
is once again surging to new highs and 
external pressure for Japan to boost its 
import demand is back. In 
short, most of the elements 
are in place for another 
boom. 

What restructuring is 
going on — a rationalisation 
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Uncen priority for Miyazawa. 


many economists agree is Japan’s poten- 
tial long-term rate of between 3.5-4% a 
year in real (inflation adjusted) terms has 
become an urgent priority for Prime 
Minister Kiichi Miyazawa’s government. 
The ruling Liberal Democratic Party and 
concerned ministries have opted for a 
target of 3.3% or bust in fiscal 1993. 

But some economists believe that a 
period of sub-potential growth is needed 
now for the economy to adjust back to 
its long-term trend. So far, the economy 
has had only one year — fiscal 1992 
when it grew by 1.6% — to make such 
adjustments. 

Money supply surged to double-digit 
annual growth rates during the bubble 
economy years, only to begin decelerat- 
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ing rapidly after 1989 when the present 
Bank of Japan governor, Yasushi Mieno, 
took office — and also took fright at Ja- 
pan's runaway inflation in land and 
stock prices. Money supply continued to 
contract right up to February of this year 
when a minor turnaround was observed. 

NRI's Okumura estimates the excess 
money supply creation at roughly ¥50 
trillion (US$450 billion) during the bub- 
ble economy years from 1987-91 — 
which is equal to more than 10% of Ja- 
pan's annual GDP. Around a half of this 
excess money now shows up as non-per- 
forming loans on the books of financial 
institutions, says Okumura. If Japan 
succeeds in reactivating its economy 
now, "it would not be unnatural for asset 
values to begin rising again," he adds. 

Japanese officials have been criticised 
for failing to appreciate the extent to 
which ballooning stock and land prices 
during the late 1980s were a monetary 
phenomenon. And they failed to see the 
dangers of an implosion that would react 
savagely on the real economy (via the 
banking system and through the so- 
called “wealth effect") once the money 
bubble burst. Even now Finance Minis- 
try officials argue that currently “low” 
asset prices — they are broadly back to 
their 1985 levels — will prevent a recur- 
rence of the bubble. 

The clamour among Japanese politi- 
cians and businessmen to get the official 
discount rate back down at least to its 
1986 level of 2.5% — which 
it reached at the beginning 
of this year — appears to 
have overwhelmed any ves- 
tige of resistance by Mieno, 
who has now joined the 
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of production by Japanese 
car, electronics makers and 
others plus some white- 
collar staff retrenchment by 
the nation's 50 largest com- 
panies — is more an expedi- 
ent response to recession 
than a serious attempt to re- 
model the economy for the 
future. 

The dangers are that at 
least some past mistakes will 
be repeated and that needed 
reforms will be delayed. 

Restoring growth to what 





year-on-year FY '91 FY '92 | FY ' 
Re | 3a] 15] 28 | 23 32 
Personal spending | 26| 14| 3.0 | 25| 34. 
Housing investment | -122| 09| 34 | 47| 20 
Private capital expenditure} 2.7| -4.7 | -1.0 | -2.9 | 1.0 
Public investment | 67| 13.9] 88 | 95 |81. 
Current balance (US$ bilion) | 90.2| 124 | 128 | 63 | 66- 
Trade balance (US$ billion) |113.7| 134 | 139 | 70 | 69 - 
Industrial production — | -0.6| -5.9| 1.7 | 1.3 | 4.9 | 
Consumer priso —— | 28| 15] 13 | 1 | 19. 


Source: Sanwa Research Institute 
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ranks of those stressing the 
need for economic recovery. 
Meanwhile there are 
signs that a sea of money 
which was diverted from 
the Japanese stockmarket 
into the short-term call mar- 
ket is beginning to flow back 
to the stockmarket. This 
money may well begin to 
bolster land and real estate 
prices — which fell by any- 
thing from 10-50% after the 
bubble — before long. 
Apart from the flood of 
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money ‘into. shorten interbank mar- 
kets, another factor distorting Japan's 
money supply over the past couple of 
years or so has been a deluge of funds 
into the national postal savings system. 
Hitotsubashi University's Noguchi sees 
this as one chief reason why for the past 
year or so only one third ‘of the funds 
being saved by a still thrifty Japanese 
public have flowed back into investment 
and consumption — and why the money 
supply is so stagnant. 

Analysts say there is a danger that if 
the overall flow of funds within the 
economy is not properly balanced, inter- 
est rates may have to be driven down 
further to levels that court inflation, in 
order to get the economy moving again. 

Japan’s normally cautious finance 
ministry has lately endorsed the need for 
Japan to achieve official growth targets 
and has produced a couple of large fiscal 
packages — totalling some ¥24 trillion 
since August 1992 and representing by 
far the biggest dose of Keynesian stimu- 
lation ever applied to the nation’s 
economy. All this is running in tandem 
with quite drastic monetary easing. 

But with money supply beginning to 
pick up again in Japan and commercial 
banks more comfortable about lending 
as a rising stockmarket improves their 
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capital situation, private sector activity | 


may well revive before a planned pro- 
gramme of private sector involvement in 
public works gets under way fully. 

If the recent indications of a firming 
economy —- higher car and electronics 
sales, reduced inventories and modestly 
increased industrial output — do signal 
a restoration of 3.5% annual economic 
growth in Japan by the second half of 
fiscal 1993, then improved physical and 
social infrastructures may not be the only 
victims of renewed prosperity. 

Pressure for other fundamental re- 
forms may abate, says Okumura at NRI. 
He cites, for example, the perceived need 
for Japan to reform its lifetime-employ- 
ment system, its keiretsu system of inter- 
locking business relationships and its 


Cost structures. - 


Noguchi points also to what he sees 
as the need for Japan to move further 
into higher value-added industries, 
leaving its Asian neighbours to concen- 
trate on lower technology areas. In- 
creased productivity too is essential in 
order to counter Japan's decreasing 
worktorce due to its ageing population, 
he says. 

Fundamental retorms appear to have 
become a casualty also of the approach 
by Japan's principal trading partners — 
the US especially — towards rectifying 
bilateral trade balances. Exchange rates 
and mutual trade targets are being em- 
phasised at the expense of removing 
structural impediments to imports in Ja- 
pan and of reforming cost structures. W 
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Yen Not to Import 


he strong-arm tactics being em- 
ployed by the Clinton administra- 
tion against the yen are reminis- 
cent of those used at the time of the Plaza 
Accord in 1985. This resulted in the so- 
called endaka (high-yen) phenomenon 
and in what many saw as a consequent 
need to counter deflationary tendencies 
with policies that led to Japan’s runaway 
bubble economy. 
This approach was designed also to 


reconcile the anomaly of a Japanese cur- 


rency which appears to be undervalued 
to its trading partners yet greatly over- 
valued in terms of what it actually buys 
in Japan. On a purchasing power parity 


| basis which compares an international 
| basket of goods, the ven's current ex- 


change rate to the dollar should be 
around 180 instead of 110. But such 
things have been lost sight of in the cur- 
rent drive to force the yen up and the US 
deficit with Japan down. 

The yen’ s exchange rate has risen by 
around 12% over the past three months 
— something which introduces addi- 
tional complications into Japan’s efforts 
to invigorate and reorientate its econ- 
omy. 

This could also render companies 
more cautious about resuming capital 
investment and about the levels of em- 
ployment they can afford to maintain. 
Such factors are likely to depress domes- 
tic demand in Japan and may actually 
reduce demand for imports. 

Various factors tend to negate any 
simple assumptions about the impact of 
exchange rate movements on Japan’s 
trade and current account balances. Two 
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of the most important are: the very high 
levels of overseas manufacturing by 
many of Japan’s leading “export” indus- 
tries and the relatively small use of the 
Japanese yen in the nation’s international 
trade transactions. 

After the yen more than doubled in 
value between 1985 and 1991, a very 
large proportion of car and consumer 
electronics production was moved off- 
shore to low-cost areas of Asia to restore 
the international competitiveness. 

Another frequently overlooked factor 
influencing Japan’s overall balance of 
payments is the very substantial sums 
the nation earns on its overseas direct 
and portfolio investment. This surged 
from US$1-23 billion annually between 
1980 and 1990 and is estimated by the 
OECD to reach around USS60 billion by 
1995 —- equal to more than half of the 
current account surplus at today’s 
levels. 

Of that part of Japanese production 
still carried on at home and which is ex- 
ported, slightly under 40% is denomi- 
nated in yen, according to the Nomura 
Research Institute. Within this total, most 
of the yen-denominated trade (over 50%) 
is carried on with Southeast Asia. 

Only 16.5% of Japan’s direct exports 
to the US (including cars) are denomi- 
nated in yen with the other 83.5% in 
dollars. A much higher (42%) of Japan's 
exports to Europe are denominated in 
yen. Worldwide the yen is used to de- 
nominate only 15.5% of Japan’s total im- 
ports. The impact of exchange rate move- 
ments has to be considered in the light of 
these patterns. u Anthony Rowley 
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resources and underscoring NKK's commitment to 
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Choices for Japanese consumers are limited. 


The Export Culture 


By Louise do Rosario in Tokyo 


very Japanese child at primary 
school has one fact dinned into its 
mind: “Japan is a small island 
country with few resources. We must ex- 
port to survive. Our country lives on 
trade.” 

And this message continues to assert 
a powerful influence on the nation even 
when it is no longer seen by the rest of 
the world as small or vulnerable. The 
obsession to export has led to the mas- 
sive trade surplus that has not shrunk 
despite numerous efforts to have Japan 
import more and to move production 
overseas. 

For a while in the late 1980s, the trade 
surplus shrank slightly as Japanese firms 
were temporarily distracted by the 
booming domestic market. But as con- 
sumption dropped off at home, corpo- 
rate Japan rushed back to what it has 
long been taught as the best recipe for 
survival: export. 

As a result, Japan’s trade surplus hit 
its new record, US$132.6 billion in 1992, 
double the amount in 1985. This is de- 
spite a nearly 100% appreciation of the 
yen during this period; in addition Ja- 
panese firms are exporting more still un- 
der the names of other countries where 
they have set up offshore manufacturing 
plants. 

The extraordinarily large trade sur- 
plus has re-emerged as the most visible 
target for critics, after assuming a lower 





profile in the late 1980s. 

What irritates the world most is that 
Japan continues to keep its markets 
closed, depriving its trading partners of 
a chance to play on a level field. 

But it also means that the Japanese 
people themselves are not getting the 
cheapest and the best products available 
in the world. In essence, Japan is devot- 
ing more resources to exports, at the ex- 
pense of consumption and economic 
welfare at home. 

“The resultant excess savings are fine 
for providing for a rainy economic day, 
but less defensible if they have no clear- 
cut purpose,” according to Douglas 
Ostrom, a researcher at the Washington- 
based Japan Economic Institute. “Litera- 
ture is full of King Midas figures who 
found that accumulated savings ben- 
efited them little in the end.” 

The Japanese themselves feel that 
such a one-way tilt in Japan’s favour is 
not sustainable politically. “The surplus 
is too big. It is quite reasonable that the 
US should complain about it,” notes 
Kazuaki Harada, deputy-president of the 
Sanwa Research Institute. A more appro- 
priate level for the surplus, he argues, is 
about US$90 billion currently. 

Bringing down the soaring surplus to 
this level will not be easy. “Many coun- 
tries want to buy advanced technology 
from Japan, even at a high price,” says 
Harada. Japanese goods are getting bet- 
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ter and better, thanks to the heavy 
spending on investment in the last few 
years to improve quality, he adds. 

Politicians seeking a quick fix are talk- 
ing up the yen as one way to blunt Ja- 
pan's export competitiveness and narrow 
the trade gap, at least temporarily. Others 
in the US administration have called for 
a quantitative target to reduce the sur- 
plus within a certain period — an ap- 
proach Washington is using to secure a 
share of Japan's semi-conductor market. 

But there are better ways to channel 
Japan's industrial competitiveness and 
restrain exports at the same time, econo- 
mists argue. One is to increase invest- 
ment overseas, a task which Japanese 
firms need to do more to help establish a 
new framework for their trade. Offshore 
plants help to create jobs and stimulate 
consumption overseas and are generally 
welcomed by recipient countries. 

Harada notes that 24% of the US’ out- 
put is produced overseas, compared 
with epu 6%. “If this ratio could be 
raised to 10%, it will help a great deal [to 
defuse trade friction.” 

Unfortunately, Japan’s investment is 
not likely to pick up after the massive 
flow of the mid-1980s. Japanese firms 
also have much excess production capac- 
ity at home that needs to be digested first 
before they go overseas. Many factories 
of car and electronics firms, for example, 
are idle. 

Another obvious solution to the sur- 
plus is to have Japan consume more. This 
is not easy because Japanese are paying 
too much on food produced at home, 
utilities and housing, leaving relatively 
little of their disposable income for other 
items, including imports. 

Imports have also been blocked by 
powerful industry lobbies, backed in 
turn by powerful ministries. Within the 
government, only the Ministry of For- 
eign Affairs and the Ministry of Interna- 
tional Trade and Industry have a vested 
interest in promoting imports. Other 
politicians and bureaucrats are in the 
business of keeping foreign firms out, to 
protect uncompetitive domestic indus- 
tries under their wing. 

The US is importing from Japan a 
large volume of industrial products that 
the US has little or no capacity to pro- 
duce at home. They include video-cas- 
sette recorders, facsimile machines, pho- 
tocopiers, computer peripherals, iron 
and steel products and numerically con- 
trolled machine tools. In 1991, notes 
Takeshi Saito, senior managing director 
at the Fuji Research Institute Corpora- 
tion, such goods accounted for 18% of 
Japan's exports to the US and 37.4% of 
the bilateral surplus. 

Another measure of the US' depend- 
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plied under contrác tó US firms. In 1991, 
these products made up one quarter of 
Japan's exports to the US, demonstrating 
that "Japanese products have become 
part of the product supply structure of 
US companies," notes Saito. 

Such a heavy reliance on Japan means 
that the US deficit cannot be reduced just 
by asking the Japanese to buy more or to 
have a stronger ven. 

Japan's trade with Asia is a more 
mixed picture. With the newly industr- 
ialised nations (NICs) — Hongkong, Sin- 
gapore, Taiwan and South Korea — Ja- 
pan’s surplus more than doubled from 
US$20.6 billion in 1987 to US$46.49 bil- 
lion last year. The Nics have become 
heavily dependent on Japan for compo- 
nents and parts needed to run their ex- 
port machines. 5o there is a paradox: the 
more they export, the bigger their defi- 
cits with Japan become. 

Aware of this handicap, the NICs have 
not been as vocal as the West in demand- 
ing a greater balance of trade. To make 
matters worse, the NICs also compete 
with Japan in many manufactured items, 
such as electrical appliances and compu- 
ter peripherals. 

The NiCs also have had little success 
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in penetrating the Japanese market. After 
short-lived success in exporting low-end 
electrical products to Japan in 1986-87, 
they failed to maintain the momen tum 
with after-sales service and better distri- 
bution. 

Japan's trade with the Asean six — 
Brunei, Indonesia, Malaysia, Philippines, 
Singapore and Thailand — has been 
largely led by Japan's direct investment 
there. Since the mid-1980s, Japanese 


nM EE M E a p AAAA AAA AA ET EAA Aie daha hrm aAA RAA R H Ari A a a apan 


SAKANA — Fish 


much more than soy sauce. Our product lineup is larger 


than ever before and includes high quality wines, soft 
drinks, sauces and seasonings. 

Blending over three centuries of experience with 
the latest in biotechnology and food development 
activities, Kikkoman brings out the best in any cuisine. 


Production Facilities: Japan, U.S.A. Singapore, Brazi and Taiwan 





KIKKOman 
Kikkoman Corporation WEE 
1-25, Kanda Nishiki-cho, Chiyoda-ku, Tokyo 101, Japan 








P. finis have been shipping huge volumes 
-of capital and intermediate goods to their 





newly built factories and offices in Asean 
countries. Consequently, Japan's tradi- 
tional deficit with the resource-rich 
Asean states has been shrinking since 
1988. 

Last year, Tokyo recorded its first re- 
cent surplus with these resource coun- 
tries — Indonesia, Malaysia, the Philip- 
pines and Thailand. With Indonesia, Ja- 
pan still has a substantial deficit thanks 
to its dependence on Indonesia's oil. 
Thailand, the most favoured destination 
in Asia for Japanese investors, has the 
biggest deficit of these four. 

Fukugawa estimates that as much as 
30-40% of Japan's trade with Asean is 
done between Japanese firms and their 
Asean affiliates. In this trade-cum-invest- 
ment situation, "evervbody is growing 
and happy,” she says. "That's why they 
haven't demanded much about [bal- 
anced trade]." 

Now that Japan's massive wave of 
investment to Asean is ebbing, China is 
seen as the next engine to more regional 
trade. Japan’s investment in China, 
which will certainly lead to expanded 
bilateral trade, is expected to increase 
sharply. If so, China’s comfortable sur- 
plus may disappear rapidly. m 
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i consequences of 

7 US and Japan has 

become, by default, the only compelling 

reason to believe it would never happen. 

= The end of the Cold War has shaken 

the belief in an unchanging Japan both 
domestically and internationally. 

Fundamental change in the US-Japan 
relationship has already begun with the 
arrival of a new US administration that 
is no longer willing to subordinate US 
economic interests to overriding de- 
mands of an alliance. 

“The Cold War partnership between 
our two countries is outdated,” US Presi- 
dent Bill Clinton stated after his first 
meeting with Japanese Prime Minister 
Kiichi Miyazawa on 16 April. Clinton 
presented new demands for quantitative 
sectoral quotas for Japanese imports of 
US products, and shocked Miyazawa by 
openly endorsing the upward revalua- 
tion of the yen. 

Revisionist tenets now dominate 
Washington’s Japan policy. This victory 
did not happen because their arguments 
became suddenly more compelling. The 

case that Japan constitutes an economic 
threat to US interests could have been 
made as easily five or even 10 years ago. 

The sacrifice even of entire industries 
to Japanese competitors may have once 
seemed an acceptable price to pay for 
strengthening the economies of the Free 
World against an aggressive “evil em- 
pire.” But this logic has little persuasive 
power in the US now that what was the 
. Soviet Union has been reduced to a 
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crippled, impotent 
supplicant. 

Less widely ap- 
preciated than the 
international reas- 
sessment is the ex- 
tent to which Ja- 
pan’s internal po- 
litical system was 
itself dependent on 
the international 
structure of Cold 
War politics. 

The LDP has 
been portrayed as 
an integral part 
of a cooperative 
three-way division 
of power, compris- 
ing also the pow- 
erful government bureaucracy and the 
leaders of major corporations. 

Japan has not encountered serious in- 
ternal political strife since the riots over 
revision of the US-Japan Mutual Security 
treaty in 1960. The question was whether 
to align with the US-led Western camp 
in the global confrontation with the So- 
viet Union or to opt for neutrality. 

The solution — alignment without 
military obligations — was a studied 
compromise between conservative poli- 
ticians (who wanted rearmament and 
full participation in a Nato-style regional 
security system) and leftist politicians 
backed by labour unions, who advocated 
neutralism. 

Miyazawa, in his 1956 memoirs about 
the secret US-Japan talks in the early 
1950s, recalled the words of his political 
mentor, then prime minister Shigeru 
Yoshida, explaining the benefits of un- 
armed alignment: "The day [that we re- 
arm] will come naturally if our livelihood 
recovers. It may sound selfish, but let the 
Americans handle [our security] until 
then. It is indeed our God-given luck that 
the constitution bans arms. If the Ameri- 
cans complain, the constitution still gives 
us an adequate cover. Those politicians 
who want to change this are oafs." 

Japan's extraordinary economic suc- 
cess in the 1970s and 1980s vindicated 
this strategy and reduced the Left to a 
symbolic opposition, its only role to 
stand guardian of the constitutional pro- 
scriptions against use of military force. 

But unexpectedly the major issue 
which is threatening to destroy the LDP 
as it has been known for decades is not 
outside opposition but internal rot. A 
string of scandals started when Kakuei 
Tanaka was forced to resign as prime 
minister in 1974 over alleged bribes from 
real estate and construction interests. 
Tanaka was arrested in 1976 for allegedly 
accepting a bribe of Y500 million from 








Lockheed Corp., but remained the power 
behind the throne of the LDP until he was 
unseated by Shin Kanemaru and Noboru 
Takeshita in 1987. 

Now the trial of Kanemaru is due to 
begin on 22 July. He is accused of evad- 
ing ¥1.04 billion (USS9.5 million) in taxes 
between 1987 and 1989. Allegations have 
been made of massive pay-offs by Ja- 
panese construction companies to mem- 
bers of Kanemaru's family and staff. The 
former leader of what was once the 
dominant LDP faction, Kanemaru had a 
decisive say in the selection of both cur- 
rent Prime Minister Miyazawa and his 





Kanemaru: end of an era. 
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immediate pre- 
decessor, Toshiki 
Kaifu. He has al- 
ready admitted 
receiving illegal 
campaign contri- 
butions from a 
businessman who 
allegedly served 
as a go-between to 
the leader of Ja- 
pan's largest or- 
ganised-crime 
syndicate. 

There are omi- 
nous parallels be- 
tween the LDP’s 
present situation 
and the deep po- 
litical crisis in 
Italy. Like the once-dominant anti-com- 
munist Italian Christian Democratic 
Party, the LDP has remained intact and in 
power despite widespread and well- 
known corruption because of the over- 
riding imperatives of the Cold War. Pri- 
mary among these was to ensure that the 
ISP — whose international orientation 
ranged from neutralist to openly pro-5o- 
viet — did not get into power. 

The other parallel with Italy’s former 
ruling party is that the LDP may now be 
facing its ultimate crisis, paradoxically, 
in the fact that its former Marxist adver- 
saries have collapsed into irrelevance. It 
is true that the LDP has no serious politi- 
cal rivals. But without the Socialists — 
and without the Cold War — The LDP 
also has no reason to exist. 

The 1990 Gulf War — the world's first 
post-Cold War conflict — marked the 
beginning of the end for Japan's post 
World War II political system. Ichiro 
Ozawa, then LDP secretary-general and 
the real force behind the cabinet of Kaifu, 
ultimately failed to win approval in the 
parliament for Japan to participate in the 
Gulf War effort in a non-combat capac- 
ity, though Japan did eventually pro- 
vide financial support. This episode 
prompted Ozawa and like-minded 
young MPs to launch two political initia- 
tives which could change the face of Ja- 
pan's politics. 

One objective is to overhaul Japan's 
multiple-member constituency electoral 
system, the underlying basis of the 
money-driven factionalism in the LDP. In 
reality, the LDP is merely a loose coalition 
of factions which compete for votes 
mainly against each other, not the oppo- 
sition. Switching to a predominantly sin- 
gle-seat constituency system would be à 
radical change in the nature of Japan's 
political system. 

Electoral reform would rapidly ad- 
vance the prospects for the other objec- 
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tive, which is a large-scale political rea- 
lignment. The initial model for realign- 
ment was the LDr's coalition with the 
Komei Party and the Democratic Social- 
ist Party which Ozawa assembled at the 
time of the Gulf War crisis. This scheme 
soon embraced the possibility of splitting 
the LDP into two parties which would 
incorporate additional elements from 
various opposition groups. 

At the moment, the parliament is de- 
bating alternative bills for electoral-sys- 
tem reform. The government bill, which 
would establish a pure single-seat elec- 
toral-district system, will never pass the 
Upper House (where the LDP has not had 
a majority since 1989). An alternative 
proposal sponsored by the Komei Party 
and the jsp for a mixed proportional and 
single-seat system is equally unaccept- 
able to the LDP. 

Last November Ozawa and former 
minister of finance Tsutomu Hata led a 
breakaway group of 44 MPs out of the 
once dominant Takeshita faction. Hata 
and Ozawa have both hinted that their 
group might support a motion of no-con- 
fidence in the Miyazawa cabinet if an 
electoral reform bill is not passed. If this 
happens, it would probably lead in an 
immediate general election, and the proc- 
ess of political realignment would have 
already begun. 

A general election must be held in 
any event some time between now and 
next February. This will be the first gen- 
eral election in Japan since the end of the 
Cold War, and also since the break-up of 
the Takeshita faction, the once dominant 
grouping led by Kanemaru and before 
him by Tanaka. Opinion in Japan is still 
divided regarding the prospect of a split 
in the ruling party sometime before or 
just after the general election. 

Analysts agree there is no way to 
forecast how the dissolution of Japan's 
political status quo will proceed, once it 
begins, nor can they predict how this 
process might be accelerated if relations 
with the US become even more tense and 
confrontational. 

But virtually nobody in Japan expects 
the LDP to still exist in its present form in 
three or four years from now. 

What is also clear is that the strategic 
relationship that once held these pro- 
cesses in check has been inalterably 
changed. The politicians and institutions 
in both countries most committed to pre- 
serving the traditional structures have 
been either replaced, in the case of the 
US, by new figures and new priorities, 
or else they have been grossly impaired, 
in the case of Japan, by political scandal 
and the resultant crisis of confidence in 
politics. The era of an unchanging Japan 
is now approaching its end. Li 
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Starting Over 


By Susumu Awanohara in Washington 


ne doesn't have agreements 
that aren't intended to lead to 
results." This was what US Presi- 
dent Bill Clinton told Japanese Prime 
Minister Kiichi Miyazawa, according to 
a senior White House official who con- 
ducted a post-mortem of an extraordi- 
narily "down to business" summit meet- 
ing in mid-April. In his turn, Miyazawa 
"underlined his disagreement" with 
managed trade, the official said. 

Clinton sees trade issues in US-Japan 
relations as being more urgent than se- 
curity and global problems, 
the briefer went on, adding: 
“It is important . . . that we 
make that point clear rather 
than provide a long . . . menu 
of things that we care about 
without indicating priority.” 

Welcome to the world of 
‘results-oriented” trade, un- 
mitigated by the fear of a com- 
mon adversary. 

The Clinton administra- 
tion’s trade warriors, led by 
Council of Economic Advi- 
sors chief Laura Tyson, US 
Trade Representative Mickey 
Kantor and the president him- 
self, have decided that until 
they came on the scene, 
Washington had thrown 
away its economic interests to 
friends and allies to maintain 
an anti-Moscow alliance. They 
now feel "it's payback time," 
as former senior diplomat 
Stephen Bosworth puts it. Ja- 
pan has been singled out as the biggest 
beneficiary of the Cold War-era eco- 
nomic-strategic arrangement. 

Clinton sees the US' continued large 
trade deficit with Japan as evidence of 
the latter's closed markets and unfair 
practices. He is determined to reduce it 
through all means available. Of these, 
the most contentious will be the sector- 
by-sector negotiations in which the US 
wants — and Japan is resisting — 
“measurable targets,” including prede- 
termined US shares of given Japanese 
markets. 

Clinton prevailed on Miyazawa to 
jointly establish by early July a new 
“framework” to negotiate sectoral and 
structural issues. Later, Kantor decreed 
that also by this deadline, the Japanese 
must open up their public-sector con- 
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struction market , or else . . . 

With Miyazawa at his side, Clinton in 
April counted the ways in which the US- 
Japan trade imbalance can be reduced: 
appreciation of the yen, expansionary fis- 
cal policy by Tokyo, recovery of US com- 
petitiveness, structural reform (in Japan's : 
anti-trust laws and exclusionary keiretsu 
groups of companies, for example) and 
finally, sector-by-sector deals. 

Tokyo officials warn that.talking up 
the yen would only slow Japan's eco- 
nomic expansion and offset the effect of 





Electronic goods: demand for fairer market share. 


making US goods cheaper in Japan. 

US officials were restrained in their 
praise for the US$116 billion stimulus 
package which Miyazawa put together 
shortly before his visit to Washington, 
saying it was only the first step and that 
anyway, macroeconomic remedies 
would do little to reduce the trade im- 
balance. 

Japanese officials are welcoming Clin- 
ton's determination to increase competi- 
tiveness of US goods and to reduce the 
federal budget deficit. They have long 
contended that these measures, rather 
than opening up of the Japanese market 
(which they say is already open), are the 
key to reducing the trade imbalance. 

But the Japanese are wary of US in- 
tentions in setting up the trade-negotiat- 
ing “framework.” Neither side is happy 


3 JUNE 19 


id4V/ONDnSA NZVHIKSOA 


93 


about the outcome of the “Structural Im- 
pediments Initiative” talks under the 
Bush administration, but agree that 
structural problems on both sides will 
have to be tackled. 

In sectoral talks, US officials are toy- 
ing with the idea of demanding numeri- 
cal market-share targets — in cars, elec- 
tronics, supercomputers and above all, 
car parts. Their model is the "successful" 
US-Japan semiconductor agreement 
which provided for a 20% share of the 
Japanese market for foreign-made prod- 
ucts — a target which was reached in the 
last quarter of 1992. 

Hiroshi Hirabayashi, deputy chief of 
the Japanese mission in Washington, 
calls the semiconductor agreement "the 
worst ever." He says: "Despite our effort 
to put hedges into the agreement, the US 
later insisted that it was legally binding." 

Tokyo has some allies among US 
economists and officials who oppose 
market share targets on the grounds that 
they are difficult to set in any convincing 
manner, they promote cartels and help 
particular US companies rather than 
stimulating overall competition. 

But the sense in the US today is that 
the trade deficit with Japan is pernicious. 
Even prominent free traders and/or 
Japanophiles are beginning to say that 
market share targets can be effective in 
reducing the deficit and may have to be 
used as a last resort. 

In an interview, Kantor stressed that 
market share targets are not the only way 
"to measure whether or not you are 
having success." "It could be the number 
of government procurements that are 
open to foreign bidders, or the number 
of contracts awarded to foreign bidders," 
he said. The US could also examine 
whether the Japanese are using indus- 
trial standards that conform to interna- 
tional standards or look at the rate of 
growth of its sales in Japan in a particu- 
lar sector. 

Kantor said Clinton's policy was not 
protectionist but “market-opening,” add- 
ing: “I don’t think you can be too aggres- 
sive in opening markets.” Asked 
whether Japan was not treated differ- 
ently than all other countries, Kantor re- 
plied: “Anyone who believes he can deal 
with different market systems and dif- 
ferent cultures in the same way is kid- 
ding himself.” 

Despite all this tough talk, not a great 
deal new has happened — at least not 
yet. The ten-fold tariff hike on Japanese 
minivans, which Clinton virtually prom- 
ised, has yet to come. The reinstatement 
of the dreaded “Super 301” law, requir- 
ing the administration to retaliate vigor- 
ously against unfair foreigners, is not yet 
on the fast track in Congress. = 
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Waste Busters 


ith its stunning view of Hong- 
| kong's Victoria Harbour, Tsing Yi 





Island might once have been a 
nice place to enjoy an outing in the coun- 


| try. The small island has long since been 


| taken over by heavy industry, and only the 


most eccentric strollers would choose it as 


a get-away. 


But Tsing Yi is home to one of the best 


things that has happened to Hongkong's 











| like an oil refinery in reverse. While 


environment since rubbish bins 
were introduced. On a site of what 
was originally intended as a cattle- 
quarantine station is a new US$130 
million hazardous-waste facility 
owned by Enviropace, a joint ven- 
ture among Waste Management 
International of Britain and Citic 
Pacific and Kin Ching Besser of 
Hongkong. 

The tangle of overhead piping, 
huge storage drums and two smoke- 
stacks crammed onto the 2.5-hectare 
site makes the plot of land look more 
like a petrochemical refinery than an 
ally of the environment. In fact, 
Enviropace's plant, due to be offi- 
cially opened on 2 June, functions 


a refinery combines chemicals to 
make compounds, Enviropace's fa- 
cility breaks them down by burning, sepa- 
rating and adding neutralising agents. 
From arsenic and cadmium to nickel 
and zinc, Enviropace treats just about 
anything a factory in Hongkong excretes. 
Until the facility started taking trial ship- 


| ments early this year, most of the colony's 


industrial toxins were simply allowed to 
flow untreated into the sea after being 
tipped down factory drains. By 1996, 
Enviropace expects to be treating 100,000 
tonnes of hazardous material a year. 

As the plant moves into full operation 
in the next two years, its progress will 
probably be followed closely by other 
Asian countries. With the rapid industrial- 


_isation of the region, few governments 


have come to terms with the disposal of 
the huge amounts of hazardous waste 
being produced daily in their countries. 
One of the biggest early challenges 
facing Enviropace was figuring out how to 
get hazardous waste to the Tsing Yi facility 
from factories. Unlike the US and most 
European countries, where waste generally 
is produced by large facilities and 
transported on adequate road systems for 


. disposal, waste producers in Hongkong 
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By Mark Clifford 


tend to be small companies an the local 
transport system is already overstretched. 

Enviropace chose to develop a sort of 
just-in-time pick-up system. The company 
delivers empty containers — only 20-200 
litres in size — to factories and picks them 
up a few days later. 





One of Enviropace's problems is transporting waste. 


“In the US, we go to a big facility and 
suck up 5,000 gallons of hazardous waste 
into a vacuum truck,” says Rick Martin, 
Enviropace's marketing director. Just find- 
ing a parking place in Hongkong is a chal- 
lenge. Moving containers of toxic waste out 
of cramped factories and transporting them 
through congested streets are much bigger 
problems. 

Moreover, not all waste is created equal. 
Enviropace must be able to respond to 
changes as Hongkong's economy changes. 
The waste that Enviropace has received is 
far more acidic and less alkaline than the 
government had forecast, requiring 
neutralising agents. The acidic solutions 
used in Hongkong's printed circuit board 
(PCB) industry are responsible for much of 
the change in the mix. New industrial pro- 
cesses may require the company to treat 
different types of waste. 

One of the simplest wastes to deal with 
is the oily water pumped out of ships' 
bilges. The petroleum portion of the resi- 
due, called marpol — short for marine pol- 
lution — is separated. It is then blended 
with fuel oil and other petroleum waste 
from lubricants and engine crankcase oil to 
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power Enviropace's incinerator. 

For inorganic toxins produced by the 
industrial sector, Enviropace makes alka- 
line baths that separate the chemicals from 
water, allowing them to settle on the bot- 
tom of tanks as sludge. 

Some sludges are burned in an incin- 
erator; others are mixed into a cement- 
based mixture to neutralise and stabilise 
them so they can be packed into cakes and 
placed in landfills. The incinerator is 
also used to dispose of cyanide, 
which is used in abundance by 
Hongkong's many electroplaters. 
The incinerator, which will be fired 
largely by waste oil when the plant 
is running at full capacity, produces 
most of the plant's water as well as 
a significant amount of electricity. 


nviropace also makes money 
E selling recovered copper. 

When the company’s plant is 
running at full capacity, it expects to 
process 3,200 kilograms of copper a 
day. 

“The highlight of this plant is the 
recovery and use of valuable mate- 
rial" says technical manager Siu- 
wang Chu. "We recover energy, 
water and metal." 

Technically, Enviropace's plant can dis- 
pose of any toxic substance except radioac- 
tive materials, explosives and asbestos. The 
plant's ability to treat PCBs, however, is lim- 
ited because it does not have adequate pre- 
treatment facilities. 

Medical waste can also be burned, and 
it has been suggested in Hongkong that 
Enviropace's incinerator be used for this 
purpose. But the problem with this type 
of waste is not a technical one. Enviro- 
pace officials point out that it is difficult 
to protect workers against potentially 
dangerous needle jabs from medical 
waste. 

Enviropace has a financial incentive to 
do its job right: the company is paid by the 
government according to the amount of 
hazardous material treated. The govern- 
ment estimates that on average it will pay 
the company HK$200-500 million (US$25- 
65 million) a year in the 15-vear life of its 
operating contract. 

To ensure that Enviropace does what it 
has promised, the government's Environ- 
mental Protection Department has a dupli- 
cate computer system that allows it to 
check all the company's operations. L 
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Chinese from the mainland are flooding Hongkong's jewellery shops. 


Gold Feve 


COMMODITIES 


Distrust of paper money is fuelling a gold boom in China and its 
poorest neighbours. Demand is set to continue rising as living 


standards improve. 


By Henny Sender in Hongkong 


ucked between housing estates and 

flatted factories near Hongkong 's air- 

port is the district of Hung Hom, 
whose narrow streets are clogged with 
buses, their tourist passengers in search of 
gold. Several thousand people a week, a 
growing number of them from China, de- 
scend on Tse Sui Luen Jewellery's show- 
rooms to buy statues of buddhas and 
phoenixes made of pure gold. 

Across Hongkong's harbour, gold bro- 
kers cluster near the central business dis- 
trict. There, too, an increasing proportion 
of customers come from China to purchase 
gold nuggets and bars. Every month, their 
lists of items to buy "get longer and 
longer," says Henry Wu, executive direc- 
tor of Lee Cheong Gold Dealers. Main- 
landers now account for 80% of his sales. 

China has caught the gold bug, and the 
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recent rise in the international gold price 
has fed the frenzy. With urban inflation in 
China reaching alarming levels of 179; on 
an annual basis, there are few alternative 
ways for people to conserve their wealth. 

“It is the classic story of the desire to own 
hard assets," says John Mulcahy, manag- 
ing director of UBS Securities in Hong- 
kong. "Because of inflation, people are fac- 
ing an overnight diminishing of their 
wealth. They are desperate for capital ap- 
preciation." 

Lack of faith in paper wealth is not con- 
fined to China, though. Demand for gold 
has jumped in even poorer parts of Asia 
such as India, Burma and Indochina — so 
much so that purchases by these countries 
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are helping to push up the world gold 
price. In India, much of the increase is sim- 
plv statistical, due to the legalisation of 
imports last February (see next story). 

On 25 May, gold closed in H longkong at 
US$380 an ounce, 15% higher than its price 
at the beginning of the year. The increase 
has heartened gold inv estors, but the per- 
formance looks less impressive when it is 
remembered that gold's all-time high was 
US$850 in 1980. 

Asia's gold appetite has been one of the 
most important factors in accounting for 
the recently improved price performance 
of the metal. The run-up has happened 
despite sales by the former Soviet Union, 
which has dumped gold in a desperate at- 
tempt to raise foreign exchange. Anybody 
plotting the future direction of the gold 
market has to take into account w vat 
China, in particular, will do next. 

"The demand for gold in China is part 
of a broader phenomenon, as people won- 
der what the role of currencies is in hold- 
ing long-term value," says a Hongkong- 
based gold investor. "China is one compo- 
nent of a story of imbalance in the supply 
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nd demand for gold. This is why people 
the [gold] community are most opti mis- 
tic about the direction of the gold price." 
|. China is now the biggest buyer of gold, 
not just in Asia, but the world. According 
:to Gold Fields Mineral Services, a London- 
-based commodity research company, Chi- 
-na's private sector alone bought at least 350 
tonnes last year. And this excludes pur- 
‘chases made by the government and state 
entities. 
^ The People's Bank of China, the central 
bank, has been buying gold in huge quan- 
tities. When the Dutch central bank off- 
loaded 400 tonnes in the fourth quarter of 
last year, gold watchers believe that the 
Chinese bought most of it. When the Bel- 
gians put some of their gold reserves up 
for sale six months earlier, many analysts 
would bet their last nugget that Peking was 
the discreet buyer. 

China has changed a lot since the early 
1970s, when the government closed down 
all trade in the precious metal as "counter- 
revolutionary." Now, making money and 
owning gold are respectable. The recent 
growth in China's purchases reflects the 
worldwide view that gold is the best infla- 
tion hedge. Newly enriched Chinese are 
turning their backs on the rapidly depreci- 
ating renminbi and the government bonds 
that Peking has been trying to stuff into 
people's pockets. 

But not everything has changed. The 
authorities control gold imports 
and prices. China is the world's 
fifth-largest gold producer, 
though the exact scale of out- 
put remains a state secret. The 
growth in production is re- 
ported to have slowed last year 
to 118 tonnes, partly because 
mines lack capital and new 
technology. But much of the 
output is being diverted to pri- 
vate buyers who are willing to 
pay more than the official price 
of US$280-300 an ounce, ac- 
cording to the World Gold 
Council, an industry lobby 
group. 

Peking is now considering 
opening the mining industry to 
foreign investors in order to 
boost domestic production. "If 
you deregulate the market, 
China has lots of gold which it 
can sell for hard currency,” says 
Kelly Knight, chief executive at 
jeweller Tse Sui Luen. "If you 
apply technology which hasn't 
yet been applied to the mines, 
there is a lot to extract." 

Gold distribution is meant to 
be clamped in the fists of the 
People’s Bank and whoever has 
a licence from it. Now, rather 
than vainly trying to suppress 
demand, the authorities have 
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decided to meet it — at a profit. In some 
parts of China where the bank is active, 
gold bars retail for 55390 an ounce, 
though this. level was cut recently from 
U5$435. “The central bank recognises there 
is a margin there,” says one Hongkong- 
based merchant banker. 

Until the trade in gold is formally legal- 
ised, price gaps will persist. But the border 
is becoming more porous and as it does so, 
the difference between the gold price in 
China and outside it is narrowing. "If 
China would deregulate the business, the 
price of gold would come down immedi- 
ately,” says Knight. In the Chinese city of 
Shenzhen, adjoining Hongkong, the price 
is about 10% higher than it is in the colony, 
down from 30% two years ago. 

In the north of China, much of the gold 
has come from distress sales in Russia. 
Recent visitors to Harbin have reported a 
marked increase in local people wearing 
gold rings and necklaces. Russia is not the 
only source of foreign gold. The lion's 
share of the gold imported by Hongkong 
and Singapore — more than 760 tonnes in 
1992, says the World Gold Council — is 
thought to have been re-exported to China. 
It goes there directly or via places such as 
Thailand and Malaysia, where it is made 
into jewellery. 

One firm which channels the flow to 
China is Fu Hui, a Hongkong jeweller 
which has a fabrication joint venture with 
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a Fuzhou-based state enterprise controlled. 


by the Fujian provincial authorities. The - 
company is now negotiating with the Peo- a 
ple's Bank in Wuhan to form a joint vem 
ture in which the local partner supplies the 
raw material, which Fu Hui would then 
fashion into jewellery. : 

Such alliances are not easy to estabilis 
Tse Sui Luen, which operates two shop: 
just across the Chinese border, found t 
process of setting them up "bizarrely cot 
plicated” when it opened negotiations in ` 
1988. But it was worth the effort; profit 
margins are now 30% higher than in Hong- 
kong. "You can have a higher price on- 
everything because the appetite is so much. 
greater than in Hongkong," says Knight. 

By the same token, it still pays maine — 
landers to buy their gold in Hongkong. 
Many of the purchasers are middlemen 
buying in bulk, or farmers. Chow Sang- 
Sang’s 18 outlets in the colony have benefite. 
ed from the fact that the value of Chinese. 
purchases has been rising. "It's not limited 
to gold any more; now it's diamonds too," 
says Vincent Chow, a director. 

These shoppers are allowed to take out... 
Rmb 6,000 (US$1,047) from China, a sum. ^ 
which suggests that a lot of money is com- 
ing out undeclared. Virtually every jewel- 
ler in Hongkong welcomes purchases in 
renminbi. "We give you a better rate than 
the official rate. And we do have customers 
who buy the renminbi from us. We do it as 


, à Customer service," Says 

* Chow. 

2 Jewellers reckon the poten- 
tial market for gold in China is 
enormous. There, annual de- 
mand is a mere 0.3 grams per 
person, they say, compared 
with 6 g in richer Hongkong 
and 10 g in Taiwan. 

Po Sang Bank is the main- 
land-controlled bank which has 
been designated to exchange 
renminbi for Hongkong dol- 
lars. It specialises in gold trad- 
ing and is the only China- 
linked entity to sit on Hong- 
kong’s Gold Exchange. So far, 
its presence has been modest. 

The central bank of China 
suffers from a gold bug that is 
scarcely different from the one 
afflicting ordinary people. As 
its foreign reserves have risen 
— from US$18 billion in 1989 
to US$46. billion last Septem- 
ber — it has wanted to diver- 
sifv out of US dollars in order 
to spread the risk. Some ana- 
lysts say the central bank is. 
now considering issuing gold- 
linked bonds similar to the 
scheme introduced in India in - 
March, as a way of absorbing 
liquidity and building up its. 
gold reserves. 
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Kazuo Inamori built Kyocera from scratch, concentrating on ceramic packages. 


COMPANIES 


Samurai Sorcerer 


Kyocera prospers by doing a lot of things differently from other 
Japanese companies. It helps to have a strong-willed chairman 
who defies conventional wisdom. 


By Jonathan Friedland in Tokyo 


No one would give Kazuo 
Inamori a job after he fin- 
ished his engineering de- 
gree in the rural backwa- 
ter of Kagoshima Prefec- 
ture during the late 1950s. 
"| thought perhaps I should become a 
Robin Hood type of outlaw,” recalls the 
60-year-old chairman of Kyocera Corp. “If 
I had remained in that state of mind, | 
might now be a gangster boss in southern 
Japan." 

Instead, through pluck, hard work and 
just plain good timing, Inamori has over 
the past 34 years created one of Japan's 
most consistently profitable companies. 
"Kyocera will see growth in sales and pro- 
fits in the current year," says Peter Rawle, 
a senior analyst at brokers Smith New 
Court, "and there are precious few Japan- 
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ese companies that can say that." 

Kyocera is now the world's dominant 
commercial player in the esoteric but 
hugely important world of applied ceram- 
ics technology. Its manufacturing and sales 
prowess have allowed it to command the 
largest share — 65% — of the US$1.5-2.5 
billion global market for ceramic packag- 
ing for integrated circuits. 

Ceramic packages, the tiny cups that 
keep an integrated circuit from all manner 
of harm, are Kyocera's cash cow, generat- 
ing roughly half its operating profits. The 
company makes an impressive — although 


On Other Pages 


62 The Customer Is King 
64 Thoughts of Inamori 
65 Burning up the Wire 












— Ó 





FAR EASTERN ECONOMIC REVIEW 





not always strong-selling — array of other 
products from the material. These range 
from kitchen knives to artificial hip joints, 
from camshafts to alarm-clock buzzers. 

Like many Japanese corporations, 
Kyocera’s strength is not derived from 
basic scientific research. Rather, it is ex- 
ceedingly adept at making its ceramic- 
based products faster, cheaper and of con- 
sistently better quality than anyone else, a 
particularly tough task (see accompanying 
story). It follows up with aggressive sales 
and painstaking service. And it is ex- 
tremely tight-fisted when it comes to finan- 
cial management. 

This means that Kyocera has moved 
more skilfully than most big Japanese ex- 
porters to batten down its expenditures in 
the face of a sharply rising yen. Kyocera 
reported on 21 May that its net profits fell 
12% to ¥23.9 billion (US$217 million) in the 
year ended 31 March, while sales dropped 
4.8% to ¥431.6 billion. Even so, that per- 
formance was positively stellar compared 
with the awful results of other Japanese 
electronics companies. 

Of course, Kyocera has some weak- 
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nesses. The further it has strayed from its 
core technology — and it strays often — 
the worse it has done. It got walloped by 
Canon in the printer market, only to stage 
a comeback based on proprietary ceramic- 
drum technology. Its foray into the per- 
sonal-computer business has been a money 
loser. Its optical business — through the 
purchase of Yashica cameras — has gener- 
ated little growth. Inamori defends his di- 
versification efforts, pointing out that when 
one product does well, the profits cancel 
out all the losses. 

Holding this grab bag of businesses to- 
gether is Inamori himself, a strong-willed 
boss whose 40 pamphlets on “Kyocera Phi- 
losophy” mix a ruthless emphasis on effi- 
ciency with dollops of Zen Buddhism and 
Max Weber. Although the chairman is no 
longer involved in day-to-day manage- 
ment, “when Inamori dies, short Kyocera 
stock,” an American academic suggests 
only half-jokingly. 

That’s probably a long way off, if 
Inamori's pace of activity is anything to go 
by. In addition to providing strategic di- 
rection to Kyocera, Inamori is chairman of 
DDI Corp., a fledging cellular network and 
long-distance service operator set up in 
1985. It managed to rack up fiscal 1992 
sales of US$2 billion and non-consolidated 
profits of US$200 million and to scare the 
pants off Nippon Telegraph & Telephone, 
Japan's dominant telecommunications 
company. 

Inamori, who splits his time between 
Kyoto, where Kyocera is based, and To- 
kyo, also serves on a high-powered gov- 
ernment advisory panel on administrative 
reform. He has irritated the Japanese estab- 
lishment by repeatedly taking shots at the 
bureaucratic inertia and excessive regula- 
tion that he believes plagues the economy 
(see accompanying story for some of his contro- 
versial views). 

Then there is the Inamori Foundation, 
which grants three Y45 million annual 
prizes to worthy scientists and artists, in- 
cluding such off-beat choices as radical lin- 
guist Noam Chomsky and avant-garde Bri- 
tish theatre director Peter Brook. Inamori 
donated Y20 billion in cash and 
shares out of his own pocket in 1984 
to fund the Kyoto Prize, which he 
fancies as an alternative Nobel to re- 
ward creativity. 

Inamori is unique among major 
Japanese corporate chieftains. He 
built Kyocera from scratch, with the 
help of some friends and a guardian 
angel at a Kyoto electrical-parts 
company, who guaranteed the loans 
needed to get the firm off the 
ground. The eight original Kyocera 
partners "started from nothing; no 
money, no equipment, no technol- 
(gy, says Atsushi Mori, a Kyocera 
zeneral manager. “They had only a 
nding spirit amongst them.” 
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President Kensuke Itoh. 


He has steadfastly eschewed the keiretsu 
cross-shareholding linkages that are a ma- 
jor feature of Japanese-style capitalism. Nor 
is he in the market to chase the kind of 
high-powered Tokyo University graduates 
favoured by most big companies. Kyocera 
often recruits its employees fresh out of 
second-division technical schools in the 
belief that, by being given a chance, they 
will work that much harder. 

Inamori is also unusually international 
in his outlook. While many other major 
Japanese corporations do a huge amount 
of overseas business, Kyocera is one of the 
very few listed Japanese companies to have 
several foreign members on its board of 
directors. What's more, its main overseas 
subsidiary, San Diego California-based 
Kyocera International, is run almost en- 
tirely by Americans. 

Inamori enjoys playing the apostate. 
“Japan’s traditional environment is that of 
the rice-farming village. Each village had a 
presiding patriarch whose job, from sea- 
son to season, was to maintain a peaceful 
environment,” he explains in a rare inter- 
view. “If there is one individual who does 
extraordinary things, he is left out because 
he harms the harmony of the village. 

“This goes against the spirit of inde- 
pendence, of entrepreneurship,” says 
Inamori. “But I was the one who acted 
against the village patriarch. I was the out- 
law who was about to be expelled.” 

While Inamori still styles himself as the 
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outsider, he is very much the mainstream 
maverick by virtue of his enormous wealth, 
if nothing else. “When you look back on 
the 1980s, Inamori is the only successful 
billion-dollar business entrepreneur in Ja- 
pan," says Sachio Semmoto, DDI's execu- 
tive vice-president. Semmoto adds that 
Inamori is "an exceptional character" who 
is closer to a Western-style business 
executive than most Japanese corporate 
bosses. 

Despite Inamori's entrepreneurial bent, 
Kyocera is very much a Japanese company. 
Employees gather each morning for 10 
minutes to study Kyocera Philosophy and 
often meet after work for a round of beers 
and more exhortations. Employees are en- 
couraged to marry one another to develop 
the "Kyocera Spirit." And when employ- 
ees die, they can have their ashes interred 
at the company columbarium. 

This emphasis on togetherness certainly 
has its practical uses. During the present 
recession, for instance, Kyocera Philosophy 
has been put to use justifying the compa- 
ny's aggressive cost-cutting programme. 
This does not involve any layoffs, just 
"sharing the grief all around," says 
Kyocera's Mori. 

In addition to the usual cuts in over- 

time, the company has pruned communi- 
cations and travel expenses, chopped con- 
solidated capital expenditure by 26% to Y28 
billion in fiscal 1992 and slashed entertain- 
ment budgets. The company has also 
sharply reduced its intake of new employ- 
ees. 
"We are trying to eliminate fat and 
become muscular," says Kensuke Itoh, 
Kyocera's president. "We want to be able 
to handle ¥100 to the dollar." Analysts say 
the cost-cutting drive is bearing fruit; 
Kyocera's consolidated gross and operat- 
ing profit margins rose in the first half of 
fiscal 1992 from the previous half vear. 

Steve Myers, an analyst at Jardine 
Fleming in Tokyo, believes that for the 
current fiscal year, Kyocera can raise con- 
solidated operating margins to 10.3% of 
sales, a healthy margin in the current envi- 
ronment. That's up from 9.8% in fiscal 
1992, but far short of Kyocera's per- 
formance in its early years. From 
1976 to 1980, the company's operat- 
ing profit margin stood at over 25% 
annually. 

Three factors have eroded 
Kyocera’s profit margins. The first is 
the rise of the yen from Y227 to the 
US dollar in 1980 to Y110 now. 
Roughly 42% of the firm's sales are 
overseas, 307; alone in America, 
where most of its biggest customers 
such as Intel and Advanced Micro 
Devices are based. Kyocera quotes 
its products in dollars and, says Itoh, 
it is reluctant to raise prices unless 
absolutely necessary. 

Second, the semiconductor mar- 
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ket is changing. Even though the output of 
integrated circuits has more than quadru- 
pled in the past 10 years, points out 
Barclays de Zoete Wedd (Bzw) analyst 
David Benda, Kyocera’s revenue from the 
sale of ceramic packages has not grown 


y. 

That is because the unit price of ceramic 
packages has dropped as demand for inte- 
grated circuits has soared. Moreover, mak- 
ers of plastic packages have largely si- 
phoned off the market for integrated cir- 
cuits used in home-electronics products 
and personal computers. 

Then there is the issue of diversifica- 
tion, an area where Kyocera has shown 
mixed results. At various times, it has 
made virtually everything ceramic, from 
drill bits to jewellery. In addition, Kyocera 
has made laptop computers for the US 
home-electronics chain Radio Shack, video- 
cassette recorders for Hitachi, and gone 
head-to-head against Canon for a slice of 
the European laser printer market. 

As well as diversifying organically, 
Kyocera went on an acquisitions binge in 
1989. It paid US$250 million for Elco Corp., 
a US maker of electrical connectors, and 
US$560 million for AVX Corp., the largest 
US maker of multilayer ceramic capacitors, 
devices that serve as tiny stor- 
age batteries in camera flashes 
and other products. Earlier in 
the decade, Kyocera acquired 
the venerable but financially 
troubled camera maker Yashica 
Corp. All except Elco are turn- 
ing in higher profits since being 
taken over. 

These acquisitions boosted 
Kyocera's revenue by about a 
third and increased the spread 
of its manufacturing facilities to 
Europe and the east coast of the 
US, adding to existing plants in 
Japan, the western US, Hong- 
kong, Singapore, Mexico and 
Brazil. But in too many cases, the company 
"has spent a lot of time and money where 
they aren't making any profits," says Smith 
New Court's Rawle. "Their diversification 
efforts have lacked focus and success." 

Kyocera officials disagree. "We are 
unique in terms of the success of our diver- 
sification efforts," says Itoh. "We are verti- 
cally diversified. We make material, use 
those materials to make parts and devices, 
and then use those parts and devices to 
make usable products." 

Kyocera points to its hot-selling light- 
emitting diode printer, the Ecosys, as a case 
in point. Having been thrashed by Canon 
in the laser printer market, Kyocera deve- 
loped a proprietary amorphous silicon 
drum and a ceramic-based toner for the 
Ecosys. Its per-page running cost is 65% 
lower than a comparable laser printer be- 
cause the drum — which is a key compo- 
nent of the printer cartridge — rarely needs 


replacing. 

But for every Ecosys there seems to be a 
poorly performing analogue. Take the case 
of the ceramic automobile engine. Kyocera 
has spent a decade trying to produce a ce- 
ramic engine block, as well as individual 
parts like cylinder heads and cams, to little 
avail. "You might think we are stupid, but 
there is nothing at this stage which indi- 
cates that ceramic engines will pay off," 
shrugs Yuzuru Hayashi, Kyocera's direc- 
tor of corporate technology. “For us, it is 
an article of faith." 

While the diversification gambits may 
have pressured Kyocera's profit margins 
and dissatisfied shareholders, they have 
done little to erode its basic financial 
strength. The firm steered almost com- 
pletely clear of speculative activities dur- 
ing Japan's late-1980s asset boom. "One of 
the reasons we weren't affected by the col- 
lapse of the "bubble, is Inamori's philoso- 
phy that you should sweat to make 
money," says Itoh. 

In additional to its strong cash flow 
from the ceramic-packaging business, 
Kyocera had cash and time deposits in 
March 1992 of Y194 billion, compared with 
total liabilities of only Y158 billion. "Fig- 
ures like these suggest considerable finan- 
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cial prudence and tight managerial con- 
trol,” says Benda of BZW. 

Inamori argues that these kinds of num- 
bers provide ample breathing space for 
Kyocera to balance the dream of realising 
something difficult with the practical con- 
siderations of making a profit. That’s why 
Kyocera has continued for 20 years to forge 
ahead, for instance, in developing solar 
cells. 

"Although volume sales aren't yet 


great, we are g eWery effort to pro- 
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The Customer 
Is King 


How to win friends and 


‘keep the orders coming 


By Bob Johnstone in Tokyo 

In the little grey book that 
contains his thoughts, 
chairman Kazuo Inamori 
boasts that “Kyocera rose 
to success by being crea- 
tive — making things no 
other company had done before.” 

In fact, Kyocera has contributed no ma- 
jor innovations to ceramic microchip pack- 
aging, the cash cow that accounted for 
slightly less than a quarter of the com- 
pany’s fiscal 1992 sales but almost half its 
operating profits. 

When Kyocera set up shop in Califor- 
nia’s Silicon Valley in 1969, US firms like 

RCA had already established 
« most of the basic skills needed 
|: to make packages. Even today, 
rivals like IBM and NGK Spark 
Plug of Japan can run rings 
around Kyocera when it comes 
to materials science and manu- 
facturing technology. 

The real reason for Kyo- 
cera's success, as Asa Jonishi, 
the company's first US sales- 
man, readily admits, “was not 
really technology, it was serv- 
ice." When US chip makers had 
a question, Kyocera would re- 
spond overnight, while local 
suppliers took weeks to come 
up with an answer. When customers 
needed samples in a hurry, Kyocera would 
work round the clock to rustle some up. 
And when a customer had a problem with 
quality, Jonishi would rush to the factory 
to weed out the defective parts himself. 

"Direct personal service is their secret," 
confirms former Kyocera International 
vice-president Jack Rubin, who is now an 
independent consultant. "Kyocera has 12 
direct sales offices in North America, with 
50 salesmen in the field at once, each sup- 
ported by customer-service people and ad- 
ministrative assistants." No rival ceramic- 
package supplier comes close to matching 
Kyocera's strength on the ground. 

A second key element in Kyocera's 
strategy, says Rubin, is that the company 
provides design and technical assistance to 
the customer at no extra charge. Small 
wonder, then, that the Japanese firm's 
nothing-is-too-much-trouble approach 
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won the hearts of US chip makers like In- 
tel. Coupled with Kyocera's massive in- 
vestments in production capacity, it has 
kept them loyal ever since. "We're quite 
happy with Kyocera,” says Dennis 
Lenahan, who manages Intel’s Japanese 
chip-packaging operations. "They've been 
a consistently good partner for a long 
time." 

Kyocera literally had to succeed in the 
US. For one thing, no Japanese firm would 
have dreamt of buying parts from an un- 
known supplier. For another, in 1969, the 
US was where most of the world's chips 
were made and sold. 

At that time, the semiconductor indus- 
try was still in its infancy. "Everything was 
in a kind of liquid state," Jonishi recalls, 
with no suppliers well established and 
plenty of room for a keen young outsider 
to muscle in. 

In the late 1960s, the seminal firm in 
Silicon Valley was Fairchild Semiconduc- 
tor. Accordingly, Jonishi lavished his atten- 
tion on the company, visiting every day 
and taking great pains to cultivate every- 
one from the shipping clerks to the presi- 
dent. This policy paid off in spades. 
Fairchild became Kyocera's first US cus- 
tomer, and when Fairchild employees spun 
off to found firms like Intel, National Semi- 
conductor and Advanced Micro Devices, 
Kyocera got their business, too. Thus, in a 


sense, Kyocera can count itself among the 
so-called “Fairchildren,” as the numerous 
corporate progeny of the firm are some- 
times known. 

The Fairchild connection also led 
Kyocera to establish a US manufacturing 
presence. The US company was losing 
money on its own ceramic-production fa- 
cility, a tiny 20,000-square-foot plant in San 
Diego. In 1971, Fairchild asked Kyocera to 
take it over. 

As demand for microchips soared, this 
facility quickly became too small. In 1974, 
Inamori bought a second, 280,000-square- 
foot plant in San Diego that had been 
owned by computer maker Honeywell. 
some employees questioned the wisdom 
of acquiring so much space, but Inamori 
was confident that they could use it. "He 
had the foresight to see the growth of the 
[microchip] industry," says Masahiro 
Uemura, then Jonishi's deputy, “whereas 
ordinary people like me couldn't." 

Inamori's vision of growth proved cor- 
rect. Huge investments in US production 
capacity and even larger ones at Inamori's 
birthplace, Kagoshima in southern Japan, 
enabled Kyocera to ride the demand for 
ceramic packages that accompanied the 
calculator boom of the mid-1970s. 

Spooked by the roller-coaster ride of the 
silicon cycle, domestic US rivals like Alcoa 
and Coors Porcelain hesitated and lost out. 
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Today, Kyocera dominates the world 
ceramic-packaging market with a share of 
around 65%. Coors is currently suing 
Kyocera on the ground that it is unhealthy 
for a foreign company to have such a large 
chunk of a strategic industry (ceramic 
packages are widely used to house mili- 
tary chips). But Kyocera is so well estab- 
lished that US customers and industry as- 
sociations alike are supporting its position. 
“We did not take market share from other 
people,” insists Uemura. "From the begin- 
ning our market share was big." 

In a business such as ceramic packag- 
ing, big is beautiful. The more products 
you make, the more experience you get. 
Feeding this knowledge back into the pro- 
duction line enables you to improve qual- 
ity and reduce costs. 

Making ceramic packages does not re- 
ally require high-technology. Many firms 
have what it takes to whip up a few sam- 
ples. But Kyocera is one of the few that can 
crank packages out by the million, with 
consistent quality and at a reasonable price. 
The only other company that comes close 
in volume terms is IBM. 

Packages form the link between silicon 
chips and the outside world. Ceramics are 
attractive as a packaging material because 
(unlike metals) they do not conduct elec- 
tricity, but (unlike plastics) they do con- 
duct heat. Electrons travelling through 
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wires generate heat; the faster they 
go, the more heat they generate. 
Though plastics are cheaper, only 
ceramics can handle sizzlers like 
Intel's top-of-the-line microproces- 
SOTS. 

Ceramic packages are typically 
made from a powdered material 
called alumina. The powder is 
mixed with a binder and flattened 
into thin, green-coloured sheets. To 
form wiring patterns, conductive 
molybdenum metal paste is screen- 
printed onto the pre-fired sheets. 

In the late 1950s and early 
1960s, when this technology was 
developed by US computer mak- 
ers, a single layer was sufficient to 
accommodate all the wiring. But as chips 
became more complex, it became necessary 
to stack several sheets on top of each other. 

The layers are hooked up by punching 
tiny holes in the sheets and filling them 
with metal. The holes — “vias” in 
packagers’ jargon — are so small that you 
need a microscope to see them. A chip like 
Intel’s recently announced Pentium pro- 
cessor is made up of 17 layers, each con- 
taining hundreds of vias. One hole out of 
true, and the whole package must be re- 
jected. Much of the packager’s art thus lies 
in achieving exquisite alignment when glu- 
ing the layers together, then maintaining it 
while the package shrinks 20% during fir- 
ing at 1,600°C. 

Firing is the other black art that a 
ceramist must master. An oven's tempera- 
ture must be precisely controlled over the 
18 hours needed to bake packages. How 
fast to raise the temperature, how long to 
keep it level, how slow to cool the oven — 
the answers to these questions are a pack- 
age maker's most closely guarded secrets. 

Another closely guarded secret, one at 
odds with Kyocera's hi-tech image, is the 

















Only ceramics can handle sizzling hot chips. 


company’s use of cottage labour to perform 
quality control. Company insiders report 
that the completed packages are sent out 
for inspection. In San Diego, for example, 
Kyocera uses about 750 Filipinas, often 
wives and daughters of workers at the 
company's plant. 

Packages that pass muster are shipped 
off to customers. Kyocera's current key 
part is the pin grid array, which go to In- 
tel's huge facility in Penang, Malaysia. 
There, the US firm does the bulk of its 
ceramic assembly and testing, and all of its 
ceramic package development. 

Intel recently introduced a series of ul- 
tra-fast variations on its bellwether 486 mi- 
croprocessor chip. They contain circuits 
that double the speed of the processor from 
25 to 50 Megahertz, and from 33 to 66 
MHz. According to Jardine Fleming ana- 
lyst Steve Myers, these chips are very 
popular, not only with buyers of new ma- 
chines, but also with PC owners looking to 
upgrade their old computers to handle 
power-hungry software like Microsoft's 
Windows. But because the chips run too 
hot for cheap plastic packs to handle, they 
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must be housed in ceramic. 

Matching the thermal prop- 
erties of chip and package is 
vital to the smooth functioning 
of the whole. Package makers 
like Kyocera and Intel's other 
main supplier, NGK Spark 
Plug, are brought into the proc- 
essor design cycle about half 
way through. 

"We've been working with 
Kyocera for many years," says 
E. K. Chong, who manages In- 
tel’s Penang package technol- 
ogy development group. 
“We're upfront with them, be- 
cause we need them to support 

s." Having finished work on 
the Pentium, the group is now preparing 
packages for the Pentium's successor, code- 
named P6. 

As future generations of microproces- 
sors loom, can Kyocera maintain its status 
as Intel's most-favoured supplier? Espe- 
cially as IBM girds up to enter the merchant 
market? And can ceramics hold their per- 
formance edge over plastics indefinitely? 

Jack Rubin, the former Kyocera Interna- 
tional vice-president, has answers to these 
queries. "Someday plastics may replace 
ceramics," he concedes, "but the real ques- 
tion is, can you guarantee reliability?" As 
Rubin points out, when customers are pay- 
ing US$900 for chips like the first-genera- 
tion Pentium, “who cares if the package 
costs US$10?” 

The odds are that Kyocera will be able 
to keep Intel’s business using the same tac- 
tics — service and dependability — that 
enabled the company to win it in the first 
place. As IBM ceramic packaging supremo 
Rao Tummala ruefully admits, “Even 
though we have the best technology, that’s 
only part of it — it takes a lot more than 
technology to keep a customer happy.” m 
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Burning Up the Wires 


| — €— a hot telecoms market 










: tre areas: Snes 
~~. ing, telecommunications 
lls.. Despite this year's upward 
f ceramic packages have his- 
flat. And, for all their eco- 
1ess, solar cells are still very 
much a niche market. That leaves telecoms 
as the company's best bet for the future. 

"Kyocera can grow, but there is no 
comparison with the growth in telecoms 
business,” says Sachio Semmoto, senior 
vice-president of DDI, the company that he 
and Inamori set up to exploit the deregula- 
tion of Japan's telecoms market. 

Founded in 1985, 
DDI is easily the 
most successful of 
Japan's three new 
long-distance carri- 
ers, It is also Japan's 
fastest-growing pro- 
vider of cellular 
phone services. In 
the year ended 31 
March 1993, after 
just five and a half 
years in business, 
the company logged 
sales of US$2 billion 
and more than 
US$200 million in 
non-consolidated 
profits. 

Kyocera holds 
25% of DDI's shares, the largest single stake. 
As CEO, Inamori directs company manage- 
ment and day-to-day operations at DDI. 
“His main focus is SURTeRy explains 
Semmoto. 

For example, DD! developed a key com- 
petitive weapon: a box that automatically 
determines the least-cost route for long-dis- 
tance calls. If DDI is selected, it automati- 
cally dials the company's four-digit prefix. 
Inamori decided to give the box to sub- 
scribers free of charge. 

This was not only a clever way of boost- 
ing DDI’s sales; it also gave Kyocera an 
entry into the telecoms components busi- 
ness. Japanese phone makers now rou- 
tinely include least-cost router chips in 
their products, and Kyocera is the sole sup- 
plier. 

. lnamori always dreamed of achieving 
:component-to-system vertical integration 
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in computers but Kyocera never cut much 
ice as a PC maker. Now, at last, his dream 
is coming true in telecoms. “We have the 
technical ability to provide all the compo- 
nents” that DDI requires, he says, “and to 
operate the network. 

Inamori exaggerates. According to well- 
placed industry sources, Kyocera’s tele- 
coms technology is nothing special. None- 
theless, DDI does represent a wonderful 
semi-captive market opportunity for 
Kyocera. And Inamori intends to exploit it 
to the hilt. 

That’s especially true in mobile commu- 
nications, an area that Inamori himself de- 
cided to enter. Thus far, red tape has kept 
DDI out of the lucrative Tokyo market. But 
in attempting to protect Nippon Telegraph 
& Telephone (NTT) from the rigours of free- 
market competition, the bureaucrats have 
not only turned Ina- 
mori into an out- 
| spoken advocate of 
deregulation, they 
have also made him 
even more deter- 
mined to succeed. 

DDi's big chance 
wil come next 
March. The com- 
pany is one of three 
granted a licence to 
compete with NTT in 
the new, digital 
cellular market. 
High prices and ex- 
cessive regulation 
have thus far kept 
cellular penetration 
in Japan to a measly 
1% of the population, well below levels in 
the US and Europe. Now, with freer com- 
petition on the way, the market looks set to 
explode. And Kyocera, which already pro- 
duces a best-selling portable cellular phone 
for ppt, should be a major beneficiary of 
this growth. 


At the same time, a second, potentially | 
even larger market beckons. This is the | 
personal handy phone (PHP), Japan's ver- i 
sion of next-generation cordless phone | 
technology. Unlike cellular, PHP will not be — 


mobile, but it will be much cheaper to buy 


and use. Large-scale field tests of the tech- | 
nology are scheduled in Tokyo later this | 
year. If — a big if — the bureaucrats give | 
the go-ahead, commercial deployment | 


could begin as early as next year. 


When Inamori says that “our prospects | 
for the coming five years [in telecoms] are | 


very bright,” 


few would disagree. e 
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pring has brought hope that Japan 
is pulling out of its three-year 
slump. At best, however, the recov- 
ery will be anaemic, most agree. 

“The recession finally bottomed out in 
the January-March quarter," contends 
Kazuaki Harada, chief economist at the 

Sanwa Research Institute. "There isn't 
much momentum, though, to really push 
the overall economy up.’ 

Harada and other economists reckon 
Japan’s real GNP grew 0.8% in the fiscal 
year to 31 March, the lowest figure since 
calendar 1974. Although the government 
is sticking by its projection for 3.3% GNP 
growth this fiscal year, most private econo- 
mists expect something more like 1.4%. 

What meagre growth there is stems pri- 
marily from government spending. Econo- 
mists say the government's latest supple- 
ary budget, at Y132 trillion (US$120 





ment 
billion), will add 1.5 percentage points to 
1993-94 growth, offsetting the contraction 
in private demand that is expected to last at 
least until the October-December quarter. 

When and how strongly private de- 
mand will revive is the big question. On 
the corporate side, businesses are still slash- 
ing costs. Manufacturers have already 
taken relatively tough adjustment meas- 
ures, but the vast and inefficient service sec- 
tor still needs paring, says S. G. Warburg 
economist Jesper Koll. Economists expect 
the fall in wages, bonuses and overtime to 
continue through the fiscal year. They also 
expect unemployment to rise. The unem- 
ployment rate stood at 2.3% in March, up 
from the 2.2% averaged in 1992. 

The one private-sector bright spot is 
housing investment. Seasonally adjusted 
housing starts rose 3.9% in March to the 
highest level since March 1991. Analysts 
say this reflects strong demand for reason- 
ably priced condominiums. 

. Not so bright are other indicators re- 

lated to private consumption. Real house- 

hold spending declined a year-on-year 

3.4% in March, while retail sales dropped 
10.3% on the year in April. 

..— With final demand still in the doldrums, 


^-"ándustrial activity remains sluggish. Pro- 





-duction rose a year-on-year 2.1% and ship- 


= -— ments 2.2% in February, but slowed to 


0.5% and 1.6%, respectively, in March. 
Private investment is also poor. After 
accelerating during the last quarter of fis- 
cal 1992-93, a normal seasonal trend, or- 
¿ders are expected to taper off in line with 
~ the still weak levels of capital expenditure, 
say: -Peter Morgan, chief economist for 
Merrill Lynch Japan. 









HAPAN 


ish Pick-Up 


Money growth, however, appears to 
have picked up, despite a downward blip 
in March. After falling 0.3% year-on-year 
in March, M2 plus certificates of deposit, 
the most widely watched measure, posted 
a surprisingly strong 0.6% rise in April. 
Analysts attribute the pick-up to a rise in 
government pay-out for public works, 
which countered the drag created by the 
strengthening yen and sluggish corporate 
demand for funds. 

The yen’s rise to 110-111 against the US 
dollar from 124-125 at the start of 1993 is 
the biggest external influence on recovery. 
It has darkened the outlook for profit re- 


covery in the crucial automotive and elec- | 
tronics sectors, but it has also buoyed the | 





capitalisation of Japan’s financial institu- 
tions and subdued inflation. In the first 


quarter of 1993, consumer prices were up a 


modest 1.2% from a year earlier. 

The rising yen is also exacerbating trade 
frictions, largely because trade numbers are 
denominated in US dollars. April’s mer- 
chandise trade surplus was up 44% from a 
year earlier, at US$10.2 billion, the 28th 
consecutive month of increase. The surplus 
with the US rose 23% to US$4 billion. 

In the short term, analysts say, Japan's 
trade surplus will continue to swell, and 
the yen will remain strong, until domestic 
private demand strengthens. The imbal- 
ance, says Ministry of International Trade 
and Industry official Sozaburo Okamatsu, 
reflects reduced imports more than it does 
an effort by Tokyo to export its way out of 
the current slump. — 8 Jonathan Friedland 
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Tables 
Turned 


Sabah timber-export ban 
riles Kuala Lumpur 


he politics of tropical timber nor- 
mally pits ecologists who want fewer 
trees felled against profit-seeking 
loggers. But in the Malaysian state of Sabah, 
logging companies support a controversial 


| ban on raw-log exports that might conserve 








| forest resources and divert what is cut to 


the wood-based processing industry. 

The manner in which Sabah is being 
weaned off a reliance on the export of one 
of its primary resources is rare. But many 
logging-industry executives believe the 
move will generate more diversified 
growth. 

Critics, however, suspect that the issue 
has nothing to do with what is good for 
Sabah's timber industry. This camp be- 
lieves it is a fight between the federal and 
state governments about which one has the 
right to issue export permits. Some busi- 
nessmen in Sabah accuse the federal gov- 
ernment of being more concerned about 
Japan's wood-based industry than the 
state's downstream-processing sector. 

In December, the federal government 
imposed a temporary freeze on raw-log 
exports from Sabah. At the time, the 
opposition United Sabah Party that con- 
trols the state government cried foul. Offi- 
cials in the Sabah government, which de- 
rives more than half its M$1.3 billion 
(US$507 million) in annual revenue from 
timber-export royalties, suspected that the 
federal government was trying to under- 
mine the state's finances because of politi- 
cal differences. 

Whether or not politics was a motive, 
officials in Kuala Lumpur say they did not 
anticipate the impact on timber prices in 
Malaysia. Primary Industries Minister 
Datuk Lim Keng Yaik estimates that prices 
have increased to US$420 a cubic metre 


from US$190 at the end of last year. 


Japan's wood-based industry has been 
hard hit by the jump in prices. Japanese 
plywood companies depend on hardwood 
from Sabah for their best veneer, and about 
25% of Japan's furniture makers rely on 
raw timber from the state. 

"Concerned about rising prices and re- 





| s ponding to Japanese complaints, the fed- 





‘al government in April relaxed its export 
ze on raw-log exports. But by this time, 
ih h ad slapped its own ban on them. 
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At UPS, we pick up your shipments, 
handle all customs formalities (using our own UPS-employed brokers) 
and deliver them to their final destination. 

That may sound extremely simple. 
But theres a good chance your present shipping company 
doesn't work like that. Relying instead on other companies to 
provide these important links in the delivery chain. 
So remember, when you hand your shipments to UPS, 
you're handing them to a company that takes total responsibility. 


=o 


As sure as taking it there yourself. 
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owering over the very heart of 

Causeway Bay, Times Square offers 
its tenants a breathtaking view of the 
harbour on one side, and the racecourse 
and mountains on the other. 

Its two stunning granite and glass 
office towers rise to 39 and 46 storeys 
respectively. And each is ably supported 
by extremely efficient floor plates, ranging 
from 17,000 to 20,000 square feet. 


At Times Square you will also find 


®© DIRECT MTR ACCESS 





the very first fully diversified fibre-optic 
telecommunication system in Hong Kong. 
This ensures the highest quality of voice, 
data and image communication, and 


allows you easy access to services such 


as Citinet, Starline and ISDN. 
Every conceivable recreational amenity 
your staff could possibly wish for. 

Of course, any decision to move 
to Causeway Bay promises to be well 


received by your staff. Because your new 


oe 700 


SPACE CAR 


office is now a mere lift ride away from 
the most impressive combination of 
shops, restaurants and even cinemas in 
Causeway Bay. 

And below all this, a stunning open 
landscaped piazza, with its own clock 
tower and fountains. What better place to 
escape the pressures of the office? 

Gerti E] i 
If your staff are ever late for the 


office, they'd better have a good excuse. 


* L2225.000 SQ F1 
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n Causeway Bay 
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FIBRE - OPTIC 


Because Times Square can boast its very 
own MTR substation. 
And if you're worried about finding 
a parking space, don't. Times Square 
also includes a 700 space car park, which 
(in case you haven't guessed by now) 
is the largest in Causeway Bay. 
The time has come for Causeway Bay, 
In just the same way that mention 
of Kowloon Peninsula makes Harbour 


City spring to mind, so will Times Square 


COMMUNICATIONS @ 360 


soon be synonymous with the very best 
of Causeway Bay. 

And it’s no coincidence that both 
projects were the brainchild of a single 


company. Wharf. 


Times Square will soon be ready 


Hf Ml E 





HARBOUR 


for occupancy, and such is the 
interest in this project that blue-chip 
multinationals like Shell and Hoechst 
have already reserved office space. 

To enquire, please contact any 
of Times Square's leasing agents: 
First Pacific Davies Tel: 842-4222 
Jones Lang Wootton Tel: 846-5000 
Harriman Leasing Ltd. Tel: 738-8200. 

We'd be very interested in hearing 


your point of view. 


AND ISLAND VIEWS & 


PRIVATE BANKING 





WHILE MOST COMPANIES 
BOAST ABOUT HAVING A LARGE 
NUMBER OF CLIENTS, THEY 
INSIST ON HAVING ONLY A FEW. 


I'm not complaining. Far from it. Standard Chartered Equitor Group offer me a level of service and 
After all, because they have just a few select clients, they can confidentiality which | expect from someone who is managing my wealth. 
spend more time talking to me, understanding my problems and thinking I wouldn't settle for anything less. But then again, neither 
up better solutions. would they, 
They also have the advantage of having P Equitor is the financial services division of the 
7 : " Standard = Chartered 3 


———— — -- — ——— 


been in Asia for more than 130 years, so they Standard Chartered Bank Group, offering Private 


IH 
know all about the business culture in the region. Equitor Group Banking Services. 











“The state government doesn’t seem to 
care about the industry,” an angry Lim 
says. “Millions of ringgit will be lost.” 

A spokesman for the Japanese plywood 
industry in Tokyo says companies are seek- 
ing other suppliers of high-quality timber. 
And in May talks with officials in Kuala 
Lumpur, Minoru Yoneyama, director of 
the Wood Distribution Division of Japan's 
Ministry of Agriculture, Forestry and Fish- 
eries, sought a lifting of Sabah’s ban on 
raw-log exports, which has forced many 
timber mills in Japan to a standstill. “We 
hope for a grace period to adjust to the 
situation,” he said. 

Lim says the federal government never 
intended to ban raw-log exports totally be- 
cause of the negative effect such a move 
would have on Sabah's timber industry. 
Rather, he prefers to reduce gradually the 
number of export permits, phasing out log 
shipments entirely within three years. 

Officials in Sabah argue that banning 
raw-log exports will not seriously affect the 
state’s budget, which estimates timber 
earnings this year at M$690 million. “We 
are drawing sustainable revenue from the 
downstream-processing industry,” Sabah 
Chief Minister Datuk Joseph Pairin 
Kitingan says. 

What happe ned, according to analysts, 
is that rising prices in the world market 
made the downstream-processing sector 
much more profitable. As a result, the 
Sabah government says it will raise taxes 
on the downstream industry to make up 
for the estimated M$400 million revenue 
shortage from lost raw-log exports. 

“The local industry on the whole sup- 
ports the ban,” says Datuk Andrew Tham, 
head of the Sabah Timber Association. 
“The downstream sector can now afford 
the increased tax burden.” 

But Lim doubts that Sabah can expand 
its tax collection on processed timber much 
above the current level of M$300 million. 
Some economists believe the state govern- 
ment is bluffing by eating into its cash re- 
serves. 

Environmentalists, meanwhile, are 
happy with the ban on raw-log exports. 
They point out that Sabah must cut back 
on raw-log exports to help conserve its for- 
est resources. The state’s 4.4 million hec- 
tares of forest accounts for about 25% of 
Malaysia's total forested area. 

Until Sabah’s ban on raw-log exports, 
the prospects of scaling back logging to a 
sustainable annual level of 8 million cubic 
netres of raw logs were slim, analysts say. 
-ogging output exceeded 11 million cubic 
netres in 199] and 1992. 

Nonetheless, the ban may have only a 
imited effect on the environment. The 
abah Timber Association's Tham says that 
lemand from the downstream-processing 
ector is outstripping the state's raw-log 
upply. In 1992, the sector consumed a 8.2 
nillion cubic metres of raw logs. s 
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Ripple Effect 


Bust-up at Hongkong’s Arral makes waves 


By Henny Sender in Hongkong 


fter the divorce, the custody battle. 

And for merchant bankers Anil 

Thadani and Louis Bowen — the 
once-celebrated team behind Arral & Part- 
ners, a Hongkong investment vehicle — 
the parting has already proved as bitter as 
any family break-up. 

Some time soon, the two men will learn 
which of them will have control of the prin- 
cipal offspring of their marriage: a US$176 
million investment fund known as APT2, 
short for Arral Pacific Equity Trust II. 

Just in case the fund's advisers decide 
that neither is a suitable guardian, some of 
Hongkong's biggest investment managers 
are lining up to offer APT2 a foster home. 
With good reason: fees for managing the 
fund amount to several million dollars a 
year. 

Watching intently are the US institu- 
tions who pooled money in APT2 last year, 
among them top names such as the IBM 
pension fund and life insurer John 
Hancock. When they signed up for APT2, 
investment prospects in the US were grim, 
Asia was booming, and Thadani and 
Bowen were superstars in the business of 
putting money to work in profitable deals. 
A year later, the picture is very different. 
The duo have split, and their reputations 
have been tarnished by revelations about 
the events leading to the breakdown. And 
while Asia is still a leading destination for 
foreign money seeking high returns, the 
Arral affair has placed a pall over the re- 
gion's direct-investment industry. 

"There were some high-flying deals, but 
not a whole lot of home runs" at Arral, 
says a competitor who works for an Ameri- 
can merchant bank. "Now, everyone wants 
to run for cover. It's disastrous." 

The fall-out, according to fund manag- 
ers, has spread far beyond Arral. “When 
people focus on how the deals were done, 
we are all hurt,” says another Hongkong- 
based merchant banker. 

One result is that in future, direct-in- 
vestment managers are likely to have less 
freedom. A fund recently launched by US- 
based Hambrecht & Quist, for example, 
has imposed stricter guidelines for its man- 
agers than was the case in the anything- 
goes atmosphere of the 1980s. 

Then, it often seemed that the pitch was 
more alluring than ultimate performance. 
The ingredients for success in the high-risk: 
high-reward business of direct investment 
were entrepreneurial flair, timing and the 
powerful chemistry between hungry egos 
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Thadani made the deals happen. 


— precisely the sorts of qualities Arral's 
principals personified. In the 1990s, inves- 
tors appear likely to demand they be bal- 
anced by greater financial discipline. 

Indeed, one of the bidders to take over 
APT2 is offering the fund's board of advis- 
ers — a vand. representing investors — 
more influence over the management of 
their cash. "Our proposals reflect the fact 
that Arral has had some problems; that it 
was the most badly managed situation," 
an executive of the bidding company says. 

It is the board of advisers which will 
decide who will manage APT2 in future. 
Currently, it is still run by Bowen, a former 
Citibank executive, who remains at Arral, 
along with what is left of the partnership's 
original staff. The Indian-born, American- 
educated Thadani has meanwhile formed 
a new fund-management vehicle in which 
London-based Schroders has a 25% stake. 

The news that Thadani is bidding to 
win back APT2 has not only triggered 
counter-bids from competitors but has re- 
opened the dispute that led to his split with 
Bowen. But in the way of failed marriages 
everywhere, neither side can agree on the 
basic facts of the breakdown. 

What is beyond dispute, however, is the 
regard in which the two men were once 
held. When US investment bank Merrill 
Lynch began soliciting funds for APT2 in 
late 1991, Arral was already well known to 
American investors through its predeces- 
sor, the US$30 million APT1. Although it 
took 18 months for Merrill to pull in the 
money, the response was eventually strong 
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enough to expand APT2’s US$150 million 
target. Out of about 40 subscribers, most of 
them American, IBM’s pension managers 
emerged as the biggest investors, with a 
US$25 million stake. 

The Arral duo appeared to complement 
each other perfectly. Thadani was the rain- 
maker: “He made the deals happen. He 
was a real player. You'd walk away from 
this guy thinking ‘Did he just sell me some- 
thing?"" recalls one direct-investment man- 
ager, no soft touch himself. 

Thadani may not have been meticulous 
about the details. But then he did not have 
to be. Bowen, it was widely assumed, was 
the man to make the numbers work, close 
the deals and monitor the investments; 
Bowen was the steadying hand, the rider 
trying to rein in the breakaway horse. 

In the 1980s, the two pulled off the kind 
of deals that others envied. Thadani found 
a soulmate in Adriaan Zecha, an Indone- 
sian-born entrepreneur who moved out of 
publishing and into hotel investments. 
Zecha's Amanresorts, a chain of luxury re- 
sorts in Thailand and Indonesia that were 
developed jointly with Arral, became the 
most visible sign of Arral's putative suc- 
cess. Zecha, who became a shareholder in 
Arral, was as mercurial as Thadani. "He 
was like quicksand," one associate recalls. 
"He would commit to anything." 

The team bought the Dorchester Hotel 
in London in 1985 and sold it six months 
later to the Sultan of Brunei at a handsome 
profit. In the same year, they also bought 
the Regent Hotel in Bangkok, selling it in 
1988 for what amounted to a 68% 
annualised return. And in the meantime, 
they had the foresight to buy land at the 
then-undeveloped beaches of Phuket on 
Thailand's west coast. Zecha later built the 
Amanpuri resort there. 

The investments multiplied, and so did 
their scale. But in retrospect, observers say, 
there were too many deals, and the firm's 
resources became over-stretched. 

Then came the mistakes. An aborted at- 
tempt last year to take over Air Micronesia 
left Arral with about US$2.5 million in ac- 
countants' and lawyers’ fees. While 70% of 
this bill was eventually recouped through 
legal action, the experience left scars. 
Bowen had initially set up the deal, and 
others blamed him for the mess. 

Simultaneously, financial problems 
were developing at Beaufort Holdings, a 
hotel group with properties in Australia, 
Singapore and Thailand that Arral had 
bought in 1988. Thadani brought in Payson 
Cha, managing director of Hongkong's 
HKR International, as an additional inves- 
tor. To do so, however, he had to provide 
Cha with guarantees that amounted to a 
put option on his stake. When time ran out 
on Arral's promise to find further inves- 
tors, Cha called in his guarantee; Arral had 
to repay him US$23 million. 

The partnership finally disintegrated 


last May, when Arral was negotiating to | E CONOMIES 


sell the land in Phuket on which Zecha's 
Amanpuri stands. Bowen abruptly called a 
board meeting while Thadani was in Thai- 
land to close the deal. Amid allegations 
about Thadani and Zecha's motives in the 
transaction, and counter-claims of a 
Bowen-inspired conspiracy, the board 
called Thadani home and asked for his res- 
ignation. Thadani left in uncharacteristic 
silence. He has since declined to comment 
publicly about the break-up under an 
agreement with APT2’s advisers. 

Zecha also quit Arral's board. He re- 
mains chief executive of Amanresorts, 
which he owns jointly with Arral. 

The APT2 fund now contains a ragbag 
of investments, some of them shared with 


APTI and Arral's own portfolio. These in- | 


clude a stake in Beaufort, whose troubles 


cost APT2 investors US$18 million. The | 


fund also holds a stake in General Hotels, 


which includes the Strand in Rangoon, and | 


several other developments, some suffer- 
ing cost overruns. The brightest holding 
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Bowen took care of the numbers. 


continues to be Amanresorts. 

Arral's own portfolio has also sustained 
considerable damage. Half of it had to be 
liquidated to meet Arral's commitments in 
Beaufort. Knowledgeable sources estimate 
its current annual return at around 15%, a 
measly reward for the high risks of direct 
investment. 

Some believe Thadani may yet come 
out on top. The board of advisers of APT2, 
one fund manager believes, would be wise 
to side with the man who scouted out the 
deals. “He had the overall plan,” says this 
manager, the president of a direct-invest- 
ment firm in Hongkong. “If you take him 
out, the whole thing is in trouble." Others 
point out that APT2 is now fully invested 
and monitoring, not deal-making, skills 
may be more in demand. a 
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A Little 


Boost 





Pakistan to receive new 
loans as growth dims 
cause for hope on 22 May, when the 


| IMF, the World Bank and Islamabad 
officials announced that they had agreed 
on US$1.25 billion in new loans, most of it 
at concessional rates of 0.5%. 

Detailing conditions of the loans — the 
first instalment of which is expected in 
October — officials said the caretaker gov- 
ernment agreed to greater fiscal discipline 
and to continue free-market reforms pur- 
sued by the ousted regime of Nawaz 
Sharif. All three parties seemed to agree 
that Pakistan’s economic landscape looks 
decidedly bleak. 

Interim Finance Minister Faroog 
Leghari is forecasting GDP will grow 3% in 
the year to 30 June, a full two points less 


akistan's floundering economy won 


| than his successor’s projection and the 











slowest in 20 years. 

A World Bank report released in early 
May had already sounded alarms, saying 
the Sharif regime failed to sustain earlier 
success in controlling the budget deficit, 
which in 1991 and 1992 exceeded the tar- 
gets pledged to the bank and to the IMF 
Finance Ministry officials say privately that 
the deficit will total more than Rs 120 bil. 
lion (US$4.5 billion) this fiscal year; the 
Sharif government projected Rs 80 billion. 

Despite strong export growth since 
1988, the report says, Pakistan still has a 
wide current-account deficit, and reserves 
equal a mere 5.6 weeks’ imports. 

During Sharif's 29 months in power, the 
Finance Ministry says, domestic deb: 
surged to Rs 600 billion from Rs 381 bil 
lion, and inflation to an official 12% from 
6.8% (The Institute of Policy Studies, ar 
independent group based in Islamabad 
estimates it at 20%.). 

Former finance minister Sartaj Aziz had 
blamed many of the country's economic 
setbacks on last year's floods. His critics 
however, fault what they see as profligate 
spending and botched attempts to liberal- 
ise the economy. 

Leghari says the budget to be an 
nounced in early June will pare develop 
ment outlays even in such essential sector: 
as telecommunications and highways 
slowing inflation to 8% but boosting GD! 
growth to 7.5%. He says it will also reduce 
bank borrowings, relieving a credit short: 
age that the interim government blames or 
the Sharif regime. m Salamat Al 
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in the Cockpit 


ine Airlines’ new pilot bail out or land safely? 


















ilippine Airlines 
ben Tan. Three 


control of the carrie 
as been working. 
Jany around. But a 
et it be known tha 
rolling stake, at the 
as learned that top 
nen are consider: 
hares in the airline. E 
This development suggests that the 
urmoil at one of the Philippines' largest 
'ompanies is not over, 14 months after the 
urline was privatised. A consortium 
‘alled PR Holdings 
icquired 67% of the 
'overnment's share 
or P9.6 billion 
US$375 million). The 
oup was led by An- 
onio Cojuangco, but 
t emerged in January 
hat his stake was fi- 
anced by Tan and 
hat differences over pum 
^e running of the air- | 
| 

a 


ian business- 
quisition of 


ne had emerged be- 
ween them. In Feb- 
uary, Tan took effec- 
ve control by buy- 
ig the Soriano fami- 
/'S shares, to raise his 
take in PR Holdings 
349.5%, 
: Now, another member of the consor- 
um, the powerful Ayala family, is threat- 
ning to file a suit to dissolve PR Holdings. 
' Successful, Tan could lose control of the 
irline. 

Whichever way the dice fall, Tan has 
ade the gamble of his life. He has in- 
ested about P6 billion in his PR Holdings 
ake, the equivalent of the capital stock of 
ie country's biggest bank. And he has 
ledged assets of his two main companies, 
ortune Tobacco and Asia Brewery, to 
hilippine National Bank as collateral for a 
5821 million loan made in March to cover 
art of the cost of buying two aircraft from 
oeing. 

If his investment sours, he jeopardises 
Xt only his own fortune but those of his 
inidentified) overseas-Chinese backers 
ho helped finance his takeover of PR 
oldings. But if he steers Philippine Air- 
1es out of the storm, he would be able to 
ake off his eee as a crony of the cor- 


institutions 
33% 


OUINE (002 


Government-controlled 


rupt dictator Ferdinand Marcos and be 
lauded as the rescuer of the country's flag 
carrier. 

Alternatively, if things work out well 
he could sell his stake at a profit. Tan de- 
clined repeated requests for an interview, 
but his brother Harry was asked by the 
REVIEW if Lucio wanted to sell out. "Our 


options are open,” Harry said. “But if we'll 


sell, it would have to have a good price. 
Mr Tan has partners. He would let them 
down if he sells the shares without a good 
margin." 

At least three businessmen have ex- 
pressed interest in bidding for Tan's shares, 
and airline officials have made presenta- 
tions to them about the firm's prospects, 
bp uno sources say. 
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The first is John Gokongwei, a Filipino- 
Chinese tycoon with interests ranging from 
Robinsons shopping malls, to hotels, food 
manufacture and banking. Tan's closest 
advisers say that their boss has given 


Gokongwei until 30 June to submit a firm. 


offer. They add that he has frequently 
asked Philippine Airlines' chairman, Carlos 
Dominguez, for detailed information on 
the airline's operations. 

The other two are top Malaysian busi- 
nessmen. One is Halim Saad, executive 
chairman of Renong, a big conglomerate 
with close links to Malaysia's main party, 
the United Malays National Organisation. 
The other is Tan Sri Lim Goh Tong, chair- 
man and joint managing director of 
Genting, which runs Malaysia’s only ca- 
sino and has interests in resorts, property 
and plantations. 

On 23 April, Philippine officials said 
Genting signed a US$100 million deal to 
build a hotel, casino and golf course at the 
former US naval base at Subic Bay. Halim’s 
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and Lim's contacts extend beyond South- — 
east Asia and could be useful in develop- - 
ing Philippine Airline's route network, for - 
example, in the Middle East and in China, 

sources say. | 

A number of Malaysian entrepreneurs 
were hoping to be given the licence to start 
a carrier to rival Malaysian Airline System. 
But at the end of May, the government ^ . 
decided to invite five firms to form a com == 
sortium that would complement, rather = 
than compete with, the country’s flag car- oo 
rier. Neither Renong nor Genting was 
asked to join the group. 

Sources add that two former ministers, 

Tun Daim Zainuddin of Malaysia and 
Roberto Ongpin of the Philippines, have — 
been trying to orchestrate a deal among = 
the parties involved. The sources say that 
Halim and Lim are joining hands with eae 
Gokongwei to make a bid for Tan's stake. - 
in PR Holdings. However, both Domin- 
guez and Gabriel Singson, the chairman of — 
PR Holdings, told the REVIEW that they 
have no knowledge of Halim's or Lims © .. 
eo in Gokongwei's possible bid... 

— aO, ^ further possibility 
> is that the Malaysians 
? could purchase a 
stake directly from 
Philippine govern- 
ment agencies. 

It is known that 
Philippine President 
Fidel Ramos broach- 
ed the idea of selling ` 
shares in the airline 
to Malaysian interests 
during his visit to- 
Kuala Lumpur. in- 
January. At that time, 
he had considered um 
selling the governe 
ments 198% stake ^. 
in PR Holdings as 8 
a means of resolving the dispute | between 
Tan and Cojuangco. ORTUS 

There are several Malaysian business- ^. 
men keen on investing in the aviation in- 
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dustry. One of them, tycoon Ananda .. e 


Krishnan, is said to have considered offer- : 
ing Tan US$184 million for his stake in > — 
January, but withdrew after Tan increased ^ 
his stake in PR Holdings the following CE 
month. The cost of the entire stake is - 
around US$225 million, but not all of it — 
could be purchased by Malaysians even if. — 
they wanted to. The Philippine constitu- — . 
tion stipulates that foreigners cannot hold - 
more than 30% of Philippine Airlines. - _ 
A source close to Tan says that he v vi ill. 
have to turn around the airline before he 
can sell his shares. "The timing is bad, with- 
the airline industry all over the world: in : 
trouble," he says. n 
Whatever the outcome of these 3 ma- 
noeuvres, Tan is not sitting pat and wait- 
ing for a good offer for his shares. In the 
past three months, he and his assista 






















have: gone ove he firm ` : 
comb “and we've realised i that w we can do a 
 lotin turning. it around, " says Harry. They 
have checked the. airline's purchasing in 
^ detail. “Some. ‘suppliers have even ap- 
10 _proached us voluntarily offering to lower 
their prices by: 50%,” a source adds. 
— .- Another thing they have noticed is that 
F the airline has receivables from govern- 
<a. ment agencies on which interest charges 
» are not imposed. Yet it has to pay high 
.'^. interest rates on debts to such agencies. 
—.. .“We can save P1 billion yearly from the 
^c company's purchases from suppliers if we 
~~ can put in sufficient controls," Harry says. 
~ Taws appointees found that the airline 
— was paying US$50,000 a month per aircraft 
^. to lease seven Shorts 360 inter-island air- 
«raft, but were not using them at all. 
-. c; "Something must be done just to reduce 
— . the losses on these planes, even sub-lease 
them at lower charges to smaller airlines," 
Harry says. 
Lucio Tar's relationship with other air- 
: line directors has been smoother than 
some feared. There are now three people 
‘who call the shots: Tan (who is vice-chair- 
. . man of the company), Dominguez (who is 
Ramos’ appointee) and Singson. “So far 
v.c it's a good check-and-balance system,” 
: Singson Says. 
~~ When Cojuangco took over at Philip- 
pine Airlines in March 1992, he put in a 
coo new and. confusing lay er of command in 
the form of six "representatives" of the 
chief executive. All but one of these people 
have since left. In their place, Tan has in- 
= stalled five of his own men to fill the posi- 
“tions of company secretary, comptroller 
and treasurer, as well as assistant vice- 
presidents for sales and purchasing. The 
chief financial officer, Edgardo del Fonso, 
has gone on leave and, it is said, will be 
- replaced by Bienvenido Tan, a business 
j pannan, of. Pa Meses and. no relation of 






























aws spies,” “says I Domisie. | “pui Iv was 
] irprised at how hard-working, how com- 
petent they are. Certainly they report to 
Med but so far they have shown that they 
respect t the established A chatfvof-command, 


nows h is assistant i is the 
é 5 esentative? Tan's man- 
| agemen and busi style cannot work in 
the airline,” he complains. "All his com- 
panies are cash-payment based — ciga- 
rettes, beer, and pork. He hates doing busi- 
ness on credit; and has been nitpicking on 
© why the airline has to borrow money. But 
| how can you run an une if you hate bor- 
sowing? 

vith the situation still unsure, whether 
: sell or not, or whether his rival the 
















EU “Ayalas will eventually land on top of the 
fight, the organisation is too demoralised | 


to be efficient," he adds. 

At the moment, the main question 
hanging over the airline's future is whether 
it can maintain its credit lines. Tan's busi- 
ness enemies claim that Manila's bankers 
will be unwilling to lend to a company con- 
trolled by a tycoon tainted with allegations 
of cronyism. In January, a loan syndicate 
— to finance the downpayment for pur- 


Tan emerged as Cojuangco's backer. 





‘AVIATION 


The president of a major bank partici- | 


pating in the syndicate points out: 


concern was not Tan per se. It was rather - 
the shareholders’ fight" among Tan and his | 
adversaries. “Bankers’ concern now is the | 
_ Japan and the rest of Asia has shifted to ar 
| Australian court. Escalating threats of air 
| trade sanctions between Washington anc 
_ Canberra have prompted Northwest Air 
| lines of the US to seek an injunction to give 


airline's business plan, particularly 
whether it has or hasn't a firm refleeting 
programme." 

Dominguez admits that this is a prob- 
lem, but says that the board will arrive "at 
a consensus very soon." Tan originally op- 
posed Cojuangco's plan to purchase four 
Boeing 747-400s, but was forced to go 
ahead with buying two of them to avoid a 
P800 million cancellation charge. 
Dominguez says that Chemical Bank wants 
to go ahead with Philippine Airline’s 
US$60 million Eurobond offering, but the 
issue has been postponed by the airline's 
board until the business plan is agreed 
upon. 

Even if the banks support the company, 
Tan still has to contend with the Ayala 
group, which has a 16.3% stake in PR Hold- 
ings. Officials of the group say that Ayala 
head Jaime Zobel de Ayala "just can't live 
with Tan, and he wants either his group's 
investments out of PAL or Tan out." 

A Tan official sees it differently. The 
Ayalas are desperate, he says. "They don't 
want us, and they found themselves left 
holding the bag when Cojuangco and the 
Sorianos struck a deal with us." 

The Ayala group has threatened to file 
a suit to dissolve PR Holdings, whereby 
the consortium would disappear, leaving 
each stakeholder with his proportionate 
share in Philippine Airlines. If they were to 
succeed, Tan would end up with only a 
third of the airline's stock. | 

If PR Holdings were dissolved, the 
Ayalas would try to persuade the govern- 


ment's agencies (owning a total of 46.3% of | 


the airline) to join forces with them to wrest 
control of the firm from Tan. A dissolution 
would leave the Ayalas with a swing vote 
of 10.9% of the airline’s shares, which Tan 

might have to purchase from them at a pre- 
mium. So far, the Ayalas have not made 
good on their threat to file suits in court or 
at the Securities and Exchange Commis- 
sion. 

The tangled tale continues. "Philippine 
Airlines is a microcosm. of the country,” 
Says Dominguez. “You'll find the best and 
the worst here.” a 
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Stop the 
Escalator 


America’s Northwest 


| seeks standstill in air row 


chasing new aircraft — collapsed when - 


By Michael Westlake i in n Hongkong - EM 


looming rift between Tokyo anc 
Washington concerning the right: 
of US airlines to operate betweer 


international arbitrators time to resolve th 
dispute. 

Efforts to curb what was viewed b 
Tokyo as excessive Osaka-Sydney traffic o 
these flights began last year, with Japas 
using it as a lever to broaden the argument 
Tokyo essentially wants to cut back on U! 
airlines' rights to fly beyond Japan to else 
where in Asia — rights gained by the U! 
in 1952. 

The move to sanctions was started b 


| Canberra, which decided that Northwes 
_ should by the end of May stop one of it 
| thrice-weekly flights on the Osaka-Sydne 


E 


route and make sure that no more thai 
half the passengers on the other two orig; 
nate in Osaka. The Osaka-Sydney route i 
the second leg of a flight from New York 

In response, Washington upped th 
ante by threatening to stop Qantas Airway 
of Australia from flying three of its 1 
weekly non-stop flights from Sydney t 
Los Angeles. US officials will not explai 
why a one-for-three argument is being at 
plied. A US airline executive, howeve 
points out that Australia's sanctions woul 
affect three Northwest flights even thoug, 
only one may be eliminated. 

Analysts also point out that access t 
Asia, much of it via Japan, is vital to U 
carriers while they engage in a price-cu 
ting bloodbath in the vast American mai 
ket. Northwest, for instance, receives abot 
a third of its revenue from Asia, whil 
United takes in about 23% of its revenu 
from the region. 

Qantas' response is perhaps predictabl 
“We knew we were better than North 
west,” a spokesman says, “but we didn 
know we were three times as good.” 

At present, the sanctions battle is sch: 
duled to begin on 30 May unless the is 
junction being sought by Northwest 
granted. But even then, the arbitratic 
process is likely to be slow — and applic 
ble only to the Australia-US situation. . 








CHINA 


IMF Ranks Economy 


The IMF ranked China's 
economy as the world’s third- 
largest, behind the US and 
lapan, based on purchasing- 
power parity. The report put 
—hina's annual output at 
US$1.7 trillion, four times 
arger than when based on 
»xchange rates. China says it 
'emains a developing nation, 
ind that the IMF 
'overestimated" its output. 


"EC May Be Phased Out 


4 State Administration of 
Exchange Control official told 
he China Daily that the 
yovernment may phase out 
oreign exchange certificates, in 
vhat would mark a significant 
itep toward China's declared 
soal of establishing a fully 
onvertible currency. The 
tatement, which the paper 
eported on 23 May, is the 
learest indication yet that 
uthorities are preparing to 
liminate the certificates, 
ntroduced in 1980. 





fu starts Bangkok project. 


HAILAND 
ransit Work Begins 


longkong builder Hopewell 
ioldings began construction 
‘its Bangkok mass-transit 
rstem on 23 May with a 
huddist ceremony attended 
/ Hopewell managing 
rector Gordon Wu and Thai 
ficials. The US$3-4 billion 
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China's FEC: on the way out? 


project involves a 60-kilometre, 


elevated rail and highway 
system. The first leg is due to 
open in 1996. 


VIETNAM 
State Firms Axed 


The government has shut 
down 2,000 money-losing 
state enterprises, and may 
close another 800, said Le 
Xuan Trinh, minister of 

the Government Office. An 
experimental "equitisation" 
plan to privatise some of the 
remaining 12,000 state 
enterprises has been stalled for 
a year by managerial 
resistance and problems in 
valuing the companies. 


HONGKONG 
Europe Taps Market 


The Nordic Investment Bank 
became the first European 
borrower to tap the so-called 
Dragon Bond market on 24 
May, launching a US$250 
million issue in the British 
colony and other Asian 
financial centres. 


SOUTH KOREA 
Competition for Kepco 
The government may allow 
private companies to compete 
with state-owned Korea 
Electric Power Corp. (Kepco), 
Minister of Trade, Industry 
and Energy Kim Chulsu said 
on 21 May. The cost of 
developing new power plants 
is weighing heavily on Kepco. 
As part of its deregulation 
campaign, the government 





may also sell off more of 
Kepco, in which it holds a 77% 
stake. 


Firms Plan Divestitures 


The nation's largest and third- 
largest business conglomerates, 
Hyundai and Daewoo, 
announced plans to shed 
several of their business 
affiliates. Hyundai will sell 
four companies; Daewoo will 
merge four by July and 
announce the sale of a major, 
unidentified unit. 


JAPAN 

Profits Plummet 

The country's top firms posted 
a drop of more than 20% in 
unconsolidated pre-tax profit 
for the year to 31 March, the 
Wako Research Institute of 
Economics reported. The 
decline was the sharpest 
since 1975-76, when the 

same survey showed a 444; 
drop. Sony's group net 
income fell 70%; Matsushita 
Electrical Industrial's plunged 
71%. 


INDIA 
Airline Merger Approved 


The cabinet decided on 18 
May to merge government- 
owned feeder airline Vayudoot 
with the state-run Indian 
Airlines, ending a 12-year 
history marked by losses 
accumulating to Rs 1.6 billion 
(US$51 million) by March 
1992. The merger will 
exacerbate the poor financial 
position of Indian Airlines, 
which is expected to post 
losses of more than Rs 2 
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billion for the year ended on 
31 March. 


NEW ZEALAND 
Textile Tariffs Reduced 


The government approved 
cuts in textile tariffs that will 
reduce the range to 13-20% by 
1 July 1996, from the current 
13-30%. Duties on most textiles 
and textile products will fall 
by one third. Those now 
exceeding 21% will drop to a 
maximum of 14%. Tariffs on 
most products are already 
being reduced by one third 
over the same period, 
leaving an average tariff of 
around 11%. 


TAIWAN 

Remittance Rules Eased 
The nation’s banks will be 
allowed to accept indirect 
remittances from China, 
according to rules announced 
by the Mainland Affairs 
Council. The policy is aimed at 
helping companies remit 
profits from their mainland 
investments. Meanwhile, the 
Ministry of Finance said 
Taiwanese banks will not be 
allowed to operate in China, 
regardless of whether the 
ventures are direct or indirect 
investments. 
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. Previous 3months Year Spot Previous 3 months Year 
Latest sale to 24 May Latest week ago ago 24 May ratet weekt agot agot 





Copper New York (3) 
Current delivery (May) 79.20 98.75 100.90 
July deliver 








Kuala Lumpur a ) 





Rubber Kuala Lumpur (8) 
Current delivery (Jungl 209.50 209,50 231.56 219.00 
July delivery 209.50 





Paim Oil Kuala Lumpur (4) 
Current delivery (June) 849.00 877.0) 1.039.00 889.00 
A 


Singapore (9) | 





Communist. China US$-Rmb 5. 729 HK$-Rmb 0.74105 Laos US$-Kip 720. 00 





ize | countries: — Vietnam US$=Dong 10,575.00 Cambodia US$=Rie! 3,500.00 
: $ ; " 
yer (July) irn Een iod dort Other: Commonwealth of independent States (former Soviet Union) USS«Rouble 940,00 


SDR1=US$1.40443 ECUT-US$1.1981 S$1«M$1.5893 
*Official rate Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 








Soyabeans Chicago (5) | B , m ^ 
Current delivery (July) 60800 60240 57320 59380 Currency Deposit and Bond Yields 
Aug. deliver 606.20 | 
s iesu Eurocurrency and Asian currency unit deposit rates (9o)T 
i 3 6 12 10 year govt 


24 May month months months months bonds yield 





^: (ürrentdelivery (July) 65.40 58.40 6575 64.35 Sterling 5.75 5.75 5.8125 5.9375 8.12 
Sept. deliv ; 





AS 48125 48125 4.875 4875 757 


(11 M$akg (2) US$ anoz (3) USe alb (4) M$ a tonne (5) USe a 0 Ib bushel 
16) USt a 56 Ib bushel (7) US$ a tonne (8) PSS1, Mea a í8) S$ a 100 kg (10) US$ a barrel i 
(11) BWD, Chittagong Mongla, US$ atonne Source: Telerate, International Jute Organisation tOffered rate Source; Telerate, Salomon Brothers 








— Economic Indicators, Selected Asian Countries 
Australia China Hongkong india indonesia Japan Malaysia 





US$9.31b (Feb) US$46.29b (Sept! US$28.9b(Dec91)  US$6.75b (Mar) US$10.88b (Jan) US$73.03b (Mar) US$19.44b (Nov) 
US$12.60b US$40.92b n.a. US$5.72b US$9.50b US$71.16b US$I020b ^ - 








; 8j i 
] Latest 3 months US$10.68 US$20.51b US$28.58b ! US$9.31bi8) US$87.16b US$10.31b 
“% change previous 3 months +0.6 -11.9 -15.4 ; 3d -2.3 -8.0 





‘Consumer Prices 

 Bàáse Jul 89-Jun 90-100 Mar 1992-100 Oct 89-Sept 90-100/2; 1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
Latest 3 months index average 107.4 (Jul-Sept} 12.2011} (Mar) 132.6(Feb-Apr) 243.7 (Sept-Nov} 143,3 (Feb-Apr) 105.4 (Dec-Feb) 1117 (Dec-Feb) 
% change previous 3 months +0.1 n.a. $2.1 41.5 «5.3 0.4 +11 


% change year earlier «0,8 412.2 «8,0 $9.3 48.9 44 c +48 


mai am ion estima sof GoP "Gv China & Japan for fiscal year) (2) Consumer Price index A (3) M2 or unenc m bank deposits {4} To March (5) IMF definition of reserves minus gold except for Singapori 
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BANGKOK 


Hard Facts 


hen Shroff looked at Thai blue chip 

Siam Cement's dismal 1992 results a 

few weeks back, it noted that the firm's 

tough accounting standards, including a 

five-year write-off period for its new plant, 

were as much a reason for its 8.47; down- 

turn in net profit as the glut of new capac- 
ity in the cement market. 

So it was no surprise that "Big Ce- 


© ment's" January-March net profit was 


. down 41% from a year earlier, to less than 
Baht 600 million (US$24 million). The sur- 
die is that cad ri d posted 





same period y a diii uo 

Siam City ^ Megniént's. s, uet profit. surged 
107% to Baht 62(f milliongpn a bare rise 
. in sales to Baht 2.8 bi fion. TPI Polene, 
^s which rufis. ad old -plast pellets plagt as 
| | gpt unit, reported 
risetiri nét profit tj Daht 289' ilion 
Incase i in sales to Baht". 3 bil- 
lion. Dos E 
What is going Assam vent, con- 
sidered one of "Asia bes naged and 
most efficient firms, falling poe on the 

job? 
— Hardly. A closer look at the books 
shows that all three started up new cement 
plants in the second half of 1992. But nei- 
ther Siam City Cement nor TPI Polene ap- 
pears to be writing them off. Depreciation 
costs should be substantial for Siam City 









< Cement's new 3-million-tonne unit and TPI 


<: Polene’s 2.4-million-tonne unit. 
Both companies claim a 40-year depre- 
ciation curve, but it appears that has not 


< started. In any event, broking analysts say, 


new equipment should definitely be on a 
five- to 10-year curve. 
Frances Middlehurst, Crosby Securities’ 


chief Thailand analyst, says the companies 


—- especially TPI-—- are classifying the new 
facilities and their pre-operating costs as 
assets: “There is a tremendous amount of 
capitalisation at TPI,” he notes. In essence, 
-both appear to be buying time: if the prof- 
its start rolling in from an upturn in the 
cement market, they can begin depreciat- 
ing without hurting their results. 

. But more likely they are just putting off 
-the pain. Since late last year the cement 





industry has gained more than 9 million 


new tonnes of capacity, and it is not work- 
. ing full time. Siam Cement has other ca- 
^. pacity shut down for maintenance, and it 
—may be temporarily mothballed. Mean- 
while, the construction industry is on a dis- 
tinct Aon un, perhaps for a me of 








Il Jan. -Mar. '92 
Wii Jan.-Mar. '93 


years. All this adds up to a big oversupply. 

That does not explain all the increase at 
the two companies, both of which have 
massaged earnings with "unrealised ex- 
change gains." TPI, whose year runs from 
October to September, reported an interim 
net profit of Baht 726 million, up from Baht 
368 million a year earlier. 

Of that, analysts say, Baht 490 million 
was exchange-rate gain. TPI is a big Deut- 
schemark borrower. These loans may have 
produced some short-term gains. But over 
the length of the borrowings? And is it a 
coincidence that TPI reported these gains in 
the October-December 1992 quarter, just 
before raising capital? a Paul Handley 


HONGKONG 


Costly Probe 


t has been nine months since Hong- 

kong’s Securities and Futures Commis- 
sion (SFC) asked Finance Secretary Hamish 
Macleod to investigate the affairs of sev- 
eral companies in the Allied Group uni- 
verse controlled by Malaysian-Chinese 
magnate Lee Ming Tee. But after spending 
HK$41 million (US$5.3 million), the inves- 
tigation is running out money, and many 
stockmarket analysts are wondering 
whether the inquiry will ever result in any 
charges. 

In August, Macleod appointed Nicholas 
Allen, a partner with Coopers & Lybrand, 
to direct the inquiry, which has subse- 
quently been widened to embrace 22 com- 
panies and at least one more transaction 
than in its original mandate. "The paper 
chain for these deals is long and arduous,” 
a former SFC staffer says. : 
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It is also costly, and sources close to the 
SFC say Macleod is "a person who needed 
pushing to get involved in the first place." 
They say he has refused a request from 
investigators for additional funds. "He 
might be the wagon master," one source 
says, "but basically, the train is being 
driven by the Src.” 

Tam Wing-pong, deputy secretary of 
the government's financial-services branch, 
says: "We are prepared to go to the Finance 
Committee if we need more money. But in 
the past, we have spent to no avail." 

Since the investigation was announced, 
several Allied companies have been sold 
— such as Santai Manufacturing, Tung 
Wing Steel and Guardforce — for more 
than HK$1 billion. The prices Allied has 
received for its holdings suggest that regu- 
lators may have been doing Lee, a veteran 
asset trader, a favour by providing an in- 
centive to move on. 

Allied's interest in. disinvesting has 
come at a time when China-based entities 
are looking for vehicles to use as back-door 
listings on the Stock Exchange of Hong- 
kong. Tung Wing Steel is now in the hands 
of Peking-based Shougang Iron & Steel and 
Li Ka-shing's Cheung Kong (Holdings) of 
Hongkong. A 51% shareholding in Santai 
Manufacturing, another Allied unit, is to 
be injected into Tung Wing shortly by its 
new China parent. 

Asia Securities, another company for- 
merly in Allied's stable is currently in play, 
an unusual spectacle for Hongkong. Lippo 
Ltd, which bought a 33.35% stake in the 
securities company last year through 
Wynwood, a subsidiary of its Hongkong 
Chinese Dank, wishes to acquire the re- 
maining shares. But it will first have to fend 
off an unexpected challenge from 
Chinachem, a private company. And that 
means, in all probability, a better deal for 
minority shareholders in at least one of the 
many spin-off deals for Allied units. 

Because back-door listings such as 
Shougang's are being scrutinised more 
closely, former Allied companies have 
hardly disappeared from the headlines or 
regulators’ radar. But some critics contend 
that the sFC can do little more than bluster 
in its actions towards Allied. 

Nonetheless, “the whole thing has come 
to a critical stage,” says Tam of the govern- 
ment’s financial-services branch. “The in- 
spector is finalising his written reports." 

Once the companies being investigated 
receive the reports, they can dispute them 
ask for a judicial review or seek legal ac 
tion. If the authorities conclude there is à 
basis to press charges, they will do so. Bul 
nobody, least of all Lee, appears to be hold- 
ing his breath. m Henny Sender 
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e key 
» to hoo finance: 





Development, Environment, Learning, Governability 
in a complex and uncertain world: The Club of Rome, to which this key 
provides access, works with the coming generations. | 


In today's changing and uncertain corporate environment, long-term success can 
be achieved only with the support of a reliable and sophisticated financial partner. A 


very limited number of international banks have the resources and commitment to 





play such a role and be a genu ie par 






tner. Swiss Bank Corporation is one of them. 
As an integrated investment and merchant bank, we consistently have ranked 
among the major forces in global capital markets and treasury, risk management, 
| international credits and corporate advisory services. Operating with a perspective 


that is a long-term as yours, we have a tradition of dedication to our clients. 
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; . booking, please state your requirements: 


International Business i in the 
San Francisco Bay Area. 


Saint Mary's College of California offers an international MBA 
program that is designed to integrate a global perspective on busi- 
ness with a conceptually rigorous exposure to the analytical skills 
and functional knowledge typical of MBA programs. For full-time 
students, this challenging, 72 unit program is available in an accel- 
erated 13 month format that commences on October 4, 1993. 

Founded in 1863, Saint Mary's College has been rated among 
the top ten regional universities in the western United States 
by US. News and World Report. The College enrolls 4,000 students 
and is located on a beautiful 425 acre campus 21 miles from San 
Francisco ànd 10 miles from Berkeley. 

To receive an application and a catalog, mail your name and 
address to: Saint Mary's College, Graduate Business Programs, 
P.O. Box 4240, Moraga, California, 94575 USA. Or, FAX to 16510) 
316- 6521. Telephone: 1(5 10) 631 4500. 
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ow you can 
have the China 
| Fax and Telex 
. Directory, the only 
directory of its kind 
available in the market. 


China Fax & Telex 
| Directory is a vital 
" communications tool for 
all China . traders. 
Compiled from our own 
- database, it provides the 
most comprehensive 
listing of up-to-date and 
| accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 


1. Alphabetically listed 

2. Industries Geographically listed 

3. Numerically listed — Fax 

4. Numerically listed — Telex 

You can get this extremely useful book by simply completing the 


order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 


.. Mail or fax to: The China Phone Book Co., Ltd., 
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OFFSHORE 
COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 
BAHAMAS $500 

B. V. ISLANDS 

DELAWARE 
GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
PANAMA 

S. IRELAND 
W. SAMOA 


ar jurisdictions and offshore trusts available 














DEGREE COURSES 


Take a Masters degree in Business 
‘Administration. (MBA) entirely at home 
anywhere in the world, Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, 
gineering, International 
as, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


+* 





ECONOMIST, ASIA 
(excluding Japan) 

Merril Lynch invites applications 
for the position of Economist, 
Asia to be based in its regional 
economics office in Singapore. 
The work will involve interpreting, 
analyzing and forecasting macro- 
economic data and information for the major Asian 
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Bangkok 3913112 24 fetis Pic s MONTE Asian economies with either a multinational financial 
Sydney 3639736 Tel: (65) 535 358) Fax (85) 535 3991 institution or an accounting/consulting firm. 
- STELLA HO * Proven report writing skills. 
Jakarta 5736611 Tet (2893 Sz 072 aan S61 Tien * Fluency in one or more of the major Asian languages, 
Taipei 7677390 KEVIN MIRECKI Attorney at Law preferably Mandarin. 
pe : tun Avenue d PEN "n. * Ability to work with spreadsheets and Knowledge 
Manila 8273930 Te: (310) 5814106 Fax (310) 5516684 of computer software like WordPerfect, Microsoft 
l For U.S.A. Corporations Toll Free Word, etc. 
Seoul 2530852 SUNA BANNAN e Willingness to work long hours and an ability to meet 
London 3340 008 | Edith cavel Street, era case ae tight deadlines, 


- Tek (230)212 9800 Fac (230) 212 9833 Compensation is negotiable and will be commensurate 
UK 0800-269900 with experience and qualifications. 
» USA 1-800-2834444 A Please apply within the next week, enclosing samples 
irl of your written work to 
The Chief Economist, Asia Pacific Region, Merrill Lynch, 
2 Raffles Link, Level 3 Marina Bayfront, Singapore 0103. 
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Auckland 4130561 
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BEHIND ci. n 65-3313750. 
BINGE The x enables rapid access 
THAT xe P | tothe most respected Asia-Pacific infor- 
| mation source: The Far Eastern Economic i 
ÀT FTEN NV . Review. Everything published during the dq A 
i = i53 Merrill Lynch 
| and date is detailed in the Review Index. 


| This essential research tool is also available as a cumula- 
tive annual edition. End hours of needless searching, Sub- 
scribe now and receive your Review Index four times per 
year, including the cumulative annual at US$59 per annum, 
or the cumulative annual alone for USS43 per annum. 


"CONSULTING OPPORTUNITIES": 
Lucrative part-time consulting 
opportunities in assisting an international 
venture capital partnership conducting 
research into future investment 
opportunities in non-traditional risk 
oriented regions of the globe, Presently 
research is focusing on North Korea, with 
an eye towards possible future relaxation 
of trade policies, Individuals should have 
current contacts, market expertise and 
area knowledge (confidentiality assured). 
Principals only. Please send resume to: 
MARKET VISTAS, Suite 140, 36 Four 
Seasons Center, Chesterfield, MO 63017, 
Attn: Dr. Andrew Tan. 
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By Simon Elegant in Hongkong 


im Severin, explorer, adventurer and 

scholar of things ancient may make 

a living doing what he loves, but it 
certainly has not made him rich. In Hong- 
kong for the launch of his latest expedi- 
tion, the 53-year-old Irishman admits that 
though he is being put up in one of the 
territory's grander hotels by one of his 
sponsors, he has to repair to a nearby sand- 
wich stall for his breakfast: “I can’t afford 
to eat in the hotel coffee shop,” he says. 
“They want three pounds for an orange 
juice. 

Still, eating sandwiches is presumably 
no great hardship for a man about to spend 
seven months on a 20-metre bamboo raft 
on which his main diet will consist of rice 
and salted fish. Nor, indeed, does Severin 
seem disturbed by the fact that, other dan- 
gers such as storms or being run down 
apart, there is a strong possibility the raft 
will simply sink in mid-voyage. 

“One of the most interesting questions 
of course,” he says placidly, “is whether 
these craft actually have a transoceanic ca- 
pacity. Normally, the bamboo only last 
three or four months and then the [air] cells 
fill up with water and you're gone, fin- 
ished." 

In the case of the raft Severin is using, 
the bamboo was treated with tree gum, a 
method of sealing he discovered in French 
colonial records in Vietnam, where the raft 
was constructed, and one of the only re- 
maining countries in the world in which 
bamboo sailing rafts are still regularly 
used. That coating will, Severin hopes, ex- 
tend the floatation-life of the bamboos. 

Severin does not seem like someone 
who would risk his life in mid-Pacific on 
an untested, century-old theory. In fact, 
soft-spoken and dappe likes to sport 
a cravat — he comes across more like a 
genial country squire than a swashbuck- 
ling explorer. 

“Actually, I'm very cautious, risk averse 
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Tim Severin 





Irish Explorer Sets Sail 





For US on Bamboo Rafi 


Expedition across the Pacific will test the hypothesis 
that ancient Chinese could have reached North America 


more than 2,000 years ago 


in fact," he says when asked about the dan- 
gers involv ed in trying to sail the Pacific in 
a raft that appears to have been assembled 
by dismantling one of the ubiquitous 
scaffoldings that cover buildings under 
construction in Hongkong and lashing its 
component bamboo poles together. It is the 
research that he really enjoys, not so much 
the v oyages themselves, Severin adds. 

But it is of course the expeditions that 
make the news and pay the bills. Severin's 
latest venture, in which he set out in mid- 
May to test the hypothesis that Chinese 
sailing in bamboo rafts could have reached 
the west coast of America several hundred 
years before the birth of Christ, is his fifth 
major expedition involving what he calls a 
“boat of true vintage," a carefully re- 
searched replica of an ancient sea vessel. 

The sailing raft is named the Hsu Fu, 
after the leader of an expedition sent out in 
221 BC by the first emperor of the Qin dy- 
nasty. There is no record that Hsu Fu, dis- 
patched to find the elixir of immortality for 
the ageing emperor, ever returned. But 
Severin believes that he and other Chinese 
mariners could have crossed the Pacific 
using the bamboo rafts. To back up his 
theory he cites similarities between ancient 


Severin aboard the Hsu Fu in Hongkong. 
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Chinese and Meso-American cultures ii 
areas such as calendars, technology, myth 
ology and architecture. 

As usual, Severin has been scrupulou 
in attempting to reproduce the vessel anc 
conditions that would have faced the Chi 
nese sailors more than two millennia ago 
One of the few pieces of modern technol 
ogy that the Hsu Fu carries is a video cam 
era on which the rigours of the journey an 
to be recorded for television audiences. Sh: 
also carries a life raft, several solar panel 
to generate the electricity for a small wa 
terproof computer and satellite transmitte 
which will allow the raft to send and re 
ceive brief written messages. 


ome of Severin's other voyages se 
out to prove similar hypotheses. Oh 
one occasion, for example, he teste 
the postulation that Irish monks crosse« 
the Atlantic in oxhide boats centuries be 
fore Columbus. Severin has also tried t 
trace the routes of mythical voyagers sucl 
as Ulysses on his return from the Troja! 
wars or Sinbad. There have also been over 
land expeditions, following the route of th 
Crusaders on a giant battle horse, for ex 
ample, or living among Mongol herdsme: 
when in search of Genghis Khan. 
Severin's first adventure was somewha 
less scrupulously faithful to ancient travel 
ling methods. “I was doing geography a 
university,” he explains, "and we had t 
come up with a project for the second-yea 
summer holidays. I wanted to avoid th 
usual ideas and so took a couple of motor 
bikes and a friend and went off to try arx 
follow Marco Polo's route to Cathay." Tha 
was the spark for a 30-year career. 
However, since his account of crossing 
the Atlantic in an oxhide boat — the bool 
was translated into 18 languages — thing 
have been more secure. And the TV docu 
mentaries he has started making of th 
voyages have also helped to defray ths 
costs. Perhaps after a few more expedition 
he will be able to afford room service. 1 
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We believe a bank should be built like a ship, 
strong enough to weather tbe worst storm. 


A Republic National Bank, we've struc- 
tured ourselves to stay afloat in a turbu- 
lent economy. 

Focused on protecting our clients' funds 
whatever the state of the economy, we've 
built a stalwart bank with a policy of 
strong capitalization, superior liquidity, 


balance sbeet integrity and excellent 
productivity.” 

For more information about Republic 
National Bank of New York, write for our 
latest Quarterly Report to: Information 
Center, Republic National Bank of New 
York, Fifth Avenue at 40th Street, New 





If you could stop time in its motion, freeze it for the moment...then 

pec see that, at that very moment, around the world, the people of 
wissair are doing a thousand and one things — all choreographed. 

All to guarantee travel exactly as you want it. And to perpetuate 

this performance everywhere, we've established a n with 

Delta Air Lines and Singapore Airlines, to deliver Global Excellence. 

For reservations, call your travel agent or Swissair. Time is everything. 





S aie rl by 
Hor Edgerton. 
Port of Swissair’s 
Time & Motion 
Series. 


An exhibit. 
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° CHINA’S OIL FOCUS: PHILIPPINES 
Far E astern Economic Tapping the Tarim Trade & Investment 





Drenched in the North Sea, baked in Ni! gustan Gulf, frozen in Alaska... 


THE GODS OF OIL 
MUST HAVE A FINE 


SENSE OF HUMOUR. 


WE don't mean to complain; 
we're extremely grateful to have 
been involved in many of the 
key oil discoveries of the twen- 
tieth century, so far. But take 
three of the most famous. 

If you were to stick pins 
in a map of the world, you 
couldn't pick three more 
dangerous, inhospitable and 
downright inconvenient places 
on earth to explore and drill 
for oil. 

Persia at the turn of the 
century was a virtually lawless 
land and work was continually 
delayed by. heat-stroke and 
sickness. 

The drinking-water was, 
according to one of our 
engineers, *best described as 
dung in suspension* 

Alaska, meanwhile, was "a 
mean, nasty, unforgiving place 
to work; according to one 
geologist. 

The tundra freezes to con- 
crete in winter and thaws into a 
sponge-like prairie in summer. 

Beneath is the permafrost, so- 
called because it is permanently 
frozen to a depth of 300 metres. 





A pretty conundrum for 
those charged with building 
380km of pipeline across it. 

Successfully completed, the 
trans-Alaskan pipeline remains 
one of the greatest feats of 
engineering ever undertaken. 
The same can be said of our 
North Sea platforms. 

Taller than Big Ben, these 
have to withstand hurricane 
force winds and 15 metre waves. 

As one skipper put it: 
“There’s nothing quite as vile as 
the North Sea when she is in a 
temper.” 

Admittedly we've been a 
little more fortunate with 
our latest discoveries. In the 
mountains of Colombia and the 
waters of the Mexican Gulf 
where we only have the occa- 
sional hurricane to contend with. 

Nevertheless, is it too much 
to ask that the next time we 
strike oil, the gods could exer- 
cise a bit more restraint...? 





For all our tomorrows. 





LETTERS 


Papered Over 

Your 15 April article [Owning Up] pertain- 
ing to the currency losses incurred by Ma- 
aysia’s Bank Negara has surprisingly 
lrawn little public reprisal criticisms or 
comments, possibly because of the manner 
n which the bank’s governor wangled his 
way out with explanations for his 
‘blooper.” While he tried to explain the 
oss of M$9.3 billion (US$3.72 billion) both 
n television and in à summary report in 
he local papers, he could not and cannot 
ustify why he ventured into the money 
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narket rather than confining himself to the 
ole of a banker managing currency. 

The governor also spoke with his 
»ngue in his cheek when he said that "the 
ank's loss is the nation's gain." Following 
is logic, and given that Bank Negara is 
Ye caretaker of insurance companies, if 
me of these insurance companies were to 
o kaput would the governor accept an ex- 
lanation that the loss incurred by the in- 
urance company is the gain of the work- 
hops, adjusters, agents and so forth? Ri- 
Nculous! While the prime minister has 
ome out in support of this “paper loss," 
mere is no doubt that he is compelled to 
«0 so to camouflage the blunder. Those re- 
ponsible have apparently not burnt their 
mgers and rumours have it that they are 
sill dabbling in the market. Obviously the 
esses incurred thus far have not taught 
Yem a lesson. 

SO TU PIT 
Kuala Lumpur 


tank on It 

our editorial The Aid Game [20 May] 
iticising the Asian Development Bank 
^DB) opines that "development has less to 
o with foreign largesse than with the right 
'onomic policies at home." 

Those of us who have worked in the 
d game for many years have already 
‘orked that out. That is why so many of 
se discussions in the ADB's board focus 
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strongly on policies — particularly sectoral 
policies — in developing countries. And 
that is why, in deciding whether to author- 
ise loans, we discuss investment priorities 
in borrowing countries, taxation policies, 
the pricing of public sector goods, incen- 
tives to help the private sector and 
strengthen markets and so on. All of this 
adds up to a strong focus on policy. 

The ADB may not have as much influ- 
ence on borrower's policies as some would 
like — this too, incidentally, is vigorously 
debated at board meetings — but a failure 
to give attention to policy issues is not one 
of its faults. 

PETER McCAWLEY 
Executive Director 

Asian Development Bank 
Manila 


I read with great expectation your article 

on the ADB in your 20 May issue [More for 

Less], but was disappointed not to learn 

more than what could be gleaned from ar- 

ticles in the daily press accounts of its meet- 

ing in Manila. | would have expected a bit 

more insight and analysis of why the Japa- 

nese and American positions were in op- 

position. With Japan's exerting increasing 

influence in international financial institu- 

tions such as the ADB and World Bank, its 
intentions are that much more important. 

REINHARD DRIFTE 

Newcastle East Asia Centre 

University of Newcastle 

Newcastle upon Tyne 

Great Britain 


Regarding the editorial and article in the 
20 May issue on the ADB, I would like to 
suggest, as an American taxpayer, that the 
ADB be privatised and its obscenely luxuri- 
ous headquarters in Manila be converted 
to office and residential condominiums 
and sold and the proceeds be divided 
among the bank's contributors. 
EUGENE V. CORAZO 
Chatsworth, California 





All Accounted For 

With reference to the article by Surya B. 
Prasai in your 29 April issue [Asia's La- 
bour Pains, THE 5TH COLUMN], it is untrue 
that "Singapore has anywhere between 
200,000-300,000 undocumented workers.” 
All foreigners who wish to work in Singa- 
pore must have the approval of the rel- 
evant authorities. Successful applicants are 
issued with work permits if their monthly 
salaries are $$1,500 (US$937) or below; or 
employment passes if their salaries are 
above S$1,500. There are currently more 
than 200,000 work permit holders in Singa- 
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Letters intended for publication must include the writer's name and address. « 


All letters are subject to editing for length. 


pore. These are legally registered foreign 

workers, and certainly not “undocu- 
mented” foreign workers. 

ELAINE-SWINN TAN 

Head 

Public Relations 

Ministry of Labour 

Singapore 


The Dismal Science 
Regarding your otherwise interesting 22 
April cover story on foreign economic as- 
sistance to Vietnam, to refer as you did in 
your sidebar [Plugging the Gap] to the ar- 
bitrary figure of US$200 a head as the 
country’s “living standard” is highly mis- 
leading. As anyone who has lived in Viet- 
nam for any length of time knows, living 
conditions have improved drastically in 
recent years. What has not improved is the 
ability of economists to describe living con- 
ditions numerically in a reliable way. 

OLLI LENTO 

Haiphong 
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Perils of Filipinas 
About your 29 April editorial on Filipinas 
working abroad as housemaids [Domestic 
Squabble], your point would have been 
more credible had you said that Sen. Blas 
Ople's "horse sense" is worthless to Filipi- 
nos. Marcos' rule spawned the debasement 
and degradation of Filipinos working over- 
seas, especially women. Ople's present 
concern for these helpless Filipinas is un- 
derstandable. He was Martial Law Secre- 
tary (later Minister) of Labour. 
ALEJANDRO B. IBAY 
Boroko 
Papua New Guinea 





Correction 

Lee Han Lim, a former officer whose views on 
South Korean army pay were cited in the 20 
May issue of the REVIEW, should have been 
described as a retired army lieutenant-general. 
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The view of industry 
observers is clear — Unisys has 
strongly positioned itself as a 
leading provider of UNIX 
offerings for the years ahead. 

Early on, we saw that an 
Intel-based UNIX system 
would protect a customer's 
existing investment in Intel- 
compatible peripherals. 

A recent AIM Benchmark 
demonstrates that performance 
of the Unisys Intel-based UNIX 
system is 
more than 


equal to 





that of any 
RISC-based system. 
And because we have 


unique experience with the 


©1993 Unisys Corporation 


Vision. 


iVécently the analysts looked 
- mto our UNIX strategy and 


- discovered what sets us apart. 





entire range of UNIX from 


desktop to mainframe, Unisys 
is unsurpassed at fully inte- 


grating UNIX systems through- 


UNISYS 


We make it happen. 


out an enterprise. 

All of which brings Unisy 
the recognition of today' 
information technology indus 
try. And helps our customer 
bring their business objective 


within sight. 


UNIX is a registered trademark of UNIX System Laboratories, It 


Sales Offices: China: 852-8793800 Hong Kong: 852-879 3800 India: 91-22 493 3560 Indonesia: 6221-548 5580 Korea: 822-768 1114 Malaysia: 603-263 2988 Philippines: 63-2-852 011 Singapore: 65-224 8333 
Taiwan: RA. 0.725 ASR? Thailand- 69.960 TARN Distrihutors: Rangladesh: Primax Computers 880-2-506908 Pakistan: Business Automation 92-21-568 1062 Sri Lanka: BC Computers 941437052 Datatech Ltd 941437938 











e reaction to a football club that - 
ete in a tournament but then in- 
g the laurels with the tournament — 
us. They would be hooted off | 
1 the Cambodian elections. _ 
sports is held in higher regard 
an election that they refused to 
their best to subvert — the Khmer 
r a say in the new: Cambodian 
‘hooting them off the stage, how 





government. I 


' ever, some of the major powers are taking the ‘claim seri 





. ously and once again warning about the consequences of ing ue 
_ withal to do so. The Cambodian people have done their | 
| part. Are we up to ours? 


-keeping the Khmer Rouge out. But if the election demon- 
- strated anything, it is that Cambodians no longer want the 
-consequences of keeping the Khmer Rouge in. 


The seeds of the problem go back to the 1991 Paris Peace : E 
_ Accords themselves. The whole enterprise was based on the | 
dubious supposition that a free and fair election would | . 


magically transform the Khmer Rouge from a genocidal | 
-band of outlaws into respectable parliamentarians. The - 
. United Nations Transitional Authority in Cambodia (Untac) 
would facilitate the process by disarming all the competing - 
factions. But the Khmer Rouge refused to disarm. Instead, - 
they took the occasion to intimidate their brother Cambodi- 
ans and threaten a pogrom of ethnic Vietnamese, all the 
while expanding the area under their control. Many thought 


the elections doomed because it soon became clear that > 


Untac was unable to protect its own staff, much less the | 
Cambodian people. . | | 
But the Cambodians proved everyone wrong. They de- | 
fied the Khmer Rouge. They journeyed long miles over | 
- some of the most heavily mined countrysides in the world. | 
. They went by foot, bicycle and bullock cart. And in so do- 
.ing they sent a powerful message to the world, beyond 
. misinterpretation. No matter whom they voted for — mem- | 
. bers of the Hun Sen regime originally installed by Vietnam, - 
_ Prince Sihanouk’s son Ranaridhh or representatives of the | 
_ other 18 parties — it is clear whom they voted against. In 
Short, this was a referendum against Pol Pot and the Khmer | 
Rouge. 
As such, the vote should finally lay to rest the theory - 
heard in Western salons about the soft spot Cambodians - 
have for the Khmer Rouge, supposed champions of equal- - 
ity and social justice. Certainly the signal has not been - 
missed by Cambodian leaders. Even Prince Sihanouk, who - 
had always talked of the need for a government of "na- - 
tional reconciliation" (a code word for including the Khmer - 
Rouge) has now reversed course. Speaking to a group of - 
visiting French lawmakers in Phnom Penh, the Prince said — 
he “totally renounced” his original idea to let the Khmer | 
Rouge participate. ac 
.. We welcome the Prince's change of heart and of course | 
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EDITORIAL 


Cambodian Courage 


Vote was a referendum against the Khmer Rouge 


. But let us not kid ourselves about the result. Cambodia 









| rily this means a government in Phnom Penh strong enoug 


P 


_ argued that a vote for opponent John Hewson would mean 
_a huge new consumption tax and offered his own income- 
, tax cuts instead. Although Australians were none too happy | 
about Mr Keating's performance, they were decidedly cool | 
about Mr Hewson's proposed new tax, despite the Opposi- — 

_ tion leader's promise that the overall burden would de- 


_ to argue that a rollback of the promised cuts — scheduled to |. 
_ go into effect this year — plus a few other tax increases are | - 
, necessary if the Government is to meet its goal of reducing 


. cuts. Mr Moore notes that cutting A$4 billion (US$2.76 bil- + 


|. spending and does nothing to help boost growth. And vot- 
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are heartened by the Cambodian public’s show of courage. 7 


remains a long way off from anything resembling deme 
cracy, much less a viable economic or political system. It has 
lits first vote, but that vote will mean nothing unless it 
ieads to a government with enough legitimacy and strength 
to protect its citizens and build, virtually from scratch, the 
stitutions necessary for reconstructing civil society. Prim 


stand up to the Khmer Rouge, however messy such a. 
campaign might be — and an international community will- 
ing to provide them with the diplomatic and military where- 








axing Mathilda 
Australia faces a budget crunch | 


romises can be expensive. Just ask Paul Keating. Dur- 
ing the hard-fought campaign that led to his March 
13 victory at the polls, the Australian prime minister 









crease. And so the prime minister was returned to power. «| = 
Now that he has won, however, the predictable voices | 
from the left wing of his party and the press have combined | ^ 


the deficit to 1% of GDP by 1996-97. Against this gloomy - 
scenario, Des Moore, a senior fellow of the Institute of Pub- — 
lic Affairs, has released a study demonstrating how the defi- _ 
cit could be brought down exclusively through spending 


lion) a year from expenditures of A$111 billion is relatively 
small when set against the kind of cuts that private Austral- 
ian companies have had to make. 

Indeed, the appetite for spending has grown ever more |. 
rapacious. Since 1989-90 Australia’s federal deficit has in- ^| 
creased by 16.5% and government employment is up 7-8%, - 
against economic growth of only 2-2.5%. As unhappy expe- 
rience elsewhere suggests (just ask former president George | =` 
Bush), raising taxes or rolling back promised tax cuts, espe- — 
cially during a recession, only fuels more government 





ers have a way of remembering it at the polls. 








The members of the Comex 
expedition pushed forward the 
frontiers of the impossible, living 
and working at an unprecedented 
depth of 1,700 feet below the 
surface of the Mediterranean. 
During this eight-day mission, they 
relied on an extraordinary time- 
piece: the Rolex Sea-Dweller. 

Part of what makes a Rolex 
Oyster so dependable is the design 


Y of its rugged 


{© case, which is 






sculpted from 
a solid block of metal, using 


as much as 60 tons of pressure. 





The Rolex movement is 


further protected by the Triplock 


Divers can function to 1,700 feet. 


Designed according to The Rolex Sea-Dweller to 4000. 


the same principles asasubmarine hatch, the prestigious red seal that signifies it 1s an 


winding crown. 


this ingenious device screws down onto Official Swiss Chronometer. 





the Oyster case to ensure a watertight The extraordinary process that goes into 


seal — in the case of the Sea-Dweller, 






making a Rolex helps explain why it has 
pressure-proof to a depth of 4,000 feet. 


DA accompanied underwater explorers to 


The Sea-Dweller also features a 





y) the freezing waters beneath the Arctic 
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T. a 
expanding gases within the Oyster case to be As divers descend ever deeper, 


patented helium escape valve to allow ice-cap and the depths of the Pacific Ocean 


released during the divers ascent, so the timepiece their Rolex timepieces will go right W 
ROLEX 


does not experience explosive decompression. along with them. of Candia 









After undergoing a series of gruelling tests 
at Rolex, Oyster timepieces are sent to an 
independent Swiss Institute, the Contrôle 
Officiel Suisse des Chronométres. There, each 
watch must successfully undergo 15 days and 
nights of rigorous testing before it is awarded 


The Rolex Ovster Sea-Dweller in stainless steel with matching Fliplock Oyster bracelet 
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| Nearly There 

The REviEW has learned that following 
a visit to Vietnam by a bipartisan US Con- 
gressional delegation, the leaders of the 
group — Democratic Sen. John Kerry and 
Republican Sen. John McCain — will rec- 
ommend to. President Bill Clinton that he 
proceed with normalising relations with 
Hanoi Clinton's first move could be to al- 
low Viétnam to receive a bridging loan to 
repay arrears due to the IMF when the 
Funds board of directors meet in July. 
During the delegation’s visit, the Vietnam- 
ese authorities opened an information cen- 
tre on Americans declared missing in ac- 
tion (MIA), and made available a host of 
archival material relating to. MIAs. 
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| Strait Up 

| A conference between top executives 
| from China's and Taiwan’s airlines held in 
| Shanghai in late May broke the ice for fu- 
ture cross-strait air services. However, 
while both sides presented their views on 
| the issues involved, there was little dia- 
| logue and no conclusions were reached. 
_ The Chinese authorities proposed offering 
| Taiwanese carriers the same airports now 
_ available for direct flights from Hongkong, 
and said a mix of domestic and interna- 
tional airlines would be allowed to fly be- 
tween the two sides. Ke De-ming, deputy 
director-general of the Civil Aviation Ad- 
, ministration of China acted as host, while 
| Taiwan was represented by the chairmen 
| of Great China, Makung and Formosa air- 
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Going for Gold 


Unconfirmed rumours have emerged i ino 
Tokyo that some of the gold ingots seized 


| from former Liberal Democratic Party 


kingpin Shin Kanemaru's office in March 

by public prosecutors are not inscribed — 
with serial numbers. Analysts say this ^. 
could indicate that the ingots were smelted 
in North Korea. Kanemaru visited Pyo 
yang as a guest of President Kim Il-Sun 
1990, and talks on the normalisation of dip- - 
lomatic ties between North Korea and Ja- 
pan began soon after. 







Seeking Shelter : 
Leaders of South Korea's opposition . 

Democratic Party are trying to work out... 

how best to shield former presidential càn- oo 

didate Kim Dae Jung from excessive pub- 

licity after his return from a six-month tour 

of Europe on 27 June. Kim and his wife 
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Kim looks for the quiet life. | 


want to lead a quiet life outside Seoul and 
to stay out of public spotlight so he can 
finish writing a book on South Korea's 
modern political history. His aides also say 
that Kim's pledge to retire completely from 
politics after losing the presidential elec- 
tion last December is still valid. 





Knotty Reefs 


China has called in Hanoi's ambassa- 
dor to Peking to protest the recent visits to 
the disputed Spratly Islands by Vietnam's 
Deputy Premier Tran Duc Luong and a 
delegation from the country's National 
Assembly. Meanwhile, recent foreign 
visitors to the headquarters of Viet- 
sovpetro, a Vietnamese-Russian joint ven- — 
ture oil exploration and production enter- 
prise, have been told the firm is preparing 
to begin searching for oil in the islands, — 
which are claimed in all or part by Viet- 
nam, China, Taiwan, the Philippines and 
Malaysia. 











Sharif's court victory sparks a campaign of sabotage by Ishaq Kha 


Kingdom Without Power 
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PAKISTAN 


A court order has called in question the right of the president to 
dismiss democratically elected governments. The bad news is 
that the prime minister may still be unable to govern. 


By Salamat Ali in Islamabad 
pP rime Minister Nawaz Sharif hailed it 


as a "victory of righteousness over 

evil." For the first time in the coun- 
try’s history — long punctuated by coups 
and arbitrary executive actions — the judi- 
ciary had unreservedly sided with an 
elected parliament and prime minister 
against a powerful executive president. 

The Supreme Court's 26 May decision 
to overturn Sharif's dismissal by President 
Ghulam Ishaq Khan left the prime minis- 
ter jubilant and apparently fully vindicated 
in his claim that no one should be allowed 
to trifle with an elected government. 

But Sharifs euphoria was short-lived. 
His 18 April sacking by the president and 
the plan for fresh elections in July were the 
result of the ongoing conflict between the 
head of state and the head of government. 
The conflict came to a head earlier this year 


10 


when Sharif initiated moves to amend the 
constitution to deprive the president of dis- 
cretionary powers to dissolve parliament 
and dismiss the prime minister. 

While the court ruled that there were 
no adequate legal grounds for the presi- 
dent's dismissal of Sharif, it did not dwell 
on discretionary presidential powers them- 
selves. Nor could it solve what is essen- 
tially a political conflict. 

The country now finds itself in a consti- 
tutional as well as political crisis. The presi- 
dent and the prime minister will continue 
to snipe at each other, with the opposition 
also joining the fracas. 

Returning to power after more than a 
month in limbo, Sharif's first priority was 
naturally to consolidate his power in par- 
liament and government. New elections 
thus ranked well down his list of priorities. 
But the election fever built up in the previ- 
ous month showed no sign of diminishing 
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after Sharif's return to office. Oppositic 
leader Benazir Bhutto and her Pakiste 
People's Party in particular made no secr 
of their stand that elections are the on 
solution to the political crisis. 

Meanwhile, the presidents men we 
doing their best to undermine support f: 
Sharif in the four provincial governmen 
where the governors and chief ministe 
are the president's nominees. As if to p. 
pressure on Sharif, the provincial legisl 
tures in Punjab and the North-West Fro 
tier Province (NWFP) were dissolved at tl 
request of the chief ministers. Observe 
predict that the unstable assembly in Sinc 
could go the same way soon. If provinci 
elections become inevitable, could the pe 
liament be far behind? 

In the national parliament, Sharif's co 
lition has a strength of 124 in a house 
204. But his majority could come und 
pressure with defections encouraged 1 
the president's followers. If the oppositi 
alliance decides to resign en masse to for 
the issue, the parliament could lose wh: 
ever legitimacy it has gained from t! 
Supreme Court's judgment. 
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Although a detailed judgment is still 
awaited, the Supreme Court ruled by a 10:1 
majority that the president's order of dis- 
missal was not within his constitutional 
powers. During the three-week hearing, 
the judges had taken care to prepare the 
country for their verdict. At the outset, 
Chief Justice Naseem Hasan Shah re- 
marked that all similar cases in the past 
had been decided on extra-constitutional 
considerations. This time the court would 
not disappoint the Pakistani nation, he 
said. Another judge remarked that the ac- 
tion of several MPs in handing their resig- 
nations to the president in late March 
amounted to blackmail of the prime minis- 
ter. A third judge observed that corruption 
and minor legal infractions could not be 
grounds for dismissal. 

Exhilarated by the judgment, Prime 
Minister Sharif's followers proclaimed the 
death of the 8th Amendment — the consti- 
tutional clause that gives the president 
extraordinary powers. Sharif quickly con- 
vened the parliament and sought the op- 
position's help in ridding the constitution 
of all its "irritants and aberrations." His 
euphoric followers soon began calling for 
President Ishaq Khan's resignation. 

Some hours before the court verdict, 
and apparently anticipating it, Ishaq Khan 
old a group of newspaper editors that he 
would not resign. He quoted a Persian 
verse: "Don't believe that the publican is 
lone with his task, for there are countless 
glasses of untasted wine yet to be distilled 
rom the grapes still on the vines." 

Reaction to recent developments have 
»een intriguing. Judging by local press ac- 
ounts, the postponement of the 17 July 
‘lections is no more unpopular than the 
esident's power to dissolve the parlia- 
nent. Nor has the court's judgment been 
tailed across the political spectrum. 

On 29 May, speaking at a seminar or- 
;anised by former army chief Mirza Aslam 
leg, People's Party chief Bhutto pointed 
ut that six of the 10 judges who ruled for 
tharif had upheld the president's powers 
vhen she was dismissed as prime minister 
n 1990. Bhutto asked what had changed 
ince then to bring about the new verdict. 

The taste of victory began turning sour 
or Sharif soon after his reinstatement 
vhen he found that his political support in 
ae provinces was no more than that en- 
ed by Bhutto after she had been dis- 
iissed as prime minister. Sharif's writ ran 
nly in the federal capital of Islamabad, 
vhich is surrounded on all sides by Pun- 
ib, the largest province with about 60% of 
1e national population. 

In late April, provincial legislators in 
unjab ousted a Sharif loyalist as the chief 
unister and replaced him with Manzoor 
Vattoo, a nominee of the president. The 
wief ministers of the three other provinces 
rere also the president's followers and had 
lephoned Bhutto, reportedly to ensure 
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that she would not turn against the presi- 
dent in his battle against Sharif. 

Realising that he must secure Punjab in 
order to maintain his hold in the country, 
Sharif and his reinstated cabinet soon 
shifted camp to Lahore, the Punjab capital. 
Meanwhile, after a meeting with President 
Ishaq Khan on the morning of 29 May, 
Chief Minister Wattoo requested that Gov- 
ernor Chaudhry Altaf Hussein dissolve the 
provincial assembly. 

Both men announced the assembly's 
dissolution at a press conference late in the 
evening. However, Sharif's camp claimed 
that it had submitted a no-confidence mo- 


Neutral 
Brass 


Nawaz Sharif's struggle for reinstate- 
ment as prime minister has split the 
country's ruling elite. The business com- 
munity, the bureaucracy and the rich 
land-owning class have been polarised 
between Sharif and President Ghulam 
Ishaq Khan. The split in the civilian es- 
tablishment seemed to spill over briefly 
to the military just before the Supreme 
Court decided to restore Sharif to power 
on 27 May. 

After Sharif was sacked on 18 April, 
most political parties demanded that 
the army should take charge of organis- 
ing snap elections on 14 July so as to 
ensure that polls would be free and fair. 
In a statement issued by the Inter-Serv- 
ices Public Relations Directorate on 24 
May a Defence Ministry spokesman re- 
vealed that, in view of the national con- 
sensus, the army had prepared a plan 
to conduct the elections. 

Next day, the Directorate issued an 
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tion by about 100 legislators at noon the 
same day. With a confidence vote pend- 
ing, the assembly cannot be dissolved. 

The issue was muddied further when 
the Punjab assembly’s secretary, Chaudhry 
Habibullah, was abducted from a dinner 
party the same day. The Punjab authorities 
and some eye witnesses accused three leg- 
islators from the Sharif camp of the crime. 
In the event, Sharif's followers applied to 
the High Court to stay the dissolution of 
the assembly. A day later, a similar drama 
involving the legislature was enacted in an- 
other province, the NWFP. 

The beleaguered prime minister reacted 
by seeking the support of the opposition's 
Bhutto in a bid to repeal the constitutional 
provisions for discretionary presidential 
powers. At the 31 May parliamentary ses- 
sion, Sharif announced à tour-men com- 
mittee to negotiate with the opposition. 
This implied that he was undertaking to 
send a binding advice to the president to 
drop all cases against all People's Party 
leaders which were initiated after Bhutto's 
ouster in 1990. 

While declaring her willingness to ne- 
gotiate, Bhutto reminded Sharif of her 
party's demand for fresh elections under a 
government of national consensus. But 
there is a still a wide gap in the positions of 
Sharif and Bhutto, and the latter is being 
wooed by the president too. Barring some 
unexpected extra-parliamentary interven- 
tion in national politics, Sharif might have 
to face elections sooner than he wants. @ 


unprecedented statement in which the 
army disowned the Defence Ministry's 
announcement and declared that it 
would wait for the Supreme Court's 
verdict on Sharif's case. This was super- 
seded within hours by a more circum- 
spect statement along the lines of the 
second one. The court's verdict came on 
the following day. 

In the past the army has been less 
neutral. In 1988, when the Supreme 
Court was deciding the legality of the 
dismissal of prime minister M. K. 
Junejo, then army chief general Mirza 
Aslam Beg reportedly advised the 
judges on their proper course of action. 

The Defence Ministry statement on 
24 May was seen by analysts as gener- 
ally supportive of the president's deci- 
sion on snap elections. The two subse- 
quent statements were seen either as 
reflecting the army's refusal to go along 
with its civilian masters in the Defence 
Ministry or as a declaration of neutral- 
ity due to a lack of consensus among 
the generals. In either case, it was clear 
that the army preferred to remain neu- 
tral in the latest political crisis. 

m Salamat Ali 


11 


REGIONAL 





TAIWAN 


The Tibetan Connection 


Taipei finds an ally in the Dalai Lama 








By Hamish McDonald in Dharamsala, India - 


he Chinese authorities quelled the 
latest bout of unrest in the Tibetan 


capital Lhasa easily enough with 
tear gas and harsh words about "splittist" 
elements. But developments outside Ti- 
bet could prove harder for Peking to han- 
dle. 

In particular, China is probably watch- 
ing very closely a visit to Taiwan in mid- 
May by Gyalo Thondup, minister for secu- 
rity in the Dalai Lama's Tibetan govern- 
ment-in-exile and a brother of the revered 
Buddhist leader. 

Thondup and two other aides to the 
Dalai Lama were received in Taipei by 
President Lee Teng-hui and other senior 
government leaders. 

Later, in a press conference on 20 May, 
Lee said that recent proposals by the Dalai 
Lama for self-rule were "totally consist- 
ent" with Taiwan's policy. "If the Dalai 
Lama wants to come to Taiwan, I wel- 
come him," the president said. "We could 
discuss how to achieve genuine freedom 
for Tibetans." 

The meetings were initiated by Lee 
around the beginning of the year when he 
sent his adviser Chao Tze-chi, to make the 
first substantial contact in 20 years. The 
Dalai Lama, in exile since 1959, has never 
visited Taiwan, but both sides now see that 
there may be diplomatic mileage in talking 
to each other. 

Taiwan’s initiative is part of its widen- 
ing effort to gain diplomatic recognition 
and, as such has the support of pro-inde- 


First Cut 


Taiwan has passed another milestone on 
the road to democracy, but it is one the 
government could probably have done 
without. After bouts of fisticuffs, name- 
calling and late-night caucusing in the 
legislature, Taiwanese lawmakers 
flaunted their independence by reducing 
the government's budget for the first 
time. 

Some legislators were unhappy that 
more could not be trimmed from public 
appropriations for the fiscal year 1993- 
94, which begins on 1 July. There were 
threats of violence from the opposition 
Democratic Progressive Party over pro- 
cedural issues. 
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pendence MPs in the opposition Demo- 
cratic Progressive Party (DPP). More open 
relations with the Dalai Lama, who leads a 
cause that is increasingly fashionable in the 
West, could only strengthen Taiwan's ar- 
guments for recognition, already but- 
tressed by its recent democratic reforms. 
"There are benefits for Taiwan in associat- 
ing with the special cause of Tibet, which 
has worldwide sympathy," said Tenzin 
Tethong, the Tibetan exile-government's 
finance minister 

On their side, the Tibetan exiles hope to 
see Taiwan depart from the hitherto com- 
mon position of Peking and Taipei that Ti- 
bet is part of China and that all discussions 
should start from acknowledgement of this 
point. “We are supporting Taiwan's mem- 
bership of the UN because, if that part of 
China can be independent, why can't Ti- 
bet?" Tethong said. 





Lee welcomes Dalai Lama's visit. 


Cross-party voting also emerged, as 


ideologically opposed lawmakers joined 
together to trim several pork-barrel 
projects which were perceived as invita- 
tions to corruption and mismanagement. 
But rudimentary cooperation with the 
ruling Kuomintang (KMT) still made it 
possible to meet a cabinet-imposed dead- 
line of 31 May for passing the annual 
appropriations bill. 

The 3.5% cut in the budget appropria- 
tion to NT$1.07 trillion (US$41 billion) is 
not expected to impact negatively on 
Taiwan's strongly growing economy, but 
several projects dear to the government's 
heart got postponed. Ironically, the big- 
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The Dalai Lama’s foreign minister, 
Tashi Wangdi, observed that President Lee 
made no mention of the traditional Chi- 
nese position on Tibet in his invitation to 
the Dalai Lama. “Now it seems that there 
is a possibility of starting relations on a 
fresh note,” Wangdi said. “We are cau- 
tiously optimistic that we will be able to 
make some headway this time.” 

But the Tibetans say they will not pro- 
ceed with the Dalai Lama's visit to Taipei 
until certain “misunderstandings” are 
cleared up. 

The exiles want to be sure that Presi- 
dent Lee's ideas of “genuine freedom” in- 
clude allowing Tibet to choose its own fu- 
ture. They hope Lee's government will re- 
iterate a promise they say was made by the 
late Kuomintang leader Chiang Kai-shek 
in 1959 that if the nationalists regained the 
mainland, they would respect Tibet's right 
to self-determination. 

The other “misunderstanding” concerns 
the activities of Taiwan’s Mongolian and 
Tibetan Affairs Commission, a cabinet- 
level body that still carries out political 
work founded on the government's long; 
standing official position that both Mongo- 
lia and Tibet are part of China. “This office 
has been creating some problems for us,’ 
said Wangdi. 

The exile government had found the 
commission's activities “very disruptive.’ 
Over the years, it had set up front organi: 
sations claiming to represent Tibetans 
lured disaffected elements to take part ir 
Chinese nationalist events in Taipei anc 
used the exile community as a base foi 
anti-communist intelligence activitie: 
which had brought a "severe reaction" or 
the Tibetans. 

Taiwan will have to make some dras 
tic changes at the Mongolian and Tibeta: 
Affairs Commission if it really hopes t 
win the Dalai Lama's sympathy for it: 
own diplomatic aspirations. 


gest single target of budget slashers was 
the amount set aside for a new legisla- 
tive building, which many legislators say 
is badly needed. 

KMT lawmaker John Kuan led the at- 
tack and succeeded in removing from the 
budget the NT$10 billion set aside for a 
modern parliamentary complex in cen- 
tral Taipei. 

Two sectors that narrowly survived 
the legislature's budget cutting fervour 
were the budgets for the Foreign Minis- 
try and the National Information Office: 
in both cases cuts made at committee 
level were reinstated in plenary session. 
But the battles in these sectors served as 
a warning that the days of rubber stamp- 
ing by a compliant legislature may be 
gone for good. m Julian Baum 
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Clinton delays on conditions to China's MFN renewal 


By Susumu Awanohara in Washington. 


or once the fumble-plagued Clinton 

administration could bask in praise 

from Congressional leaders. Accord- 
ng to Democratic Congresswoman and 
eading China critic Nancy Pelosi, Presi- 
lent Bill Clinton's 28 May executive order 
ittaching conditions on China's trading 
status was "bold," “courageous” and “his- 
orical" In the Senate, Majority Leader 
seorge Mitchell, said that the executive 
xder was "fair, reasonable, responsible" 
ind "cannot be improved upon." 

With support from key China critics in 
-ongress — as well as from the newly 
vocal business community and human- 
ights lobbyists including Chinese students 
ind Tibetan nationalists — Clinton 
ichieved a unity which has been sorely 
acking since the 1989 Tiananmen massa- 
re. By extending China's most-favoured- 
ation (MFN) status for a year and making 
ext year's MEN renewal conditional on its 
tuman-rights performance in the interven- 
ng period, Clinton has bought time for 
oth Washington and Peking. He also 
almed others in Asia who feared a dra- 
natic worsening of US-China ties. 

Some grumbling was inevitable, of 
ourse — mostly from those legislators 
vho feel Clinton was not tough enough on 
-hina. And, despite broadly agreeing with 
inton's decision, some Republi icans were 
Iso unhappy, recalling his criticism last 
‘ear of former president George Bush for 
coddling of Peking." Some Republicans 
vere quick to ask how much difference 
aere was between the policies of the two 
dministrations. “This is Bush without 
ush,” as one Capitol Hill staffer put it. 

Opinion may be divided on whether 
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Clinton's China policy resembles Bush's 
and if it will end the draining annual de- 
bate on China's MEN trade status. But there 
is wide agreement that Clinton's MFN deci- 
sion was superbly stage-managed — a feat 
which stands out against the administra- 
tion’s recent foreign policy gaffes. 

Clinton’s executive order consists of 
two “must-meet” conditions and five areas 
in which China must make “overall, sig- 
nificant progress” to gain MFN extension in 
1994. All these conditions concern human- 
rights, not trade or arms issues. 

The two mandatory conditions are that 
China grant freedom of emigration to its 
people and that it comply with a 1992 
bilateral agreement which was supposed 
to end exports to the US of products using 
prison labour. 

In addition, the executive order says 
China must make progress in: 
> adhering to the Universal Declaration 
of Human Rights, 
> releasing and accounting for political 
prisoners, 
> ensuring humane treatment of prison- 
ers, 
> protecting Tibet's "distinctive religious 
and cultural heritage," and 
9 permitting international radio and tele- 
vision broadcasts into China. 

In a letter to Congress, the White House 
said that next year the administration will 
also consider whether China has made 
"overall, significant progress" in a number 
of other areas, including: stopping forced 
abortion and sterilisation; ending religious 
persecution; seeking to resume dialogue 
with the Dalai Lama on Tibet, and ceasing 
the jamming of Voice of America broad- 
casts. These criteria were added "to ap- 
pease the various single-issue constituen- 
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in the executive order. 

The executive order distinguishes MFN 
renewal from arms proliferation and trade 
issues, saying that the US would “pursue _ 
resolutely all legislative and executive 
actions" to ensure that China abides by its 

nitments in the latter two areas. This 
separation reflects the growing feeling, 
even among China critics like Congress- 
woman Pelosi, that the MFN-conditioning: 
bills in Congress were loaded with s 
many diverse and onerous requirements 
that they had become MFN-revocation bills. 

While welcoming the executive orderas 
"an important first step," some human- 
rights advocates express concern about its 
implementation. "We're worried about — 
loopholes developing and about the lack = 
of transparency" when the administration — 
evaluates China's performance, says Am- _ 
nesty International’s Estrellita Jones. “The - 
test of the administration's commitment .- 
will be how it defines ‘significant progress . 
and whether it will back up its words with ...— 
actions,” Asia Watch's Mike Jendrzejezyk. 
adds. x 

There was also concern in some quar- 
ters about the role business interests played = 
in the MFN decision. Congressman Tom. 
Lantos, for example, was incensed by the 
business community’s active lobbying for 
an unconditional MFN renewal — as was a 
Tibetan activist who felt this was "totally 
wrong." Even Assistant Secretary of State 
Winston Lord, who was a key player in 
the MFN drama, said: "It would be very 
helpful if the business community lobbied... 
the Chinese Government to make progress 

. as effectively as they are lobbying the 
‘a ongress and the president.” 

It will take another year to tell whether 
Clinton’s executive order will mark the end 
of the annual MFN debate in Washington, 
experts say. Meanwhile, the Clinton ad- 
ministration will be seeking to move away 
from the annual tussle over MFN renewal 
that has dominated discussion in the past. 

A prominent Congressional staffer calls 
the executive order “an enabling exercise” 
through which the legislature hands back 
power to make foreign policy to the exe- 
cutive. “This is an attempt to begin to move 
the MFN debate from the centre of our 
China policy and construct a broader 
policy,” Lord commented. Even China 
critic Pelosi said: “We have to come to clo- 
sure on some of these issues.” | 

But they all stress that where US-China. 
relations will be a year from now and be- © 
yond will depend crucially on China's re s 
sponse to the executive order. It will also. 
depend on whether China can control i in 
flation and spread the benefits of growth 
evenly. This could be an essential condi- 
tion for preventing disorder and repres- 
sion, says Alfred Wilhelm of the Atlantic ; 
Council think tank. - 
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VIETNAM 
Plot Uncovered 


A Ho Chi Minh City court on 
27 May sentenced an overseas 
Vietnamese to 20 years in 
prison for attempting to plant 
bombs in the city, official press 
reports said. Tran Manh 
Quynh, a lieutenant in the 
defeated Saigon army who 
fled to the US in 1978, was 
arrested on 15 February while 
transporting six kilograms of 
explosives. Five others were 
given sentences of five to 15 
years for their part in the plot. 


UNITED NATIONS 
Dissident Banned 


The UN Secretary-General 
bowed to pressure from the 
Chinese government and 
blocked Chinese dissident 
Shen Tong from speaking at 
UN headquarters on 25 May. 
Boutros Boutros-Ghali called 
the speech “an act of 
opposition to a member-state 
of the UN,” and said it would 
“not be appropriate.” The US 


Boutros-Ghali gives in to China. 


delegation tried unsuccessfully 
to pressure the Chinese and 
the secretary-general to reverse 
their stand. 


CHINA 
Dam Protest 


In the first case of an 
environmental protest by 
foreigners in China, 
international activists urged 
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the World Bank not to fund 
China's controversial Three 
Gorges Dam project. Nine 
international environmental 
groups delivered a "letter of 
concern" to a UN-sponsored 
environmental meeting and 
the Chinese Finance Ministry. 
The groups charged Peking 
with grossly underestimating 
the project's potential costs 
and environmental damage. 


Fees Abolished 


Peking has banned a wide 
range of local government fees 
and labour requirements on 
peasants. The China Daily said 
the Agriculture Ministry 
banned over 40 fees including 
those charged for militia 
training, social welfare 
programmes, and construction 
of schools and government 
offices. The ministry also 
forbade forced collection of 
fees and confiscation of 


peasants' property. 


JAPAN 
Regional Security Talks 


China and Japan have agreed 
to initiate bilateral 
consultations on regional 
security. At a 29 May Tokyo 
meeting, Chinese Foreign 
Minister Qian Qichen, 
however, told his Japanese 
counterpart Kabun Muto that 
conditions are not yet ripe for 
establishing a formal structure 
for security dialogue in Asia. 
Muto asked that China halt 
nuclear testing. Qian said 
minimal nuclear testing will 
continue. 


Iran Loan 


Japan has announced a Y38.6 
billion (US$357 million) loan to 
Iran. The loan is intended for 
the first phase of construction 
of a Y200 billion hydroelectric 
plant on the Karun River in ¢ 
southe 
devel tstyial country 
to resume lending ólraft sin 






the 1980-88 Iran-Iraq War. US? . 


. Japan is the fist iwsing force to settle co ir 
claims ovef'the Spratly Islands 





Artist's impression of the Three Gorges dam project. 


purchase of military 
equipment. 


THAILAND 
Assassination Foiled 


Thai police foiled a plot to kill 
Supreme Court Chief Justice 
Pramarn Chansue. Four 
suspects were arrested and 
police said they would soon 
arrest the plot's mastermind, a 
prominent businessman. 
Pramarn led one of two 
factions in the Thai courts 
whose struggle for primacy 
tied up judicial processes two 
years ago. 


Drug Seizure 


The Thai navy on 29 May 
intercepted a fishing boat off 
the southeastern town of 
Songkhla and seized 100 
kilograms of heroin. The navy 
said the heroin had been 
picked up in Cambodia. The 


boat was en route to Malaysia. 
Cambodia has recently become 


an important trans-shipment 
centre for heroin from the 
Golden Triangle. 


MALAYSIA 

Chiriese Assujance , 

Chinese Defence Minister Chi 

Hagtian assured Malaysia that 
ina has po intention of, 


"n the Sod China Sea, Chi, 


“who ended a week-longwWisit 


officials reportedly opposed tẹ Malaysia on 31 May; Said 


the loan because of reports 
Iran recently stepped up its 
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Malaysia, including the 
possibility of arms sales and 
production. Chi also spent 
four days in Singapore, where 
defence officials insisted he 
was "in transit", but said 
discussions were held on 
regional security issues. 


Film Ban Call 


The Malaysian Muslim Youth 
Movement, Abim, has called 
on the government to ban the 
new Walt Disney cartoon 
movie Aladdin. Abim secretary 
general Mohammad Annuar 
Tahir said the film derided the 
moral values and culture of 
the Arab people. 


PHILIPPINES 
Police Cooperation 


Taiwanese police have offered 
to help Philippine authorities 
in their efforts to crack down 
on a feared new outbreak of 
kidnappings. A new kidnap 
gang is believed to include 
Taiwanese. 
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We built them to keep you out. We've re-built them to keep you in. 





In 1928, the drawbridge was lowered on the Spanish "Parador. And for the travelling public, **castles 
in Spain" became a reality * Since then, these state-owned "inns" have opened up some of Spain's 
most beautiful countryside + Of course, not every Parador is a castle. You could just as easily 
find yourself staying in a palace or a convent « Many Paradors have pools and tennis courts. Some 
have golf courses. While others offer water sports, fishing and even big game hunting right on their 
doorsteps.» Afterwards you can fortify yourself with some of the finest regional cuisine in the land 
* Traditionally, Paradors are situated a comfortable day's car-ride apart « And at the end of the 


dav. you won t have to fight your way into your hotel. ¥ 
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In the same week that Mr. Clinton was reaffirming 
that America was “wrong” in Vietnam, the 
was reporting a remar 
story headlined, “The Rebels Time Forgot". It's 
about a lost tribal mountain army, totally isolated 







Details of a plan to shut or sell Hutchisc 


are reported today in the oe 
ECOG Besten. following alleged leak 


from a board meeting of Hutchison senic 
executives on Tuesday. In answer to thé * 
allegations, Mr Murray confirmed that t! : 
meeting of board executives did take pla” 
on Tuesday. He was present, with grou 
chairman Li Ka-Shing. "We have deci 

to concentrate only on the businesses th, 
we : 
















in the remotest jungles of Indochina, who conting 
waging a longely struggle to defend their culture: 
religion and freedom against the Vietnamese con 
munists. These tribesmen, trapped in a time warp,“ 
n understand the difference between what is rig, 





The Asian Wall Street Journal 


Malaysia is expected to® 
announce plans for a new 
US$800 million mass tran 
system for Kuala Lumpur © 4 
using Canadian technology 
and financing, a magazine 
report said. In its issue 
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The Straits Times 
of Singapore 


Reuters News Service 


Agence France Presse 
News Service 


The phrasing of the statement $ 
environmentalist not to bes 




















so arrogant as to believ e | 
that “it is the white man's 
burden to decide the fate 
of the peoples in this world 





magazine said it had 
obtain Dr Mahathir's letter: 
to rainforest activist Brune 
Manser in which he warned: 
the environmentalist that he 
would be held responsible 
any violence which occ urre 


Chicago Tribune 


Huang was commenting. 
on a report in yesterday's 

edition of the Hong Kong © 
based i 













which said that 
China had decided to invite 
the Taiwanese government 
to hold unprecedented direc 
talks on reunification. The : 
pacing said the offer of 


China News of Taiwan 


monitored in Bangkok by AP, 













government policy. Khieu 
Samphan, in an interview 


said the UN mission had to © 
“understand the urgency 
of resolving this problem 
of the Vietnamese settlers 
who are part of the Vietname ~ 
occ 'cupation plan to sw: allow * d 


Bangkok Post 


ASIA'S MOST QUOTED NEWS SOURCE FarEastern Economic 


The best testimonials to a publication’s authority 
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who trust it enough to make it a source for their news. 
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-Malaysians combine study at home and abroad 




















his hands full w 
prospective pup 
and their parents. 
tween gusts of sal 
talk, Wilson says the | 32:51, 
crowds of prospective | ste = . 
students are not un- |. : 
usual: Malaysia, he 
notes, is the biggest 
contributor to what 
some consider is Brit- 
ain's largest source of 
invisible earnings, edu- 
cation. 

As that point illus- 
trates, Asia's prosperity 
is helping to make edu- 
cation a welcome bright 
spot in the West's recession- 
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bound economies. And, with as Malaysian newspaper ads: targeting the students. 


many students studying over- 
seas as are enrolled in domestic universi- 
ties, Malaysia is in many ways an exem- 
plar of that trend. _ . 
. But while it may have benefited coun- 
tries such as Britain, the enormous finan- 
cial drain — along with other problems 
such as a tendency for students to stay on 
in the countries they study in — has 
spelled problems at home. What also wor- 
ries some educators is the way overseas 
education has ballooned as a result of the 
ethnic quota system which tends to keep 
non-Malays out the national universities. 
The good news is that a way has now 
been found around some of these prob- 
lems. “Overseas” students can spend up to 
half their time studying at home as a result 
of the “twinning” of foreign universities 
with private Malaysian counterparts. 

. Although its population of 18 million is 
small by Southeast Asian standards, Ma- 
aysia sends far more students overseas for 
education than any of its regional neigh- 
»ours. With over 13,000 students studying 
n Britain, for example, Malaysians easily 
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outstrip Hongkongers as the largest con- 
tingent of foreign students there. In the US, 
Malaysia’s 13,500-strong student body ac- 
counts for some 3% of the total foreign 
component — the eighth largest group. 
Another 10,000 Malaysians are studying in 
Australia. 

School-age education in English made 
it easier for Malaysians to study abroad, as 
did subsidised fees in Commonwealth 
countries like Britain and Australia. The 
shift into Malay-language education in the 
late 1970s and the increase in tuition fees 
overseas in subsequent years, should have 
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partly reversed the process. But the desire 
to maximise career options ensured that 
students continued to go abroad. "Parents 
were looking for alternatives to the Malay- 
medium education — they wanted some- 
thing in English," says Terri Hew, princi- 
pal of Kolej Damansara Utama (KDU), a 
private college on the outskirts of Kuala 
Lumpur. 

More important, many non-Malays do 
not even have the choice of entering the 
local tertiary level system. Access to the 
country's seven local universities is gov- 
erned by an ethnic quota system heavily 
weighted in favour of Malays. According 
to Deputy Education Minister Fong Chan 
Onn, only one in four of qualified appli- 
cants obtain a place in local universities. 

"The major problem expanding the uni- 
versities is actually the shortage of teach- 
ing resources," Fong insists. But in reality, 
the politics of Malay dominance has pre- 
vented the government from establishing 
tertiary institutions for either the Chinese 
or Indian components of Malaysia's multi- 
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racial society. There are private institutions, 
but none of the degrees or diplomas they 
issue are recognised by the government. __ 

This leaves parents of non-Malays with — - 
little option other than to bear the cost of > 
an overseas education for their children — — 
if they want them to finish their studies -= 
with a recognised qualification. E 

The drain on resources has been heavy. — 
By one estimate Malaysians annually ^ 
spend M$1.5 billion (US$586.6 million) on- 
overseas education for their children. Indi- 
vidually, the cost of a full three-year de- 
gree course varies marginally between 
countries. In the US the average cost is 
M$166,400, in Australia M$99,000, and in 
Britain M$124,650. Some of the more spe- 
cialised professions favoured by Malay- 
sians, such as medicine, are much costlier. _ E 

This means that for the average middle- —_ 
class Malaysian not benefiting from the . . 

ethnic quota system, a competitive edu- — 
cation is either out of reach or financially — - 
crippling. That is, until the private sector ^. 
came up with a scheme to ease the bur- ^. 
den by enabling part of the foreign de- 
gree course to be completed in 
Malaysia. The idea of twinning, 
says Hew, was to apply the US 
transfer credit scheme to allow . 
students to study the first two - 
years of a full degree course at 
home, finishing in the US... 

A happy marriage of supply 
and demand has made twin- 
ning schemes popular with stu- 
dents and profitable for promot- = 
ers. An important side effect is. 
that Malaysia now has one of). oo 
the most privatised higher edu- 
cation systems in the region; 
"The government realised that 
we could not offer places for all 
qualified applicants, so we sup- = 
ported the twinning approach," Fong says. 

Marti Thomson, a US educational ad- 
viser in Kuala Lumpur, estimates that 70% 
of the undergraduates now going to the 
US are the product of twinning schemes — 
and will spend only half the usual time 
overseas. Hew hopes this will encourage 
the brightest students to return home 
rather than, as is often the case, choosing to 
live in the country they studied in. "All the 
best Malaysian students are absorbed by 
other countries," she notes, adding that this — 
is the price Malaysia pays for not setting 
up more universities at home. 

The government is also happier with. 
the impact twinning schemes have had, 
too much overseas exposure had le 
problems of adjustment. Ironically, N 
students studying overseas have be 
prone to Islamic fundamentalist influence 
sium — a Malaysian student body in Bri- 
tain — called for the implementation of Is- 
lamic Hudud criminal laws, a position di- 
rectly contradicting the government's. s 
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Europe at your doorstep. 
Cathay Pacific now flies the most non-stops 


from Hong Kong to Europe. 
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to London Heathrow and back. 
Now, with even more flights and 
convenient early morning arrivals, 
we stop at nothing to ensure you 
arrive in Europe in better shape to do 
business. Call your local Cathay Pacific 
reservations office for full details of 


our new European summer schedules. 
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Difficult Birth 


A successful UN-sponsored election gives way to rising tension 
as the ruling party alleges electoral irregularities and threatens 


not to accept the results. 


By Rodney Tasker and Nate Thayer in 
Phnom Penh 


For a while it all seemed 
too good to be true. Cam- 
bodia's first truly demo- 
cratic, multi-party election 
went so smoothly with an 

a astonishing 90% turnout 
of registered voters that UN officials and 
Cambodians alike were congratulating 
themselves. 

Then came the morning-after hard real- 
ity and doubts: would there be a peaceful 
transition to a new power equation, or 
would there be another round of violent 
political confrontation? 

The immediate aftermath of the 23-28 
May UN-sponsored election produced a 
depressing sense of déjà vu. Those control- 
ling the government in Phnom Penh were 
clearly reluctant to relinquish power, and 
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appeared ready to fight for their right to 
maintain the status quo. The Cambodian 
People's Party (CPP) — the political arm of 
the State of Cambodia (SOC) regime — re- 
jected the running poll tally issued by the 
UN Transitional Authority in Cambodia 
(Untac) that had organised the election 
when the poll showed it lagging behind 
the pro-royalist Funcinpec party. 

By 1 June, according to Untac figures, 
Funcinpec was leading with 42% of the 
vote compared to the CPP's 37% after 60% 
of the ballots had been counted. At an ear- 
lier stage of counting the ruling party had 
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appeared to be pulling marginally ahead 
of its royalist rival. With 850,000 ballots 
counted out of the total of 4.2 million on 
the evening of 30 May the cpp had won 
44% of the vote against Funcinpec’s 38%. 

The cpp sought to bolster its case for 
questioning the poll by claiming instances 
of widespread fraud. In particular, it al- 
leged that ballot boxes were tampered 
with, the indelible ink on electors’ fingers 
— intended to prevent double voting — 
was in fact washable and that so-called safe 
havens for counting the ballot were actu- 
ally unsafe. 

A government statement that inter- 
rupted programmes on the country's state- 
run television station on the night of 31 
May said: "Because of these complications, 
SOC / CPP is forced to conclude that it can- 
not recognise that the election process has 
guaranteed the fairness and justice of the 
results." 

In a bid to prevent exactly the kind of 
question that the Phnom Penh regime has 
raised, the UN and major countries 
promptly expressed their approval of the 
election process. The day after the polls 
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closed Untac chief Yasushi Akashi said “1 
have no hesitation in declaring that the 
conduct of the election was free and fair. “ 

Akashi added that “the determination 
of the election as free and fair does place a 
strict obligation on all parties to abide by 
the people’s choice whatever it may be.” 

The cPP's reaction to finding itself 
matched more closely than it expected by 
Funcinpec, did not surprise some foreign 
observers. They had never thought the 
former communist party would gracefully 
accept a dilution of the power it has en- 
joyed since 1979. But the post-election 
wrangles quickly threw the prospect of fur- 
ther development of the embryonic demo- 
cratic process into doubt. As the counting 
progressed the mounting tensions between 
winners and losers were clearly starting to 
worry Cambodia’s considerable army of 
potentially generous international well- 
wishers. 

The tense situation also played into the 
hands of the Khmer Rouge — the third 
contender for power — which has long ar- 
gued that the soc would never turn over 
the government to a rival party. The radi- 
cal guerilla faction, which had vainly called 
for an election boycott, vowed over its own 
radio station that “we will continue the 
struggle.” 

Many concerned observers have now 
turned their attention towards 
Prince Norodom Sihanouk. The 
prince heads the four-faction Su- 
preme National Council set up 
under the UN Security Council-bro- 
kered November 1991 Paris peace 
accord to guide the country to na- 
tional reconciliation, and is widely 
viewed as the key to future peace in 
Cambodia. 

Sihanouk, who returned to 
Phnom Penh from Peking on the 
eve of the polls, appeared to be play- 
ing his familiar political games. He 
managed to both welcome the elec- 
tion as "a tremendous and historic 
success,” while saying the Khmer 
Rouge had suffered “a historic de- 
feat, and that they would not re- 


cover from such a blow.” Voters’ guide: how to go about it (above) and who to elect. ing 


The prince had earlier said he 
would include the Khmer Rouge in a na- 
tional reconciliation quadripartite govern- 
ment but, while polling was still in 
progress, he backtracked, noting that this 
decision would be up to whatever govern- 
ment emerged from the election. 

"We are now seeing a very bad case of 
nerves," a senior Western diplomat in 
Phnom Penh said. The diplomat was com- 
menting on the CPP's claim there had been 
irregularities in polling procedures. As a 
further sign that it could not digest defeat 
the party issued a call for new elections in 
at least four provinces where it had fared 
badly but had expected to win. 

“We will try to calm these nerves," the 
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diplomat said. He added that top officials 
from the five permanent UN Security 
Council members and other key players in 
Cambodia — notably Japan, Indonesia and 
Australia — planned to meet in Phnom 
Penh shortly after the final election count 
to endorse the polls and plan future assist- 
ance to the new government. 

But the failure of Untac to abide by the 
mandate of the November 1991 Paris peace 
accords and disarm the various factions' 
military forces means the SOC and its po- 
litical wing, while facing the prospect of 
losing the election, is in full control of more 
than 200,000 armed troops, security service 
and police personnel. Funcinpec, by con- 
trast, has virtually no military forces. In the 
Cambodian context of power politics, that 
could spell disaster — not least because the 








UN has no mandate to force a transfer of 
power. 

Diplomatic sources said they had feared 
that problems would arise if — as now 
seems likely — the election result forced 
the CPP into a power-sharing, coalition ar- 
rangement with Funcinpec. Another major 
problem, the sources said, was that the 
Paris accords did not adequately address 
the prospect of a political vacuum in the 
immediate aftermath of the election. As a 
result of the failure to clarify this question, 
the chances are that the SOC /CPP adminis- 
tration may have to remain in place at least 
until late August while an elected constitu- 
ent assembly draws up a new constitution 
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and prepares to form a government. 

If the CPP had gained a massive major- 
ity it would have been able to retain power 
almost on its own, and then carry out its 
pre-election pledge to prosecute a full-scale 
anti-insurgency campaign against the 
Khmer Rouge — with the full backing of 
the international community. 

For now, the immediate problem is to 
assuage the CPP, and to convince it that the 
election result means it will have to surren- 
der at least some of its levers of power. But 
a statement issued by government spokes- 
man Khieu Kanarith at a news conference 
on 1 June, suggested that the party might 
stiffen its attitude in the election aftermath. 
Khieu warned the that the situation might 
get out of control and added: "we have 
asked the army to take every step possible 
to prevent [this].” Such a pious hope 
seemed as unlikely to be heeded as his call 
for people to remain calm and quiet. 

Untac and intelligence sources in the 
Cambodian capital say the only faction 
which runs the risk of getting seriously out 
of control is the CPP and its military forces. 
The REVIEW has learned from diplomatic 
and intelligence sources that the CPP has 
already drawn up a list of opposition fig- 
ures — mainly Funcinpec officials — and 
targeted them for arrest. 

The Phnom Penh regime has also mobi- 
lised the army and other elements 
of the security apparatus to prepare 
for what essentially amounts to a 
coup against Untac and the election 
results. The sources say that the CPP 
nearly gave the go ahead for the 
army to intervene and carry out the 
mass arrest of SOC's political oppo- 
nents when early results from the 
polls began to show the CPP losing 
ground. The threat of such action 
remains, the sources said. 

If there is a smooth transition of 
power, however, then the interna- 
tional community is set to give mas- 
sive amounts of economic and mili- 
tary assistance — but only to a gov- 
ernment that seems able to exclude 
the Khmer Rouge from power shar- 


If the CPP were to contest the 
election results, the result might well be to 
force Funcinpec, the Khmer Rouge and Si- 
hanouk back into an alliance in exile. At 
the very least such a move by the CPP 
would infuse new life into the Khmer 
Rouge by giving it back its old allies. It 
would certainly give the Khmer Rouge a 
new support base and a chance to renew 
civil war. 

If this can be done there is a chance that 
the SOC can be induced to get on with the 
difficult task of organising a transition. In 
the meantime it is clear that neither Func- 
inpec nor the CPP will be able to muster a 
two-thirds majority and that the major par- 
ties will be forced to join a coalition. 
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This becomes even more obvious from 
the poor showing of the 18 smaller parties 
that participated in the election. Early re- 
sults suggested that only three of the 
smaller opposition parties were likely to 
hold seats in the 120-seat assembly. Son 
Sann's Buddhist Liberal Democratic Party 
(BLDP) seemed likely to pick up five seats 
at most, while two other parties appeared 
likely to gain one seat each. The BLDP lost 
support in the final days of the election 
campaign despite heavy covert financial 
backing from the US, China and Singapore. 

Despite the dim prospects of a success- 
ful meeting of minds between the two 
main parties, some Phnom Penh-based 
diplomats still hope that parties have 
learned something from the election pro- 
cess. "One must hope that all of Cambo- 
dia's political leaders have seen a message 
in this void and that, instead of problems, 
we want to find solutions", US Chief of 
Mission Charles Twining told the REVIEW. 

"Solutions are going to include not only 
how to find a consensus on the terms of a 
new constitution, or a possible role for 
Prince Sihanouk, but also integration of the 
armed forces, police and civil service. 
These are things that Cambodians are go- 
ing to need solutions to very quickly." But 
the chances of the cpp, led mainly by 
former cadres of the Khmer Rouge sud- 


Quiet Satisfaction 


—— — 


By Rodney Tasker in Thmar Puok, 
Battambang province 


On the eve of the Cam- 
bodian election, Capt. 
Jeff Jaso sat down and 
wrote farewell letters to 
his family in the US. "We 
| were prepared for an all- 
out offensive [by the Khmer Rouge] the 
next day," he said on the fifth day of vot- 
ing in the six-day election. 

"But nothing came," he added with a 
smile. Instead, at mid-morning on 23 May 
— às hundreds of Cambodians filed 
peacefully to the local polling stations — 
the young US army officer found himself 
"giggling — we couldn't believe it." 

Jaso is the official UN military observer 
in the dusty, barren district of Thmar 
Puok, near northwestern Cambodia's 
border with Thailand. During the polls, 
this lawless "liberated zone" served as a 
vivid microcosm of the Khmer Rouge's 
failure to stop an election it had vowed to 
disrupt. The fact that some 85% of the 
district's 40,000 registered voters went to 
the polls, including members of the 
Khmer Rouge, attests to that. 

It is unclear exactly how many Khmer 





denly giving way to the forces of demo- 
cracy appear remote. 

Diplomats and Cambodian officials say 
that the role of Prince Sihanouk will be cru- 
cial in the coming weeks. He remains the 
sole Cambodian figure who garners the 
respect and allegiance of all the parties and 
is expected to play key role in brokering 
some power-sharing between the factions. 

Diplomats also believe that creating an 
effective national administration will re- 
quire that Sihanouk be given real power 
even before the constitution is promul- 

gated. Another urgent need is to form a 
fond army, police and security service 
that is loyal to a new government rather 
than to any single faction. If this can be 
done diplomats hope that Sihanouk's cur- 
rently titular role as head of the SNC might 
be transformed into that of a head of state 
with real power. 

But with no provisions for implement- 
ing the poll result in the 1991 Paris 
accords, and with the Khmer Rouge 
waiting in the wings, the chances that sta- 
bility is in sight appear dim. At best the 
elections may turn out to have been one 
small step on 
the long road 
to an eventual 
political settle- 
ment. n 
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Rouge fight- 
ers operate in 
the area, but 
the faction 
controls 
many of the 
villages out- 
side Thmar 
Puok town. 
The town it- 
self is admin- 
istered by the Khmer People’s National 
Liberation Front (KPNLF), one of the coun- 
try’s four main political factions, backed 
up by its own troops. There are also hun- 
dreds of troops from Anki, the military 
arm of the royalist Funcinpec party, in 
the area to help the KPNLF keep a wary 
eye on the Khmer Rouge. 

In the weeks before the election, the 
Khmer Rouge raised the profile of their 
armed presence in the district. They dem- 
onstrated with anti-election slogans and, 
according to UN civilian police, threat- 
ened to kill people if they voted. 

Why did the Khmer Rouge’s disrup- 
tive strategy fail? That is a question which 
puzzles UN officials in Thmar Puok, in- 
cluding Maj. Oscar Smith, commander of 
the Dutch Marines who enforce the UN's 
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Survival 
Tactics 


Khmer Rouge plans its 
post-poll strategy 





By Nate Thayer in Phnom Penh 


In the aftermath of UN- 
sponsored elections, 
Khmer Rouge chief Pol 
Pot and his small collec- 
tive leadership are hunk- 
ered down at a jungle base 
near the Thai border. In this remote camp, 
they are trying to come to terms with the 
hardest blow administered to the secretive 
faction since the Vietnamese invasion 
broke their grip on Cambodia 14 years ago. 

The Khmer Rouge radio has yet to 
VM —— 
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Voters baing muuksi 1o Boling stalionis by KPHEF troont. 


writ in the district. “It would have just 
needed one more blow [by the Khmer 
Rouge], and all the election officials would 
have left this area,” he said. Many poll 
officials did indeed flee when the Khmer 
Rouge earlier stepped up attacks on UN 
personnel. Six Dutch Marines were 
wounded in Khmer Rouge pre-election 
attacks, four in an ambush in which a 
Japanese civilian policeman was killed, 
and one when the Khmer Rouge lobbed 
four hand grenades into the Dutch camp. 

But on 24 May, the second day of poll- 
ing, Khmer Rouge commander Ta Saro- 
eun and two of his aides came to see 
Smith to say the Khmer Rouge did not 
intend to disrupt the election. "That's be- 
cause they knew they could not stop it," 
Smith said. He added that the local Khmer 
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action to the elections, 
broad — which are 

ipdates of the leader- 
ink: eni — have received 
















and id ocuments suggest that the 
anning to maintain control over 
dia’ s countryside and that it 


the strategy, Khmer 
er analysts agree 
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I es: may udi. e right. A debate con- 
"tinues among the key foreign powers and 
Cambodian parties over whether the 
Khmer Rouge should be offered a place 
within a new government, or whether a 
campaign should be launched to try to de- 
stroy it. 

Many foreign analysts believe the 
Khmer Rouge has been significantly weak- 
ened since the Paris peace accords were 
signed in 1991, and see it as being incapa- 


ble of raising an army strong enough to 
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relaunch another civil war. UN Transi- 
tional Authority in Cambodia (Untac) ana- 
lysts estimate the Khmer Rouge now fields 
fewer than 15,000 troops, compared to 
more than 30,000 before the peace accord. 

However, despite this dramatic reduc- 
tion in numbers, the Khmer Rouge organi- 
sation remains essentially intact through- 
out Cambodia. The faction is estimated to 
control more than 20% of the countryside, 
including areas rich in rice, gems and tim- 
ber. These economically self-sufficient 
zones are competently administered, and 
have secure supply lines to willing Thai 
commercial partners that keep the group’s 
finances buoyant. 

Nor is there any evidence the Khmer 
Rouge treats the population of its zones 
any more harshly than the other factions 
treat those in areas under their control. 

Nevertheless, while the Khmer Rouge 
may feel generally secure in its jungle fast- 
ness — regardless of what 
government is formed in 
Phnom Penh — analysts say 
the election process has un- 
dermined popular support 
and eroded morale. That 
could make it difficult for the 
leadership to spur its fighters 
back to war. 

Even by its own terms, the 
election represents the 
group’s worst case scenario. 
One effect of the poll has 
been to destroy the carefully 
nurtured group of domestic 
and international “united 
front” allies that kept the fac- 
tion alive after it was driven 
out of Phnom Penh in 1979. 

In a major policy speech 
to Khmer Rouge cadres in 
1988, Pol Pot stressed the 
need for a “policy of great 
national solidarity and of gar- 
nering international strength” 
as the key to keeping the movement alive. 

Without internal popular support, he 
warned, “we [would be] unable to main- 
tain a grip on the people, we would not 
have any state jobs to do in the villages 
and the sub-districts, and by the same 
token we would not have any job to do in 
the parliament. Then who would protect 
our people and who would protect our 

ranks? If this was the way things were, 
^o AR . collapse and dis- 
- . integrate." 
^. > This is essentially the position the 

. Khmer Rouge now find itself in. In pulling 


.. Out of the peace process the group mis- 


takenly assumed that other major players, 
notably Prince Norodom Sihanouk and its 
two former guerilla allies — the pro-royal- 
ist Funcinpec and Son Sann's Buddhist Lib- 
. eral Democratic Party (BLDP) — would fol- 


- — ow suit in the face of government-spon- 


sored electoral violence. Together, the 
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Khmer Rouge hoped, they could form a 


strong coalition that would negate the elec- _ 
tions and form a Sihanouk-led government - 


in which all three factions were included. 

But the return of Sihanouk from exile in 
Peking just days before the election, and 
Funcinpec's strong showing in the polls 
has left the Khmer Rouge with little lever- 
age. The group's former alliances, which 
were and are essential to its survival, are 
evaporating. The faction no longer receives 
any material or political support from Pe- 
king, which has already announced that it 
will respect the election results. 

Other countries, notably the US and 
those Western nations which supported the 
Khmer Rouge-dominated guerilla coalition 
during the Vietnamese occupation, are 
now trying to create a stable government 
in Phnom Penh that can defend itself 
against a Khmer Rouge threat. Funcinpec 
relied on the military strength of the 





Funcipec's election HUM has upset Khmer Rouge plans. 


Khmer Rouge duríng the war against the 
Vietnamese, but now finds its links with 
the faction a political liability. 

In a February 1992 speech, Pol Pot out- 
lined the dangers of such a scenario: 
"Democratic Kampuchea [the Khmer 
Rougel cannot be strong all on it's own . 
An alliance [may be formed] between the 
West, the [Vietnamese], the contemptible 
puppets [the Hun Sen government], and 
two of the three parties [Funcinpec and 
BLDP].” 

Pol Pot concluded that: “If this were the 
situation, then the Chinese, the Asean 
would have to accept it... That is why we 
need friends among the three parties until 
the day we die, and we need [foreign] 
friends until the day we die.” 

The faction has made clear what it 
wants. In a radio broadcast on 17 May, 


which was repeated on 29 May, the Khmer . 
Rouge announced that it "fully, uncondi- - 
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tionally and unswervingly" supported the 


creation of "a four-party provisional gov- 


ernment of national reconciliation with 


Prince Sihanouk as head of state and prime 


minister." 

The group also called for a "national 
reconciliation army made up of the Cambo- 
dian armed forces of the four factions . . . 
with Sihanouk as supreme commander." 

The Khmer Rouge clings to the belief 
that during the coming months the elec- 
tion results will not lead to the formation 
of a stable government and Sihanouk will 
have to intervene. If this belief proves 
wrong, the movement could face perma- 

nent isolation. At worst, the Khmer Rouge 
might find itself the target of an interna- 
tionally supported military campaign 
aimed at destroying — or at least mar- 
ginalising — it. 

A key factor in the situation is the atti- 
tude of Sihanouk himself. Sources say 
Sihanouk still believes that 
the Khmer Rouge must be in- 
cluded in a new government 
in order to avoid a return to 
conflict. They add that he has 
requested patience from 
Khmer Rouge and has sent 
messages to the faction since 
the elections. Sihanouk is 
said to be waiting until he is 
given real influence in the 
coming weeks to put to- 
gether proposals that will 
mollify the faction's fears. 

Perhaps it was in prepa- 
ration for this moment that 
Pol Pot, in a message sent to 
supporters in March and 
obtained by the REVIEW, 
offered some rare self-criti- 
cism. He acknowledged that 
during the Khmer Rouge's 
disastrous years in power 
during the 1970s, "we were 
immature and incapable of 
running a whole country." 

However, in what must be seen a warn- 
ing, Pol Pot continued: "In 1979, we were 
on our death bed ... Why didn't we die? 
Because even though we made a lot of mis- 
takes, and had many enemies who hated 
us, we still had the capacity to gather forces 

. Our army was completely defeated and 
dismantled, but was rebuilt from the coun- 
tryside. The necessity for us is the country- 
side, not communism." 

This theme was reiterated in a Khmer 
Rouge statement dated 17 May: "Between 
the path for survival and the path for 
death, we choose the path for survival." 

Despite the success represented by à 
high election turnout, the Paris peace ac- 
cords' aim of forging national reconcilia- 
tion has yet to be achieved. Cambodia still 
faces the danger of partition, with the 


Khmer Rouge controlling enough of the 


countryside to sustain itself indefinitely. m 
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New re regime will have to put the economy in order 
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; By Rodney: Tasker in Phnom Penh 


t about anything is for 
on Phnom Penh's 

ng blackmarket, for 
"ith US dollars. But 
onsumer free-for-all 
apital belies the re- 




















ality of an ec could easily, and 
swiftly, founde rocks of political 
uncertainty. ` 

Over the past the economy 
prospered as it re 'om a command- 


to a market-driven 1, a process gen- 
erously lubricated by UN-supplied cash, 
credits and the pay-packets of 22,000 UN 
personnel stationed in the country. This is 
about to change. With the UN having suc- 
cessfully fulfilled its mandate to organise 
internationally acceptable elections, a 
greater emphasis on economic control and 
guidance is being placed on local politi- 
cians and bureaucrats. 

Cambodia's small cadre of economic 
managers will also have to grapple with a 
situation in which economic growth has 
primarily benefited those living and work- 
ing in the urban areas, while barely touch- 
ing the majority of Cambodians who live 
in the countryside. 

About 85% of the population is rural, 
mostly living in grinding poverty and ripe 
for radical political exploitation. The eco- 
nomic boom over the past two years has 
mainly reflected short-term, quick-profit 
investment in urban areas. This, in turn, 
widened the gap between rich and poor 
and increased resentment among those 
who have not benefited from the two-year 
boom sparked by the UN 
presence. 

Since the Paris peace ac- 
cords were signed in No- 
vember 1991 to signal the 
end of two decades of war 
and Prime Minister Hun 
Sen’s regime renounced 
communism, Cambodia's 
comparative tranquillity has 
attracted foreign investors 
and entrepreneurs. As a re- 
sult, construction in the ur- 
ban areas has boomed and 
rents for even small apart- 
ments rose to some US$2,000 
a month. 

- Western consumer goods 
and products — notably 
motor vehicles, tinned food, 
alcohol and cigarettes — 
have flooded the urban mar- 
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Economic growth has been mainly in the urban areas. 


ket. The official GDP growth rate jumped to 
13.5% in 1991 — compared with a negative 
figure the year before — and continued to 
hum along at an estimated 6-8% in 1992. 

All this could crumble, however, if no 
viable government emerges from the elec- 
tion and the prospect of renewed political 
violence remains. 

“The economy is in a pause while for- 
eign investors and businessmen digest the 
election and see what happens,” UN Tran- 
sitional Authority in Cambodia (Untac) 
Chief Economist Roger Lawrence told the 
REVIEW. 

Lawrence, a former senior World Bank 
official who has effectively run Cambodia’s 
finance department since the UN arrived 
in the country after the signing of the Paris 
accord, added: “If the government is seen 
to be politically viable there is no doubt in 


my mind it will attract considerable inter- 


national support.” 

Cambodia, one of the world’s poorest 
countries, has already attracted a great deal 
of international aid. Although most of the 
US$2 billion invested by the UN in the 
peace process has been spent on imports, 
there has been a substantial spin-off for the 
country's economy. 

Foreign investors, particularly from 
Thailand, Singapore, Taiwan, the US and 
Hongkong, have moved into the consump- 
tion and service sectors, mainly in Phnom 
Penh. 

Around US$200 million out of a total 
US$880 million pledged by countries to 
help reconstruct Cambodia at a conference 
in Tokyo in June 1992 has been disbursed. 
The ADB has agreed to a further US$80 mil- 
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lion in aid, while the World Bank is plan- — 
ning a US$75 million assistancı n 
gramme. 

While this allows for some sho 
economic buoyancy, the new gover 
will have an urgent task in establishin 
firm foundation for long-term solvenc 
“The new government will have to E 
dealing with the economic struct ire, 
instance, to provide minimum social se 
ices. That will clearly require outside a 
sistance,” Lawrence said. 5 










He added that if political uncertainty ev 


and potential violence remain, “you could 
have a nasty and significant lack of [inves- 
tor] confidence which would be extremely 
difficult to contain." 

Investment did indeed level off in the 
run-up to May's election, while the Cam- 
bodian riel exchange rate and consumer 
prices also fluctuated wildly. Prices of sta- 
ples such as rice, fish and meat rose by 
84% in March alone. In the same month ©. 
the local currency fell from around Riels - 
2,500 to US$1 to Riels 4,500 almost over- 
night. 

At the same time the market price for 
rice jumped from Riels 450 to Riels 2,000 a 
kilogram. This meant poorer Cambodians 
could not afford their staple food in a coun- 
try notionally self-sufficient in rice. 

This situation became so serious that 
Untac had to introduce imported rice onto 
the local market at a fixed price in a bid to 
halt the inflationary spiral. Untac economic 
officials expect Cambodia's need for food 
aid to remain acute in the near future, not 
least to help reduce the threat of further 
political instability if prices continue to soar 
beyond the reach of most of the popula- 
tion. 

The next government will also have to 
quickly address the need to expand its rev- 
enue base. For example, Cambodian cus- 
toms say that only 70% of imported goods 
are taxed — a figure some observers con- 
sider an extremely conservative estimate. 

In addition, the flight of 
as many as 40,000 ethnic 
Vietnamese following at- 
tacks by the Khmer Rouge 
— coupled with a general 
anti- Vietnamese mood in the 
country — also eroded Cam- 
bodia’s entrepot trade with 
its communist neighbour 
and severely dented the con- 
struction and service sectors. 

For now, the infusion of. 
hard currency through the .. 





But Cambodia now has to 
recognise the time is rapidly 
approaching when it has to 
do far more to contribute to _ 
its own economic survival. 8& - 


UN, international financial =~ 
institutions, bilateralaid and |— .. 
foreign investors has helped. ^ 
to keep the economy afloat: ^. 
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f there is any single reason to be bullish 
. about Asia’s future it is this: no one in 
Asia wants war. Certainly there are 
:problems, from the uncertain situation in 
the former USSR to the tension on the Ko- 


rean peninsula. But wars over ideology are - 


over. And wars for territory will not in- 
crease a nation's standard of living. Asia 
wants prosperity. It needs a stable envi- 
ronment and friendly relations among the 
countries in the Asia-Pacific Region. Asia 
also would like an international framework 
that encourages growth and permits in- 
vestments and trade to flow freely. 

Crucial to these goals is the role of the 
United States, and especially its relation- 
ship with Japan. Although many would 
not say so publicly, most of Asia recog- 
! nises that the attitude and behaviour of the 


Asia's N 


X. 
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US will affect conditions for growth in the 
area. A US that remains engaged in the 
region will make it easier for China, Japan, 
Korea, Asean and Indochina to have com- 
fortable relationships with one another. 
Conversely, if Japan loses confidence in 
the US security umbrella, it will seek 
means to protect itself. This will include a 
forward defence strategy. But a strategy 
that requires Japan to fight off threats out- 
side its territory will alarm its neighbours. 
China and Korea will be the first to react, 
triggering off further alarm bells in South- 
east Asia. Relationships across the region 
will become less predictable. Anxiety will 
set in. Economic growth will slow down. 


Goh Chok Tong is Prime Minister of Singàp T 
excerpt from a speech delivered in Tokyo to an Asia Society 
conference co-sponsored by Dow Jones. 





is column is an 


ew World Order 


Fortunately this is unlikely. The US As- 
sistant Secretary of State, Winston Lord, 
emphasises that the new US administra- 
tion understands Asia's importance. He 
notes that notwithstanding the end of the 
Cold War, America's basic strategic objec- 
tive in the region remains unchanged. The 
US will continue to support regional 
stability and a balance of power that facili- 
tates free access to resources, markets and 
capital. 

America will find it easier to do so if it 
has a healthy economy. It is thus in Asia's 
self-interest to help restore America's eco- 
nomic competitiveness. One way is for 
Asia to open up its markets wider to US 
exports. Equally, it is in America's interest 
to remain politically plugged into an Asia 
that is growing faster than the rest of the 








rorid. America has helped © create and 
ustain the prosperity of Asia and should 
enefit from this prosperity. I believe that 
were is a broad understanding among 
qmerican policymakers that America and 
ssia need each other. But adjustments of 
ast relationships are necessary. 

The process will not be problem free. 
iot only is the post Cold War strategic 
nvironment less. focused, but sensitive 
sues of ethnicity, culture and political val- 
es exist as an inchoate e to 
ations in and ac 

Japan is exercis 
his is now prima 
yo wants to adi 
he question for the 
iat role. Most cour 
ideed many Japan 
okyo eschew the 
ower. Most would : more comfort- 
dle with Japan's working in concert with 
thers or the UN, as it has done in Cambo- 
ia, rather than unilaterally. The param- 
ers will be defined through an ongoing 
ebate within Japan and discussion be- 
veen Tokyo and its neighbours. Today 
iere is no firm consensus either in Japan, 
. the region or across the Pacific on what 
par's role should be. 

No longer is Tokyo willing simply to 
inkroll US leadership without due con- 
deration of its distinct national interests 
















d ; military 


Talk about quick thinking. Sure, we were the 
irst East Coast port to implement hand-held yard 
:omputers. Now we've upgraded our innovative 
:ontainer tracking system with the speed of light 


*fficiency of fiber optics. 


Of course, The Ports of Virginia have always 
een built for speed. Our current $400 million 
:pansion offers ample proof of that. It will effec- 
ively double the size of Norfolk International 





erminals by adding some 





and enhanced global status. At the same 
time, not all Japanese agree what precisely 
those interests entail. Japan's reach and as- 
pirations are global. But thev are vague. 
They cannot be made clear for a number of 
reasons. Since the Gulf War, Japan's lead- 
ers have come under external pressure to 
shoulder a greater burden for international 
security in the midst of intense domestic 
controversy that has left it with a weak- 
ened political leadership. Japan is further 
under pressure from the US to redress the 





economic imbalances at the same time it is 
trying to cope with a serious economic re- 
cession. In the build up to the G7 Summit, 
Tokyo — the host — was suddenly con- 
fronted with pressures to switch policy on 
Russia. The prospect of a nuclear-armed 
North Korea created another immediate 
diplomatic crisis. 

In the medium term, Japan faces at least 
three major uncertainties. In the first place, 
the strategic relationship with the US ap- 
pears to have been downgraded ii the 


Clinton administration; America Wants 
satisfaction in the economic relations 

first. Second, the emergence of ap power ful 
China is a new factor that is creating anxi- 
eties. Third, Russia, an historic adversary 
remains, despite its difficulties, a power. 
be reckoned with. Japan’s ambiguity thus 





reflects the profound insecurity with which |. 
it regards the post Cold War world. Were | 


Tokyo to discuss these uncertainties with 
the rest of Asia — and work with these 
Asian nations to define the parameters of 
Japan’s global involvement — it will en- 
sure that Japan's new role will be clearly 
understood and welcomed. 

We will also be more comfortable if US- 
Japan relations remain healthy. While this 


is understood both in Tokyo and Washing- 
ton, stresses and strains are inevitable as 


both countries grope for a new modus 
vivendi. The challenge is for both to dis- 
cover it without debilitating acrimony, and 
in a way that will be acceptable to the rest 
of Asia, especially China and Korea. 
Again, I am bullish about Asia because 
I believe we can and will work these prob- 
lems out. We are thinking through the 
strategic issues of the 1990s and respond- 


ing to them in a constructive way. Asia's. 


success is an opportunity for America and 
the rest of the world. America is part of 
this process because America is part of 


Asia. E 


4,300 feet of berthing space. Faster still, weve 
combined our on-site rail yard with double- stack 
high cube service to Midwest markets. 

You probably sense the pattern around 


here. Some ports can claim they have bits and 





pieces of a better system. At The Ports of Virginia 
we put it all together. And that makes getting in 
and out of all our terminals faster and easier 


* The Ports of Virginia 
Gateway To America. 


Virginia Port Authority. 600 World Trade Center. Norfoi ik, VA 23510. 
USA: (804! 683-8000. Korea: (B221 739-6248. 





Hong Kong: (8521 5255212. japan: (8131 5508-2750. 
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By John Berthelsen in Sacramento, 
California 


| f you're a rich businessman looking for 

pi esport Harold W. Ezell has got 

L'iei2you. Ezell, a Californian busi- 
ness consultant, i$ 'loeking for prospective 
immigrants eager enough’ for US citizen- 
ship to spend US$500, 000 for limited part- 
. merships in the Der Wienerschnitzel restau- 
rant chain. The chain sells variations of the 
ubiquitous American hot dog sausage 
wrapped in a bun and has about 525 fran- 
chise restaurants in the US. 

Ezell is not alone in hoping to cash in 
on overseas investors who want to be US 
citizens. Legions of cash-hungry Ameri- 
cans are hawking everything from real es- 
tate partnerships to oil equipment leases, 
plastics and consumer electronics com- 
panies, US immigration lawyers say. 

Most of this activity has been inspired 
by a so far spectacularly unsuccessful 






] . change in US immigration law designed to 


attract overseas capital and entrepreneurial 
_-gkills. In October 1991, the US Congress 
reversed more than 200 years of first-come, 

— first-served law to allow up to 10,000 in- 









 vestors a year to go to the head of the im- 


E migration line if they were willing to in- 


vest more than US$1 million in the US. 

At the time the law was changed, Im- 
migration and Naturalisation Service of- 
ficials predicted the programme would 
bring in as much as US$8 billion annually 
in direct foreign investment and create 
as many as 100000 jobs each year. 
But as of 30 April, only 283 investor visas 
had been approved, including those is- 
sued to spouses and children. Only 698 








. Change in immigration laws fails to attract investors 


potential US citizens and their families 
have even applied for the so called ‘mil- 
lionaire visas, leaving Ezell and the other 
suitors in the lurch. 

The change in the law, the first major 
overhaul of US immigration statutes in 25 
years, allows entry for permanent residents 
who are willing to become investors. It also 
increases the number of visas for manag- 
ers and professionals with special skills to 
improve the US work pool and enhance 
American competitiveness. The investors 
must put their money in a new commer- 
cial enterprise or must expand employ- 
ment at an existing business by 40%. In- 
vestors are allowed to join together to form 
syndicates. 

US officials expected an inflow, particu- 
larly from Hongkong, of managers and 
professionals who would add markedly to 
the nation's skilled labour pool. Other 
countries, particularly Canada, Australia 
and New Zealand, have gleaned billions of 





dollars and tens of thousands of skilled 
immigrants by selling visas to Hongkong 
residents eager to leave before the territory 
comes under Chinese Government rule in 
1997. 

But among the 274 petitions received 
from Asians as of 30 April, only 24 were 
from Hongkong. Another 96 were from 
Taiwan, 35 were from China, 20 were from 
India, 19 were from South Korea, and the 
rest were scattered throughout the region. 

"The first thing that went wrong was 
that the US was far too late, as far as Hong- 
kong was concerned," says Peter Johnson, 
director of the Hongkong Economic and 
Trade Office in San Francisco. Most of the 
rich who wanted out of Hongkong had al- 
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ready dep ted for their bolt-holes, he 
Another pren is that US taxpayers 
must pay taxes on their worldwide earn- 

ings, not just on the money earned in the 

US. Once an immigrant obtains a perma- 

nent residency investment visa, he or she 

must begin to pay taxes. 

“Someone with $1 million to invest in 
the US usually has many more millions 
besides that,” says John C. Nelson, a South- 
ern California-based immigration lawyer. 
“To relocate in the US and subject all of his 
worldwide holdings to US taxation doesn’t 
make any sense.” 

Also, lawyers and immigration officials 
cite a basic ambivalence on the part of the 
US Government to allow anyone to go to 
the head of the immigration line. That am- 
bivalence is reflected in the relatively strin- 
gent conditions the prospective immigrant 
was obliged to fulfil when the new rules 
were first drawn up. 

Notable was the requirement to invest 
US$1 million in a business that creates 10 
jobs. The investor, however, is only al- 
lowed into the US on a conditional basis 
and does not become a permanent resident 
for two years, after he or she has proved 
that the business is still employing 10 peo- 
ple. Australia and Canada, in contrast, re- 
quire substantially smaller investments. 

In its original form the scheme attracted 
so few takers that the immigration service 
was forced to drop the investment thresh- 
old to US$500,000, though only in economi- 
cally depressed areas. That was a relief to 
Der Wienerschnitzel’s Ezell and other en- 
trepreneurs. But Ezell says he now wishes 
the US Government would also lower the 
number of workers required for potential 
ventures from 10 to five. 

Those difficulties with the regulations: 
were compounded by a recession in the 
US, and particularly in California where 
many Asian immigrants would like to live. 
The result was to cut down on the poten- 
tial business opportunities when Asia hasi 
plenty of opportunities of its own. 

All these problems mean that US entre-: 
preneurs who are hunting for what they’ 
think is plentiful Asian capital have so far 
found precious little. "A lot of Americans: 
think these people from Hongkong and 
Asia are unsophisticated and willing to 
plunk down a million without getting any~ 
thing back," says San Francisco immigra- 
tion lawyer Helen Yuen Hing Hui, presi- 
dent of the Northern California chapter of 
the American Immigration Lawyers Asso- 
ciation. "They don't realise that these peo~ 
ple are quite savvy." | 

Hui says she has received calls from 
entrepreneurs all over the US. But she says 
she has actively discouraged potential emi 
gre investors from having anything to do 
with them. There are easier ways to get 
visas, she and other imm igration lawyers 
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switch to Federal Express and find out 


how we really deliver the goods. 


Don't leave things to chance. With 
Federal Express, you can be assured 


of on time delivery. ..Guaranteed.** 


For further information, please tick the 
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House of 
Defections 


Party-hopping MPs 
Cause confusion 





By John McBeth in Manila 
C onfusion reigns in the Philippine 
House of Representatives these 
days. Try, for example, asking the 
Commission on Elections (Comelec) how 
many seats parties won in the May 1992 
elections. The answer is a list of 245 con- 
gressmen — or 47 more than the total 
number of electoral districts. 

Then try asking the House secretary- 
general's office the current state of the par- 
ties and officials wearily shake their heads. 
They have only got figures up to 
March this year and have yet to find 
time to update them. 

Some congressional aides are 
clearly mystified by the whole busi- 
ness. When the REVIEW asked one 
assistant about her boss’ party affili- 
ation, she had a question of her own: 
Why do you want to know? When 
she did finally inquire of her fellow 
workers, no-one seemed to have a 
clue. She promised to call back when 
she had asked the congressman him- 
self, but never did. 

Incredibly enough, Congress’ 
March list does add up to 198 — the 
exact number of elected congress- 
men. But given the fact that party 
alliances have probably shifted more 
in the last year than the notoriously unsta- 
ble, earthquake-generating Philippine 
Fault, the number is already out of date. 

The latest word is that President Fidel 
Ramos’ ruling Lakas-NUCD — a reincarna- 
tion of former strongman Ferdinand Mar- 
cos’ Kilusang Bagong Lipunan (KBL) — has 
grown to 112 seats. Not bad for a party 
that won only 41 seats in the election. 

Or did it? Comelec’s unofficial party 
standings on 30 May 1992, two weeks after 
the poll, had Lakas-NUCD with 52 seats, 
former president Corazon Aquino’s Laban 
ng Demokratikong Pilipino (LDP) with 75 
and Eduardo "Danding" Cojuangco's Na- 
tionalist People's Coalition (NPC) with 44. 
When the REVIEW recently sought to estab- 
lish the final standings, Lakas-NUCD had 
shrunk to 41, LDP had expanded to 89 and 
NPC was holding steady at 43. 

Most startling of all, former vice-presi- 
dent Salvador Laurel's Nacionalista Party 
(NP) had mysteriously risen from five to 
51. There was a good answer, of course. 


Comelec officials say the discrepancy re- | J AP AN 
flects the fact that many congressmen had | 


dual affiliations. These were all noted in 
their certificates of candidacy and dutifully 
recorded in the final standings, producing 
an extremely confusing — and misleading 
— picture. 

Isabela Congressman Antonio Abaya, 
for example, is listed as standing for NPC- 





KBL-PP-NP, an alphabet soup of acronyms | 


that effectively aligns him with Eduardo 
Cojuangco, Ferdinand Marcos Jr, Vice- 
President Joseph Estrada of the Partido 
Pilipino (PP), and Laurel. As one of Abaya's 
staffers told the REVIEW: "He's really sup- 
posed to be NPC, but he was also the 
adopted candidate of the other parties. He 
had NPC on all his election placards.” 
Abaya and his three fellow Isabela con- 
gressmen — including one of Dy’s sons — 
are all members of the so-called Rainbow 
Coalition, the 159-strong pro-administra- 
tion bloc which also includes the Lakas- 
NUCD. Given that only 47 congressmen 
now make up the opposition, or at least 
did when the REVIEW went to press, party 





Laurel’s party is down but not out. 


fragmentation over the past year has been 
dramatic. 

LDP strength now stands at just 25, or 64 
less than the party reported after the elec- 
tions — thanks to defections to the Rain- 
bow Coalition. Then there is the case of 
Laurel's NP. Of the five representatives who 
were ultimately elected under the Nr's ban- 
ner, only one now remains. And she hap- 
pens to be Laurel's 
gresswoman Milagros Laurel-Trinidad. 

The elections were barely over when 
her fellow Nacionalistas departed for 
greener Lakas-NUCD pastures. They do not 
even appear to have consulted one another. 

So where does that leave the NP, the 
country's oldest political grouping. After 
sinking this low, can it be on its last legs? 
Probably not. The name is still the impor- 
tant thing because it is instantly recognis- 
able at the polls. All that is required for its 
revival are a few new leaders whose ambi- 
tions and egos do not trip over one an- 
other — and another election. * 
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New Party, 
Old Politics 


Financial links cloud 
leader's image 


By Robert Delfs in Tokyo 


he year old Japan New Party (INP) 
has become a political phenomenon 
in the country. Public interest 
surged following the arrest of former rul- 
ing party kingpin Shin Kanemaru on tax 


| evasion charges in March, when the JNP 
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niece, Batangas Con- | 


had already scored 11% in one public opin- 
ion poll, making it the third most popular 
political party in Japan. 

Much of the credit for the JNP's success 
goes to its articulate leader, Morihiro 
Hosokawa, 55, the former governor of 
Kumamoto Prefecture. The new party was 
billed as a reformist alternative to the cor- 
rupt bureaucratic politics of the ruling Lib- 
eral Democratic Party (LDP). But now 
Hosokawa himself has been forced to ex- 
plain his own financial links to the Sagawa 
Kyubin Group, a trucking company which 
allegedly has acted as a conduit of funds 
between politicians and organised crime 
groups. 

In an interview with Aera magazine, 
Hosokawa admitted borrowing ¥100 
million (US$900,000) in 1982 from Kiyoshi 
Sagawa, chairman of Sagawa Kyubin, to 
purchase a flat in Tokyo. It turns out that 
Sagawa Kyubin and its Tokyo affiliate 
have also rented no fewer than three 
Hosokawa family residences at various 
times. 

Hosokawa also acknowledged that he 
has received political contributions from 
Sagawa companies going back to 1982. 
Records for earlier years no longer exist, 
Hosokawa said, but the total received over 
the past five to six years was approxi- 
mately Y25 million. 

Since the contributions were made by a 
number of different Sagawa companies 
and routed through several different 
political support groups, they did not vio- 
late the Political Funds Control Law, which 
limits contributions from a company to an 
individual politician to Y1.5 million per 
year. Hosokawa said he had not received 
any political funds from Sagawa since Au- 
gust 1991. 

These dealings may all be legally above- 
board, but the mere fact that Hosokawa 
accepted cash and loans from Sagawa has 
cast a pall over his attempts to portray him- 
self and his JNP colleagues as an "entirely 
different breed from the established politi- 
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cians.” That was how he described himself 
last year in an article in the prestigious 
monthly journal, Bungei Shunju. 


To Japanese voters, the word Sagawa 
spells corruption. Not only did the Kyoto- SS eS 
based trucking empire became one of the 


LDP's largest sources of under-the-table 


funds during the late 1980s, but Sagawa 
executives also had close personal and fi- 
nancial ties with senior leaders of Japan's 
largest organised crime gangs. 

Not everyone feels that Hosokawa's 1884 
links with Sagawa have destroyed his cred- 
ibility as politician. "It is unrealistic to ex- 
pect Hosokawa to be some sort of para- 
gon," said an editorial writer for a leading 
daily newspaper. But Hosokawa's problem 
is that he had hoped to prove that he was 
not one of the crowd. 

Now attention is being focused on his 
very conventional roots as a traditional LDP 
politician. The grandson of Fumimaro 
Konoe, one of Japan's wartime prime min- 
isters, Hosokawa was a member of the LDP 
faction once led by former prime minister 
Kakuei Tanaka, which became the Take- 
shita faction. 

Political rumour has it that Hosokawa 
stepped down as governor of Kumamoto 
after two terms only because Takeshita and 
Kanemaru promised they would back him 
as the LDP candidate for Tokyo governor in 
1991. The deal fell through when LDP in- 
cumbent Shunichi Suzuki refused to step 
aside. 

Hosokawa has expressed little interest 
in electoral reform or finding a solution to 
corrupt money politics, and he has steered 
clear of the breakaway LDP reform faction 
led by Ichiro Ozawa and Tsutomu Hata. 
“If the LDP breaks 
up, I would not 
rule out the pos- 
sibility of entering 
into an alliance 
with leaders like 
[Prime Minister] 
Kiichi Miyazawa, 
[Deputy Prime 
Minister] Masa- 
haru Gotoda and 
[Chief Cabinet 
Secretary] Yohei 
Kono," Hosokawa 
Hosokawa: not quite said in a recent in- | 
the reformist. terview. | 

Views like these 
have led some critics such as Koshi Kubo, 
an editorial writer for the Sankei Shimbun, 
to wonder whether the JNP is little more 
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New Human Rights Commission 
In Indonesia Is a Step Forward 








open in Vienna on 14 June, but the fact that it 

is to be held has already had a positive im- 
pact. Regional meetings have been held in Asia and 
proposals made regarding how human rights can 
best be advanced in the region. 

The most concrete step is the decision by Indo- 
nesia to set up a National Human-Rights Commis- 
sion. That decision was announced by President 
Suharto in January, when Indonesia hosted a UN 
workshop on human rights for the Asia-Pacific re- 
gion. 

Generally speaking, Asia lags behind the rest of 
the world in the implementation of human-rights 
conventions. Professor Koshi Yamazaki of Kagawa 
University in Japan, for example, says that only 21 
of the 49 countries in the region have ratified the 
International Covenant on Economic, Social and 
Cultural Rights, while only 20 have ratified the In- 
ternational Covenant on Civil and Political Rights. 
Moreover, Asia-Pacific is the only UN-defined 
region without regional human-rights machinery. 
In America there is the Inter-American Commission 
on Human Rights and the Inter-American Court of 
Human Rights; in Europe there is the European 
Commission on Human Rights and the European 
Court of Human Rights, and in Africa the African 
Charter on Human and Peoples' Rights. 

One reason for the absence of regional human 
rights machinery is the wide variety of countries 
included in the UN's concept of Asia-Pacific, rang- 
ing from China to Cyprus and from India to Iran. 
Current thinking is that before a regional mecha- 
nism can be set up, national human-rights commis- 
sions should be established first, followed perhaps 
by a sub-regional body, such as one including all 
the countries of the Association of Southeast Asian 
Nations (Asean). 

At present, the Philippines is the only Asean 
country with a national human-rights commission. 
The decision by Indonesia, the biggest country in 
Asean, to establish such a body is very significant, 
since it may result in other countries following Ja- 
karta's lead. 

Although Indonesian officials do not like to ac- 
knowledge it, the decision to establish a human- 
rights commission, like the hosting of the human- 
rights workshop in Jakarta in January, is part of an 
attempt to improve the country's image, which was 
badly damaged after troops killed unarmed dem- 
onstrators in East Timor in November 1991. So keen 
was Indonesia to host the workshop that it raised 
money for the seminar because the UN Human 
Rights Centre lacked the necessary funds. This en- 
abled Suharto to officially open the human-rights 
workshop and make the announcement on Indone- 
sia’s decision to establish a national human-rights 
commission. 

Indonesia's poor human-rights image overseas 
has had economic consequences. The Netherlands 


T he World Conference on Human Rights will 
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announced in 1992 that aid would be conditioned 
on Indonesia's human-rights performance. As a 
result, Jakarta announced it would reject future aid 
from the Netherlands, a move that resulted in the 
disbandment of the Inter-Governmental Group on 
Indonesia, a Dutch-led aid consortium of 14 coun- 
tries and organisations. While another body, the 
Consultative Group for Indonesia, minus the 
Netherlands, has been formed to channel aid to In- 
donesia, there is no telling if its members may in 
future also attempt to link aid to human rights. 

So, while Indonesian officials deny that the set- 
ting up of a human-rights commission is intended 
to deflect overseas criticism, the mere fact that the 
commission is to be established before the Vienna 
conference convenes suggests a desire to garner as 
much favourable publicity as possible. 

That said, the setting up of a national human- 
rights commission is a major step forward for 
Indonesia, and for the region. Much depends on 
just how much power the commission is given. 
Mulya Eubis, a lawyer who is chairman of the Cen- 
tre for Human Rights Studies, says that the com- 
mission's mandate ought not be too restricted. "It 
should have quasi-judicial powers, with the author- 
ity to investigate, publish reports and to issue rec- 
ommendations to the government and the judi- 
ciary," he adds. 


sion by presidential decree in early June, so 

that the Indonesian delegation to the Vienna 
conference can benefit from the expected favour- 
able publicity. 

But Indonesian officials recognise that for the 
commission to be credible, it must be given suffi- 
cient powers. Just what these powers should include 
was suggested by the UN Commission on Human 
Rights in a resolution last year. Such commissions, 
the UN said, "should be given as broad a mandate 
as possible." Its members should include non-gov- 
ernmental organisations, trade unions, and such 
people as lawyers, doctors, journalists, scientists and 
academics. If government officials are included, they 
should participate only in an advisory capacity. 

Moreover, the UN recommended the national 
commission should be provided with adequate 
funding so that it can be "independent of the gov- 
ernment and not be subject to financial control." It 
also suggested that quasi-judicial authority could 
be accorded to such bodies and that they "may be 


T he plan is for Suharto to set up the commis- 


.authorised to hear and consider complaints and pe- 


titions" and, in some cases, make binding decisions. 

It is very important for Indonesia to set up à 
commission that is seen not as window dressing 
but as a body with teeth that can actively protect 
the human rights of the people of Indonesia. Such a 
move would not only boost Indonesia's image 
abroad but actually improve the human-rights situ- 
ation at home. a 
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TRAVELLER’S TALES 


Mao Fever Enriches His Home Town 


he people of Shaoshan make 

i no bones about it. This is the 

100th anniversary of the birth 

of their favourite native son, Mao 

Zedong, and they are hoping to 

make a fast capitalist buck off the 

1.5 million Chinese expected to 

make the pilgrimage to the small 
dusty village this year. 

Local entrepreneurs are riding 
the coat-tails of Maore, or Mao fe- 
ver, which kicked off following the 
June 1989 crackdown against the 
democracy movement, when taxi 


nessmen began adorning their ve- 
hicles and shops with Mao por- 
traits. The spirit of the Great Helms- 
man, they say, not only drives 
away evil, but also brings in cash- 
carrying customers. 

That millions died as a result of 
disastrous Mao initiatives such as 


| the Great Leap Forward and the Cultural 





Revolution seems to matter little to the 
more than four million people who have 
trekked here since 1989. Many of them — 
either too short on memory or years to re- 
member the chairman's excesses — see the 
Mao era as the golden age of clean and 
efficient government when people were 
more equal, and they spring to his defence. 

“Nobody's perfect,” says a Hubei busi- 
nessman named Wang who moved to 
Shaoshan with two friends in April after 
making a trip to the village and seeing the 
potential for doing business there. "Mao 
made a lot of mistakes, but his contribu- 
tions were greater than his mistakes," says 
Wang, echoing the oft-repeated party line. 

If Mao has been elevated to folk god 
(god of wealth may be more apt) the treat- 
ment of the late communist leader is no- 


| thing less than sacrilegious, and sometimes 
borders on the absurd. 


Visitors to Shaoshan, two hours south 
of Changsha, the capital of Hunan, are 
greeted by rows of souvenir shops and 
clusters of itinerant hawkers selling a wide 
array of tacky Mao-morabilia. In addition 
to Mao badges, visitors snap up pocket 
watches, T-shirts, umbrellas, tie clips, ball- 
point pens, calendars, heart-shaped lock- 
ets and musical cigarette lighters that play 
The East Is Red when the cover is flicked 
open. From the doors of one government- 
run souvenir shop, a cassette player blasts 
a speech by Mao. His words gradually re- 
cede into the background, replaced by in- 
creasingly loud disco music and song ex- 
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Mao is good for business. 





tolling the virtues of the Great Helmsman. 

At Dishuidong, a resort where Mao 
spent 11 days in 1966, a constant stream of 
visitors file past the room where Mao slept, 
the study where he worked, and the ping- 
pong table he played on. Even Mao’s pri- 
vate bathroom is on display, with visitors 
filing by to peer through the window at 
the bathtub, toilet and urinal that Mao 
used. 

Another room houses a collection of 
several thousand Mao badges on loan from 
a Shanghai collector. The badges, a mini- 
history of contemporary China, are made 
of 26 types of materials, including plastic, 
gold, silver, jade, bone, stone, bamboo, 
shell and porcelain. There are standing 
Maos, applauding Maos, young revolu- 
tionary Maos and even fluorescent Maos 
that glow in the dark. One series shows 
Mao together with old comrades, many of 
whom later had a falling out with him. On 
one, the face of Lin Biao, the former mili- 
tary leader and would-be Mao successor 
until he died mysteriously in 1971, was 
prudently scratched away. 


uddhism and Christianity are also 
B making a comeback with the man 

who converted temples and 
churches into warehouses. Statues of the 
Buddhist and Christian icons stand on 
shop shelves alongside Mao busts. A group 
of primary school children walking 
through Mao's ancestral home are be- 
decked with Mao paraphernalia inter- 
twined with crucifixes. Although none pro- 


FAR EASTERN ECONOMIC REVIEW 


PAUL MOONEY 
Shaoshan, CHINA 


fesses to be a Christian, they know 
the man on the cross is “Yesu,” or 
Jesus. On the back of a crucifix 
hanging from the neck of one small 
boy are the English words: "I am a 
Catholic. In case of an accident 
please call a priest." 

Tian Yongjun, a farmer's son, 
recognised opportunity when he 
saw it knocking on the village door. 
Noticing that most of the Mao sou- 
venirs sold here were produced out- 
side Shaoshan, the 24-year-old fac- 
tory worker sent his younger 
brother to neighbouring Hubei 
province to learn how to turn out 
Mao statues. 


ian is now the general man- 
| ager of the Shaoshan Statue 
Co., which opened on his fa- 
ther's farm last June, and which em- 
ploys three women turning out 20 
different Mao figures. In less than one year 
of business he has already sold more than 
20,000 Maos all over China. His average 
monthly sales of Rmb 6,000 (US$1,050) give 
him a profit of Rmb 2,000, more than 10 
times his monthly salary at the factory. 

After Mao, Shaoshan's second most fa- 
mous native could well be Tang Ruiren. 
Tang, a white-haired, spunky grand- 
mother, is the owner of the Mao Family 
Restaurant, which opened in 1987 (two 
other Mao Family Restaurants have since 
sprung up), located just across the paddy- 
field from the house where Mao was born, 
and a popular point on the Mao pilgrim- 
age. 

Her claim to fame is that Mao visited 
her here in 1959 and she proudly displays 
a poster-sized black-and-white photograph 
of herself together with Mao. She serves 
up his favourite dishes spiced with the 
fiery-hot red peppers for which the prov- 
ince is well known. 

But while she insists, "I am not a capi- 
talist. I am a socialist," like other entrepre- 
neurs in Shaoshan, Tang is more interested 
in economic reform than revolution. 
^Chairman Mao was concerned about the 
livelihood of the people, that they have 
enough to eat, a house to live in and 
enough money to use,” says Tang. “If he 
came back to Shaoshan today he certainly 
would be very happy to see that we are all 
doing so well." L 
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Paul Mooney is the editor of Review Publish- 
ings China Trade Report. 
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One of Ayukawa's 50-tonne whaling boats; Abe thinks Western anti-whaling attitudes are wrong. 





JAPAN 


A Community on Edge 


Ban on whaling threatens future of Ayukawa 


By Michael Heazle 


oshihiko Abe feels strongly about the 

International Whaling Commission 

(iwc), which met recently in Kyoto. 
“Why should they continue to stop us from 
hunting whales," he asks. "We do not tell 
Western people to stop eating cows. So | 
do not think it is right for them to tell us 
what we should eat." 

The small whaling village of Ayukawa 
in northeastern Japan, which is home to 
Abe and 6,000 other people, is itself in dan- 
ger of extinction. The reason, according to 
the locals, is the IWC's somewhat ambiva- 
lent attitude towards the status of the 
Minke whale. Although the rwc has de- 
clared that this particular species is no 
longer endangered (the 1991 IWC estimate 
exceeded 900,000 worldwide), the commis- 
sion has refused to lift the ban, imposed in 
1987, which prevents the people of 
Ayukawa and Japan's three other remain- 
ing whaling villages from continuing what 
they regard as a traditional way of life. 

The people of Ayukawa say that most 
of the problems between the anti-whaling 
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and pro-whaling countries have been the 
result of misunderstandings. “Most people 
think that all whaling is commercial whal- 
ing and inv olves fleets of large ships sail- 
ing into the Antarctic and killing indis- 
criminately,” Abe says. “But we use small 
ships and hunt only the Minke whale in 
our own coastal waters.” There are two 
small ships of less than 50 tonnes in the 
town's modest harbour. Commercial whal- 
ers would need 700-tonne ships to hunt in 
international waters. 

Abe is the vice-chairman of the Japan 
Small Type Coastal Whaling Association, 
which represents the interests of the four 
local communities that rely on small-scale 
whaling and fishing for their livelihood. 
However, the rwC does not consider small 
type coastal whaling (STCW) as a separate 
whaling category. The IWC recognises only 
two whaling categories: aboriginal subsist- 
ence whaling and commercial whaling, 
and only "aboriginal subsistence" commu- 
nities are exempt from the ban. 

Whalers in Ayukawa argue that STCW 
should not be thought of as "commercial" 
because it only involves small locally based 
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companies which pay the workers in whale 
meat rather than currency. All of the whale 
meat is consumed locally and is often used 
in bartering for other goods. Abe points 
out that the ships used are also quite dif- 
ferent. 

Shigehiko Azumi, Ayukawa's mayor, 
believes there is no future for the large 
commercial whaling companies that oper- 
ated out of Ayukawa until 1987. "The 
stocks of most species are too low to sus- 
tain large- -scale commercial w haling any 
time in the near future," he said, "and the 
big companies are not interested in 
Ayukawa any more because the transport 
costs are too high. STCW is more important 
to the village because it is community- 
based and part of the people's culture." 

In the absence of whaling, the people of 
Ayukawa have turned to tourism in the 
hope of keeping the town going. "If we 
were allowed a small quota of Minke 
whales each year by the IwC, it would be 
enough to run the town as a tourist loca- 
tion,” the mayor said. “But for this to hap- 
pen, we need the ships to be operating and 
the shops and restaurants to be selling 
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whale meat and other related goods — oth- CRIME 


Combating 


erwise the tourists will not come.’ When | 
asked how many whales were needed to 
support Ayukawa and the neighbouring 
communities, Azumi replied: “A national 
quota of 300 Minke whales would be ideal, 
but at the moment we are asking for only 
50 whales per year which would be shared 


between the four whaling villages” of | 


Ayukawa, Abashiri, Wadaura and Taiji. 

A processing plant that was sold to the 
village by one of the large whaling com- 
panies after the IWC ban provides an exam- 
ple of Ayukawa's efforts to establish a lo- 


verted into a whaling museum that exhi- 
bits natural history displays and various 
paraphernalia related to the whaling indus- 
try. Other tourist initiatives include restau- 
rants, novelty shops and tours. 

The locals regard Ayukawa's long 
whaling history as its only trump card in 
trying to establish a sustainable tourist in- 
dustry and they are counting on STCW to 
keep their culture from dying out. People 
probably first started eating beached 
whales around Ayukawa more than 1,000 
years ago, though the first record of whale 
meat being eaten in the area was in 1838. 
Organised hunts began in 1865 when 
Ayukawa was officially founded. The first 
whaling company in the area was estab- 
lished in 1906. 

The importance of whaling and fishing 
to Ayukawa is reinforced by the areas's 
geography. The surrounding mountains 
made farming impossible and forced peo- 


ple to rely on the sea for food; but while | 


the local people always paid for fish and 
other seafood, they never bought or sold 
whale meat within the community. Whale 
meat is traditionally used as a gift during 
festivals and also as a commodity for bar- 
tering. "Whale meat is the traditional me- 
dium of exchange for O-Miki, a s 
Shinto sake," Abe explained. "If whale 
meat disappears, a part of our religion will 
also disappear." 

Azumi expressed disappointment over 
the position taken by anti-whaling coun- 
tries in relation to STCW. “We, too, have no 
desire to see any species of whale disap- 
pear," he said. "Our culture requires that 
we pass the skills and traditions associated 
with whaling on to our children, but this 
would be impossible if we hunted irre- 
sponsibly and whales disappeared." Abe 
believes that time is running out for 
Ayukawa because of the difficulties in try- 
ing to attract young people to whaling. 
"The IwC ban has left us with an ageing 
workforce and no one to pass the skills on 
to," he said. "Our only experienced har- 
pooner is 67 years old and it will take 
nearly 10 years to train someone to replace 
him." a 


Michael Heazle is a freelance writer based in 
Japan. 
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Gold Theft 


Scientist invents way to 
‘fingerprint’ metal 





cal tourist industry. The plant was con- | By Chris Bird in Kalgoorlie, Western 


Australia 
A shy Irish prospector, Paddy Hanna, 





found gold here in 1893 and started 
a gold rush that resulted in the 
founding of the world’s most famous min- 


_ing town. Located in the remote bush, 


| 


| 











Kalgoorlie's streets were built wide so that 
immigrant Afghan drivers could turn 
camel trains, the town's only supply link 


Watling and his fingerprint ecd: 


to the coast. 

Today, quite a few of the inhabitants of 
the town's nondescript townhouses are 
millionaires. Quite a few are also gold 
thieves. To combat the problem, which is 
as old as the town itself, the Western Aus- 
tralian Chamber of Mines set up the Gold 
Stealing Detection Unit in 1907. The unit is 
funded by the Gold Producers Association. 

Over the last decade Australian gold 
production, 75% of it located in Western 
Australia, has soared from 17 to 240 tonnes. 
According to official estimates, 2% of this 
is stolen annually. 

"There's still a very wild-west attitude 
about gold stealing," said Darryl Lockhart, 


| who moved from chasing cattle rustlers to 


head the unit two years ago. "It's a small 
town and we know who most of the gold 
criminals are. Many of them like to taunt 
me saying I'll never be able to catch them." 
The unit's plainclothes officers are re- 
ed with some awe by the locals, who 
call them the Gold Squad. Each officer is 
constantly travelling the bush to brief min- 
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ing managers on security, follow up inves- 
tigative leads and pick up the latest ru- 
mours and gossip. One company called in 
the Gold Squad after losing A$1 million 
(US$695,200) worth of production in a 
month. ^We discovered that someone had 
replaced the normal pipe in a leaching 
tank" used to recover gold from ore using 
acid “with one made of stainless steel,” 
Lockhart said. "When we took it off it had 
a ring of gold inside two inches thick which 
had precipitated off." 

According to Lockhart, gold is usually 
stolen during its production cycle at mine 
camps in the form of concentrates, often 
roughly refined using a blow torch, and 
then passed off as gold discovered on the 
criminal's own prospecting lease. 

But the nemesis of gold thieves is not so 
much a gun-toting lawman but a self-effac- 
ing academic from Norfolk, England, Dr 
John Watling. The 42-year-old scientist, 
who heads the Mineral Science Laboratory 


at the Department of Mines in Perth, has 


invented an ingenious method of 
"fingerprinting" gold. 

Using a mass spectrometer with 
the accuracy of one part per billion, 
Watling can find a trace element in 
the gold that forms its "signature." 
The method can pin a flake of gold 
to a particular mine and even iden- 
tify the level underground at 
which the gold was obtained. 

Mining companies are register- 
ing samples to form a kind of gold 
"blood stock" and Watling is kept 
busy by the Gold Squad and the 
police forensics department in 
Perth. The method can also be used 
for diamonds. 

"The main problem here is that 
people don't really consider gold 
theft a crime," explained Ross 
Kennedy, managing director of gold miner 
Resolute Resources. For decades, he said, 
poorly paid miners would pocket the odd 
nugget to feed their families. Even if caught 
red-handed, juries would often acquit the 
thief as many of them were stealing gold 
themselves. 

And the wilier gold thieves manage to 
evade even Watling's spectrometer. 
Lockhart described one recent case where 
they had a man up in court for unlawful 
possession of a nugget. Using the finger- 
printing technique, they disproved three 
different versions he had given for where 
the nugget had come from. 

“In the fourth version the man agreed 
that the nugget might have come from a 
particular gold mine," said Lockhart, "but 
then claimed he had actually found it in 
the street but didn't say so because he 
thought the police would never believe 
him. He was let off." e 


Chris Bird is a journalist with the publication 
Metal Bulletin. 
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Burmese Looking Glass: A Human Rights 
Adventure and a Jungle Revolution 

by Edith T. Mirante. Grove Press, 

New York. US$22.95. 


When Edith Mirante, an American art- 
ist and human-rights worker, sailed down 
the Tenasserim coast in southeastern 
Burma with smugglers and ethnic Mon 
rebels, she remarked that on clandestine 
treks across the Thai border into Burma she 
had teamed up with outlaws and stole re- 
ports of Tatmadaw (Burma Army) abuse. 
She recalled how she had dodged in and 
out of Burma’s Shan State “in the company 
of smugglers, on their secret nocturnal 
routes. Then I, too, was a smuggler, of in- 
formation about tribal villagers and a 
deadly chemical mist.” At other times, she 
and the Mon rebels camped like bucca- 
neers on an obscure island in the Andaman 
Sea: “We were pirates, our treasures the 
interviews, images, information. Estab- 
lished, respected human-rights groups 
could not go to those places. Government 
agents did not tread there. I had become a 
pirate, a human rights pirate, raiding the 
coast for all the information I could thieve 
from Ne Win's Burma." 

Burmese Looking Glass, Mirante's first 
book, is full of gruesome human-rights sto- 
ries from Burma's closed frontier areas: the 
effects of a US Government-sponsored pro- 
gramme to spray opium crops (but in real- 
ity tribal villages, she claims) with the con- 
troversial chemical 2.4-D, an ingredient in 
Agent Orange of Vietnam War notoriety; 
the story of a Thai woman merchant who 
was beaten so badly by Burmese govern- 
ment soldiers that she had a miscarriage 
with the foetus coming "out in blood;" as 
well as tales of rape, torture, death and 
plunder. 

Mirante does not hide her sympathy for 
the ethnic armies fighting the Rangoon gov- 
ernment; she entered rebel camps dressed 
in camouflage fatigues “to show solidarity 
with the revolution.” Yet she is no apologist 
for the sometimes obscure rebel causes. The 
Mons in particular intrigued her with their 
incongruity, fighting for the resurrection of 
the mediaeval empires of Dvaravatti, 
Thaton, Haripunchai and Hamsavaddi: 
“Was there perhaps an Etruscan Liberation 
Party, | wondered, or a Mayan Revolution- 
ary Front? Or were the Mons the only ones 
out there fighting for an empire that had 
vanished centuries ago?” 

Her concern for the individuals she 
meets during her travels is also evident. 
There is Daniel, a Karen officer who rejoices 
in an old copy of National Geographic that 
contains a story about an African tribe; 





Woman in the Jungle 


Prince George, the Anglophile son of a 
Palaung tribal ruler, who listens to classical 
music in the jungle and dreams of re-intro- 
ducing British education once “the revolu- 
tion” has been won; and Skaw Ler Taw, a 
dignified Karen who on behalf of his rebel 
group edits a newsletter featuring battle 
news and reports of human-rights abuses. 

In addition to quaint personalities, Bur- 
mese Looking Glass focuses on tribal peoples 
ravaged by malaria and weakened by pov- 
erty, yet who are unforgettably brave. In a 
more confessional vein, the author de- 
scribes her romance with a New Zealand 
photojournalist, and recounts how she was 
jailed twice in Thai- 
land for her activi- 
ties in Burma, and 
deported in 1988. 

Her view of the 
civil war in Burma 
changes as she 
gains more experi- 
ence of it. Mirante 
recalls how, on her 
first trip to the Shan 
rebel camp of Pieng 
Luang on the 
Thai-Burma border 
northwest of Chi- 
ang Mai, she called 
the fighting “a cool 
little war.” But af- 
ter visiting most of 
the battle zones 
along the frontier, she concludes that “this 
was a terrible, filthy war. There was no- 
thing cool or little about it.” 

Burmese Looking Glass is not an objec- 
tive, academic account of the war in 
Burma. But it reads like a thriller and 
serves as an excellent introduction to a lit- 
tle-known conflict. m Bertil Lintner 


Bertil Lintner writes about Burma for the 
REVIEW. 





Trouble in Timor 


Telling East Timor: Personal Testimonies 
1942-1992 edited by Michele Turner, New 
South Wales University Press. A$19.95. 


To the East Timorese people, the Japan- 
ese and the Javanese share more than allit- 
eration — they share a history of occupy- 
ing East Timor. Three or four generations 
of East Timorese have suffered the wrath 
of invaders and the brutal occupation of 
their island by foreign armies. Peace is not 


FAR EASTERN ECONOMIC REVIEW 







unknown in East Timor — a 30-year peace 
spans the end of World War II and the in- 
vasion by the Indonesian Armed Forces in 
1975. But it is the occupation by the Indo- 
nesian army — whom the East Timorese 
regard as “Javanese” — which has taken 
the worst physical and psychological toll 
on the Timorese people. 

The ethnic reference to the Indonesian 
army as Javanese is significant because 
their occupation of East Timor has also 
been described as a genocidal war. It rep- 
resents the longest period of brutality en- 
dured by the Timorese at the hand of a 
standing army, with numerous civilian 
casualties: estimates of over 200,000 dead 
since 1975; a 1988 estimate put the popula- 
tion at 680,000. 

Telling East Timor takes the form of 

an oral history com- 
posed of eye- 
witness 


accounts collected over the course of 10 
years and given, mainly, by Timorese sur- 
vivors of both wars. 

The first section on the Japanese occu- 
pation includes accounts by ex-soldiers and 
intelligence officers from the Australian 
army who served in East Timor during the 
anti-Japanese war, aided by creados — 
Timorese boys attached to the Australians 
as willing guides or dogsbodies. 

Published in Australia, edited (hur- 
riedly) by an Australian writer and activ- 
ist, the book is targeted at Australian read- 
ers and designed to evoke their liberal con- 
science. The message is that the Lucky 
Country has an obligation to the East 
Timorese because of the courageous con- 
tributions of the creados and other 
Timorese to the war effort. These contribu- 
tions have largely gone unacknowledged 
by the Australian Government as well as 
by those whose lives the creados saved. 
Australia has recognised the Indonesian 
"integration" of East Timor and signed the 
Timor Gap treaty with Jakarta in 1989, 
carving up mineral rights in the Timor Sea 
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- between the two countries: 

. The painful testimonies of Timorese 
who suffered at the hands of the Indone- 
_ sian Army make up the bulk of the book 
and go beyond any targeted readership. In 
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Stephen Teo is a freelance writer based in 
Australia. 





Marcos Blots 


Medals and Shoes: Political Cartoons of the 
Times of Ferdinand and Imelda Marcos, . 
1965-1992 by Alfredo and Irene Roces. 

Anvil Publishing, Manila. No price given. 


Throughout most - of the modern world, 


the power of political cartoonists has stead- _ 


ily diminished since the 1940s and 1950s. 
But in the Philippines professional political 
cartoonists continue to wield significant 
influence. In a country that some people 
cruelly describe as a cartoon land, local 
newspapers vie with each other to catch 
and keep the best political illustrators. 

Thus the traditional role of good jour- 
nalists — to comfort the afflicted and afflict 
the comfortable — has often been shifted 
from Manila's windbag writers and lacka- 
daisical reporters, to its razor-sharp, take- 
no-prisoners cartoonists. 

Noted Philippine artist and writer 
Alfredo Roces, and his wife, Irene, also a 
writer, focus their attention on political car- 
toons drawn during the heyday of the 
Marcos regime and as recently as during 
Imelda's black-widowed performance in a 
New York courtroom. 

- Though some of the nearly 300 cartoons 
assembled here first appeared in US news- 


papers and the REVIEW, most have been 


compiled from Manila newspapers. 
ir foreword, the Roces' explain 
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how President Marcos moved to 
“smother” the Philippine media. Although 
violence or the threat of it was sometimes 


applied, writes Roces, "there was a team of 


prominent, even intelligent, Filipino media 
personalities breathlessly eager to front up 
for Marcos, to waft witty perfume and dab 
learned cosmetics on the fabulous Ferdi- 
nand and Imelda facade." 

What makes many of the cartoons so 
depressing is the fact that those sketched 
nearly 30 years ago still make their point 
with little effort. 

A 1965 cartoon from the Philippine Free 
Press shows Marcos sitting atop his inau- 
gural limousine. The characters lining the 
route to the Presidential Palace are named 
“Crime Wave," “Unemployment,” "Pov- 
erty,” “Smuggling,” “Population explo- 
sion” and “Breakdown of public services” 
— the very obstacles that plague the Phi- 
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lippines today. 

The assassination of Senator Ninoy 
Aquino ushered in the golden age of Phi- 
lippine political cartoonist. Among the best 
of them was Corky Trinidad, whose work 
in the Honolulu Star-Bulletin drew attention 
to the explicit malignancy of the Marcos 
government. 

Now the US military bases are closed 
and the Americans have gone home. The 
Cold War is over, and Russia and Eastern 
Europe are experiencing a momentous re- 
birth. By contrast the perennial problems 
of the Philippines hold little interest for the 
world at large. While Manila’s best politi- 
cal cartoonists are as barbed today as ever, 
they appear to be drawing mostly for each 
other. m Steven Knipp 


Steven Knipp is a freelance writer based in 
Hongkong. 
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The Creation of the Modern Ministry of 
Finance in Siam, 1885-1910 by la Brown. 
Macmillan, Basingstoke. Eo. 


This book deals with a narrow subj | 
but with good reason. The rise of the v 
istry of Finance, the cornerstone of K 
Chulalongkorn’s administrative reform: 
reflects much of what went on in that pe- - 
riod of Siam's history. 

The King wanted to wrest control of the 
country’s purse-strings from the powerful 
civil-servant family, the Bunnags. He also 
wanted to keep the expansionist Western 
powers at bay. Yet he was hamstrung by 
Siam’s treaties with those powers, which, 
to boost trade, had frozen existing taxes 
and forbidden new ones. The key was an. 
organisation that would max- ~~ 
imise revenue and ensure that 
the money ended up in the 
government's pockets, thus 
providing funds for modern 
administrators who would 
deal with the Westerners. - 

The Ministry of Finance 
came into being in 1890, after... 
Chulalongkorn's earlier efforts 
were thwarted by the Bun- 
nags. Its task was not easy. 
With the French pushing at 
Siam's borders and provincial 
restlessness on the rise, there 
was a pressing demand for 
military and railway funds. 
The other ministries, however; 
were uncooperative: they de- 
layed their budgets, quar- 
relled over allocations and 
kept their own secret reserves. 
The finance ministers of this 
period, four royal princes and = 
one Bunnag, were bullied and | 
ground down to exhaustion. 

What is good about this 
book is its detail, combed from archives in. 
Thailand and Britain for lan Brown 1975 P 
PhD thesis (Brown is chairman of th 
tre of Southeast Asian Studies at th 
don School of Oriental and Africar 
ies). Where it falls down is in its omissions. | 
More detail is needed on important events. 

On occasion Brown directs the reader to - : 
his other volumes for information that be- ~ 
longs here. He also refers to people with- 
out full names or proper introductions. The 
book reads like an incomplete jigsaw. ——— 

Nonetheless, it fills a gap in Siamese his- - 
tory and details the Finance Ministry's- 
streamlining of tax collection and its tus- ==- 
sles with the more powerful odii of ^ 
Interior under Prince Damrong. © a 
n Judith | Clarke 
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By Rigoberto Tiglao in Manila 


he Philippines now faces its best 

prospect for sustained develop- 

ment in almost two decades," the 
World Bank concluded in its most recent 
confidential country report. "A window 
of opportunity . . . exists for the new gov- 
ernment,” the study emphasised. 

Economic stabilisation has been 
achieved and rarely have the conditions 
for investment and trade been better. 

Inflation rates have steadily drifted 
down to 8.1% in the first quarter of the 
year, while interest costs, measured by 
the benchmark 90-day Treasury Bond 
rates by mid-May have been touching 
11%. An overvalued exchange rate that 
was a drag for an export push has been 
corrected, with the peso value moving 
down from its P23 to the dollar rate in 
the middle of last year to steady at P28 
to the dollar, with the central bank’s 
gross international reserves at record 
levels of US$6.6 billion at end-March — 
sufficient to stave off speculative 
attacks. 

The economy has moved to 
become an open one for trade 
and investments with more lib- 
eralised regulations for foreign 
investments and with the lifting 
of nearly all restrictions on for- 
eign exchange flows. The trade- 
liberalisation programme started 
in 1992 is on track, with the coun- 
try's effective protection rate in 
manufacturing now at 3295 — 
better than Thailand's 51% and 
not too far from South Korea's 
27% or Malaysia's 23%. 

Yet the metaphor of a window open- 
ing — the 1 April World Bank report it- 
self was entitled titled "An Opening for 
oustained Growth — has a negative side. 
The implication is clearly that the win- 
dow may close again if the opportunity 
is not taken. 

Indeed, much of the Bank's prognosis 
dealt with big "ifs" and crucial “musts.” 
It termed the task of implementing cru- 
cial policy reforms “daunting,” and even 
calculated that these would cost the 
country U5$6 billion annually, or 14% of 
the Philippine GDP, in the next two years 
for infrastructure, land reform costs, and 
increased social sector spending. 

Perhaps more than even he himself 
realised, the task of grasping the oppor- 
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Ramos: energy and law and order are problems. 


tunity has fallen squarely on the shoul- 
ders of a former general, President Fidel 
Ramos. Most of the country’s other 
forces for change have not demonstrated 
any significant or constructive will for 
action. For instance, congress, other than 
trying to appear to be cooperative to 
Ramos, has its sights on the 1995 elec- 
tions — in which 12 senate seats and 200 
lower house positions will be contested. 
Neither has big-business, the popular 
organisations spawned by the pre-1986 
anti-dictatorship movement nor the 
Catholic Church shown any sign of j join- 
ing a crusade to “fix the Philippines.” 
50 it is up to Ramos to do the hard 
part; turn around an economy — a "per- 
ennial under-achiever," the World Bank 
called it — which is performing in sharp 
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contrast to those of neighbouring coun- 
tries. 

Some of the country's worst problems 
have eased; the pillage of the economy 
by the late Ferdinand Marcos and his 
cronies, the 1983 debt crisis, the coup 
attempts, and the natural disasters. Yet 
the economy still does not seem to be 
moving much. GNP growth last year was 
flat, and would have declined if not for 
the remittances from Filipino workers 


| abroad. And from all indications, the 


power shortages have stifled growth in 
the first six months of the year. 

"Once the power crisis is solved, 
everything will fall into place," agrarian 
reform secretary Ernesto Garilao says, 
echoing the assessment of most Ramos 
drum-beaters. Yet that seems too opti- 
mistic and simplistic an assessment — 
like that of a year ago which expected 
that political stability alone after a peace- 
ful election would jump-start the econ- 
omy. 

The World Bank report is 
more realistic: “Sustained growth 
at even the moderate rates of 5- 
6% depends on an improvement 
in governance." So far Ramos has 
yet to prove he is up to the task. 
A study assessing Ramos' first six 
months in office funded by the 
US Agency for International De- 
velopment (Aid) said "The 
Ramos government has not dras- 
tically improved the business cli- 
mate in the past six months, basi- 
cally due to the law-and-order 
problem, power shortage, and less force- 
ful political leadership." 

Indecision and changes of course are 
dogging the government. Normally to be 
compared with a US president would be 
the highest accolade for a Filipino coun- 
terpart. But that is far from the case at 
present. A senior presidential aide re- 
marked to the REVIEW: "Sometimes I 
wonder whether Ramos' flurry of activ- 
ity, all these trips and running around, 


are making a dent. Some people even | |- 
compare him to Clinton — neither seem 


to have focus." 

There are some unfortunate parallels. 
Only six months after an executive order 
was issued to remove restrictions on corn 
imports, the policy was amended, and 
finally reversed, as Ramos buckled un- 
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der the pressure of corn farmers and 
millers. But it turned out the commit- 
ment to remove restrictions on corn im- 
ports was a condition for a World Bank 
credit facility, and the reversal of the exe- 
cutive order could cost the country 
US$400 million in cancelled loans. 

The Aid-funded study highlighted 
this episode to conclude: “The attributes 
of stability, predictability, and consist- 
ency which affect business confidence 
are obviously lacking in the first six 
months of the Ramos administration." 

A similar lack of a clear and decisive 
plan for dealing with the power crisis 
has led to its extension, while the con- 
gress debates the pros and cons of giv- 
ing Ramos specials powers to deal with 
it, for fear of his moving towards dicta- 
torship. 

The rise of new 
business groups is 
normally a wel- 
come development 
that reflects the vi- 
brance of an econ- 
omy. Yet in the 
Philippines, this 
has led to more 
intense, counter- 
productive fights 
among business 
groups, while con- 
gress still has to act 
on two reform pro- 
grammes needing 
legislation. 

One bill would 
allow the transfor- 
mation of the 
bankrupt central 
bank into an independent institution, 
financially strong enough to undertake 
monetary policy direction and ultimately 
to reduce its reserve requirements, push- 
ing down the current level of interest 
rates from 16% to as low as single-digit 
rates. The other reform programme is à 
package of tax measures intended to 
raise government revenues to avert 
another fiscal crisis, with the deficit this 
year expected to amount to P51.3 billion, 
double last year's. 

There seems to be no logical reason 
for congress not to approve the meas- 
ures. With regard to the tax measures, 
the legislators have not been able to de- 
bunk the argument that while it is true 
that existing taxation laws are not being 
implemented, it would take time for the 
administrative machinery to do so, and 
in the meantime new government rev- 
enues are urgently needed to avert a fis- 
cal crisis. 

If congress fails to push through the 
Central Bank bill before it ends its cur- 
rent session on 4 June, the World Bank 


will be closing down its remaining 
US$450 million credit facility (half of 
which consists of funding from two Japa- 
nese institutions), since this was condi- 
tional on the bank reform. While the 
country will certainly not be thrown into 
a financial crisis by the withdrawal of 
the loan, it will send a signal to the rest 
of the world banking community that the 
Philippines is still unable to undertake 
reforms necessary for its long-term 
growth. 

Despite the political gridlock, some 
observers do see signs of a new momen- 
tum, with some foreign-investment ana- 
lysts revising their gloomy assessments. 
In February, a Merrill Lynch & Co. re- 
port had a decidedly pessimistic tone. 
However, only three months later in 





May, its analysts had a different mes- 
sage: “From the outside, the Philippines 
can usually be seen as either a glass that 
is half-full or one that is half-empty. At 
this juncture, however, we are inclined 
to take a slightly optimistic view.” 

It explained a major reason for its 
view: “The earlier concern about slow 
decision-making and ineffectiveness on 
the part of the government is giving way 
to signs that Malacanang [the President's 
office] is responding more quickly and 
more aggressively than in the past . . . 
President Ramos seems to be making 
some progress in tackling deeply en- 
trenched practices and structures." 

There have been three important 
moves by Ramos that indicate that he is 
willing take on powerful interest groups 
to carry out crucial reforms: 
> He has pursued an aggressive popu- 
lation programme, defying the conserva- 
tive Catholic Church and big business 
groups allied with it. Neither Marcos nor 
Corazon Aquino have attempted that. 
»> He has embarked on an anti-mo- 
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nopoly, anti-oligarch tack, and has taken 
on, obviously as a means of proving he 
means business, the Antonio Cojuangco 
family, one of the country’s most influ- 
ential business houses, in order to dis- 
mantle the stranglehold the family firm, 
Philippine Long Distance Telephone Co., 
has on the country’s backward telecom- 
munications industry. 

P» He has launched an unprecedented 
campaign to overhaul the Philippine 
National Police, with about 200 senior 
officers eventually to be either sacked or 
moved to innocuous jobs. Again, even 
Marcos did not dare tamper with the 
deeply entrenched network of corruption 
in the country's police force. 

There is certainly no assurance that 
Ramos' moves will, or can, be sustained, 
nor that he has 
been able to build 
up à fighting, cru- 
sading organisa- 
tion within one 
of Asia's most in- 
efficient and cor- 
rupt bureaucra- 
cies. Still though, 
it is significant 
that Ramos has 
decided, only after 
six to eight months 
of political consoli- 
dation, to under- 
take the three re- 
form programmes 
which directly and 
immediately 
threaten these 
powerful interest 
groups. 

These moves were actually campaign 
promises: if he carries them through, it 
would certainly send a strong message 
about his determination. 

After a full year of expanding his po- 
litical support, and still with no major 
setback in terms of his popularity, the 
ex-general may be emboldened to finally 
go on a blitzkrieg to govern the country. 

His "Philippines 2000" slogan has 
been criticised either as an advertising 
gimmick (it's patented by an advertising 
firm), or even as a warning signal. Ramos 
term expires in 1998 and under the 
present constitution he is limited to one. 
Observers are always ready to see signs 
that he might want to change that limita- 
tion. But the slogan does reflect his 
awareness that, as the World Bank study 
noted, one the country's deepest prob- 
lems is the lack of a sense of national 
purpose. “Philippines 2000" may sound 
corny; it does however, even in its awk- 
ward way, raise a banner of looking to a 
better future around which national pur- 
pose might be forged. a 
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By John McBeth in Manila 


n sweltering Manila these 
days, the favourite game in 
EB town is predicting which 
month the power brownouts 
will end. Earlier in the year, 
the National Power Corp. 
.. (Napacor) settled on Septem- 
ber as when supply was 
expected to catch up with 
demand. More recently, it 
pushed that target back to 
November — “just to be on _ 
the safe side.” Now even that . | 
date seems to be only tenta- 
tive. 

One problem with pre- 
dicting when the gap will be 
fully closed, is the nature of 
electricity as a non-storable 
energy source and the related difficulty 
of estimating actual demand. “The short- 
fall [on the main island of Luzon] is be- 
ing put at about 7-800 MW," said one 
energy specialist, "but really it could be 
anywhere up to 2,000 MW." 

There is still a lot of room for opti- 
mism, however. A fast-track programme, 
designed to add 895 MW to the hard- 
pressed Luzon grid over the first nine 
months of 1993, is pretty much on time, 
and a patchwork of scheduled regular 
projects is expected to bring another 340 
MW on stream by the end of the year. 

All this is meant to make up the short- 
fall — and add a 10-15% cushion. AI- 
though the installed capacity of the 
Luzon grid is rated at 4,590 MW (com- 
pared to 1,336 MW and 690 MW for the 
separate Mindanao and Visayas grids), it 
is incapable of meeting the peak demand 
of 3460 MW and often seems to have 
trouble generating the minimum require- 
ment of about 2-2,500 MW judging by 
shortages during weekends and in the 
early mornings. 

The Philippines' power problems can 
be traced back to 1986 when the incom- 
| ing Corazon Aquino administration 

killed the controversial and never- 
commissioned 600-MW Bataan nuclear 
power plant — and then failed to replace 
it with any additional capacity. The 
mothballing of the station was justified 
because of allegations that it was not 
built according to specifications and had 
serious defects, but basically the decision 
was a political one. 

Unfortunately, however, over the 
next five years only one gas turbine was 
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Power brownouts may be cured by a fast-track programme. 


installed while demand, buoyed by a 
minor economic boom in the late 1980s, 
quickly ate up what was left of Napa- 
cor's power reserves. 

What has exacerbated the situation 
has been the declining efficiency of the 
hydro-electric plants in northern Luzon, 
which are estimated to have lost 700 
MWh over the past four years. In fact, 
only 630 MW of the 1,226 MW installed 
capacity is now considered dependable. 

Seasonal droughts are one problem. 
Another is siltation, a common enough 
phenomenon under normal circum- 
stances, but one which in the Philippines 
has been accelerated by extensive defor- 
estation and by the devastating 1990 
earthquake in northern Luzon. 

Thermal and gas turbine plants 
present a different problem. Deo Peralta, 
Napacor vice-president for planning, 
acknowledges there has been some 
“stretching” of maintenance schedules to 
keep stations on line. But that has inevi- 
tably led to an increase in breakdowns, 
which have an immediate impact on the 
power supply and have been causing 
brownouts of up to 10 hours or more. 

Only 1,397 MW of the installed ther- 
mal capacity of 1,925 MW is still consid- 
ered reliable, due to a combination of 
age, bad maintenance and a lack of pre- 
ventive maintenance. According to fig- 
ures obtained by the REVIEW, forced out- 
ages among Luzon's 10 oil-fired steam 
plants increased from 24.68% of the time 
in 1991 to a disastrous 48.68% in 1992. 
Likewise, breakdowns of gas turbines 
rose from 36.57% in 1991 to 60.81% in 
1997. 
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If the country is to avoid yet another 
energy crunch two or three years down 
the road, a lot still rides on building up 
base-load capacity — cheap power pro- 
duction able to meet the permanent de- 
mand, not including high peaks. Con- - 
struction is under way on the 150-MW 
Bacon-Manito geothermal 
plant in southern Luzon, and 
the ground has been broken 
for two coal-fired projects — 
the 300-MW Calacca II station 
in Batangas, south of Manila, 
and Hopewell's 700-MW Pag- 
bilao plant in neighbouring 
Quezon. | 

Calacca II is scheduled t 
be completed by late 1995, 
while the two 350-MW Pag- 
bilao units, which are going 
ahead on a build-operate- 
transfer (BOT) basis, are 
planned for commissioning in 
June 1995 and May 1996. So 
much is riding on these 
projects that government offi- 
cials say it will not be until 
1996 that they can really heave a sigh of 
relief. What may also help to improve 
things is the scheduled completion in 
1997 of the long-planned national grid 
linking the major islands of Mindanao, 
Negros, Panay, Cebu, Leyte and Luzon. 

In the meantime, a consortium of Asia 
Brown Boveri, Marubeni and Kawasaki 
recently completed a block of three 70- 
MW gas turbines in Bataan, northwest of 
Manila. Next January, these will be tied 
to a combined-cycle 90-MW unit capable 
of performing base-load duties. The con- 
sortium plans to have another identical 
block on stream at the same site by Sep- 
tember 1994, 

Like Calacca II, which had its financ- 
ing finalised as far back as 1987 and was 
initially due for completion in late 1991, 
the proposed US$662 million 600-MW 
coal-fired Masinloc plant in the western 
coastal province of Zambales has also 
been subjected to long delays because of 
environmental concerns — something 
that has dogged many of Napacor's 
projects since democratic practices were 
restored in 1986. 

Although the government is intent on 
pushing ahead, continuing local oppo- 
sition is still an obstacle — evidenced by 
the jeers which greeted President Fidel 
Ramos when he visited Masinloc in early 
May. In the meantime, Napacor is pay- 
ing commitment fees of US$1.5 million a 
year on the US$300 million loan it se- 
cured from the Asian Development Bank 
(ADB) in late 1990 for the first stage of the 
project. | 

The other two grids have been rela- 
tively free of brownouts, though Napa- 
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2000. 


The year has special significance to 
the Philippines. 


By the turn of the century, the 
country shall have earned newly 
industrialized status. 


Behind that vision, the Philippines’ 
lead telecommunications company 
commits its resources. 


Now marking 65 years of service, 
PLDT is readier than ever to 
provide the telecommunications 

. infrastructures and services 
imperative to country growth. 
Inclusive of the installation, by the 
year 2000, of some 3.8 million 

| telephones. 


To keep Filipinos in touch. 
With each other and the world. 











cor officials say Mindanao 
“is giving cause for concern. 
A 135-MW gas turbine 
barge and two land-based 
diesel-powered units with 
a total capacity of 98 MW 
are being installed this year 
in Cagayan de Oro and 
Iligan in the north and west 
of the.island as part of the 
overall. fast-track pro- 
gramme. 
. Longer-term plans call 
for two further 100-MW 
barges to be added to the 
grid next year, and three 
20-MW, 40-MW and 60- 
MW geothermal units at 
Mt Apo, north of Davao City, between 
1993-95, Napacor says after years of 
wrangling, it has finally reached an 
understanding with tribal groups living 
on Mt Apo's slopes, but officials 
complain that opposition is still coming 
from Manila-based environmental 
groups. 

Bomasang acknowledges that it has 
taken time to adjust to environmental 
concerns. Calacca I, for example, ran into 
serious problems with its use of locally 

mined coal, which clogged conveyer 
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Politics over power: the mothballed Bataan nuclear plant. 
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belts and bunkers when wet and caused 
a heavy dust fallout over surrounding 
farmland when dry. The problem has 
finally been overcome by improved han- 
dling and also by blending the local coal 
with imported Australian coal on a 60:40 
ratio. 

There has been no systematic assess- 
ment of the impact of the brownouts on 
economic growth, but private-sector esti- 
mates on production losses range from 
US$1-3 billion a year. The government 
has recently reduced its GDP growth pro- 
jections for 1993 from 4% to 3%, but even 
that may seem to be ambitious after 
negative growth in 1991 and only 0.04% 
last vear. 

ADB energy and industry depart- 
ment chief Sadiq Shehzad believes the 
losses from power shortage could be as 
much as 4-5% of GDP. "It is all quantified 
by a loss of capacity, a loss of hours at 
the factory or a drop in the import of 
capital goods," he says. "If you add up 
the building blocks the direct impact 
could be of that order. If you apply a 
multiplier affect, it could double because 
it creates an artificial shortage of liquid- 
ity, which is seen by investors as a limit- 
ing factor. 

Some investors have simply added a 
generator to their business plan because 
they feel the advantages of an educated 
labour force outweigh the power short- 


| ages. Others, however, are taking a wait- 
| and-see attitude. "They want to see if the 
| government can solve the problem,” says 
| one diplomat with an economic brief. 


"They are using it as a sort of measuring 


| stick to see whether the country is mak- 
| ing progress." 


When he re-established the Depart- 


| ment of Energy in early 1993, Ramos 


was repairing some of the damage 
caused in 1986 when Aquino scrapped 
the then-Energy Ministry — in large 
part because it had been the brainchild 
of former president Ferdinand Marcos. 
Although she established an Office of 
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Energy Affairs, it did not 
have the sort of authority 
necessary to prevent the 
fragmentation of the energy 
sector. 

As the power crisis be- 
gan to emerge in 1988, 
Aquino created an Energy 
Co-ordinating Council, 
headed by then executive 
secretary Catalino Mac- 
araig. But though a 400- 
MW fast-track programme 
was put in place the follow- 
ing year, built around the 
first Hopewell gas turbine 
and nine power barges 
(eight of which are cur- 
rently out of commission), it was far too 
late to head off the inevitable. Says 
Bomasang now: “Aquino was warned of 
the crisis by [Napacor president Ernesto] 
Aboitiz, but maybe he wasn’t forceful 
enough.” 

Between 1973 and 1989, the country’s 
dependence on oil for power generation 
fell from 93% to well below the 50% 
level. That has now started to edge up 
significantly as a result of the emergency 
measures the government has been 
forced to take. Most of the fast-track 
projects are modern units using Bunker 
C fuel oil, which at US$17 a barrel is 
US$7 cheaper than diesel oil. 

But that is still much more costly than 
base-load generation. Indeed, industry 
sources say the price Napacor charges 
for its power will have to rise by at least 
10% a year until 1996 when the comple- 
tion of new base-load projects helps ease 
the burden. In part, this also reflects the 
involvement of the private sector in the 
fast-track BOT projects, though with in- 
creased competition the return on invest- 
ment has fallen from a high of 36% to a 
level approaching 20%. 

Last year, sales of petroleum for 
power generation amounted to 30.2 mil- 
lion barrels — a 24.1% increase over the 
previous year. Pressures on the country’s 
refining capabilities meant that fuel oil 
imports increased from 4.6 million bar- 
rels in 1991 to 6.8 million barrels in 1992, 
while diesel imports in the same time 
frame rose by 33.4% — from 4.8 million 
to 6.4 million barrels. 

Officials say with an annual 11% in- 
crease in generating capacity, or roughly 
1,200 MW, the electricity supply should 
be able to keep ahead of the ambitious 7- 
896 growth rate targets the National Eco- 
nomic Development Authority has set 
for the rest of the decade. By then it is 
hoped to bring on shore natural gas from 
offshore fields in northwest of Palawan, 
which Bomasang says will be enough to 
generate up to 2,000 M m 
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TOURISM 


Clean and 
Green 


21% increase in Overseas visitors 

in 1992 and a continuing upward 

trend so far this year appears to 
be the long-awaited signpost pointing to 
a better future for Philippine tourism. 
Unlike other higher-volume destinations 
in the Asean region, the Philippines is 
seeking to brush up its image and de- 
velop the sort of environmentally- 
friendly “eco-tourism” that will enable it 
to capture the top end of the regional 
market. 

The number of arrivals reached 1.15 
million last year, up by nearly 200,000 
over 1991 and only 36,700 short of the 
record 1.89 million visitors recorded in 
1989 before the coup attempt in the De- 
cember of that year put the brakes on 
everything. While that may be a small 
number compared with countries such 
as Thailand and Malaysia, it is still very 
encouraging to tour operators who have 
seen natural and man-made disasters 
undermine their promotional efforts over 
the past three to four years. 

Tourist receipts amounted to US$1.67 
billion last year, an increase of 30.6% 
over 1991's US$1.28 billion. More than 
464,000 tourists, or 40.3%, came from 
within the East Asian region, with Japan- 
ese arrivals accounting for 221,500 of that 
number. By a tiny margin, however, the 











Makati's new Shangri-La. 


US remained the biggest contributor to 
Philippine tourist traffic. 

Manila Mayor Alfredo Lim's cam- 
paign to close down the Ermita girlie bar 
strip is unlikely to end the country's 
reputation for sex tours, given the way 
the focus has now moved to neighbour- 
ing Pasay and Makati and further north 
to the former US base town of Angeles. 
But resorts are noting a marked increase 
in the number of Japanese women com- 









M elcome [o the Manila Calleria Suites. An ultra 
modern structure standing 30 storeys tall. Towering 
over the fast-developing business district of Ortigas 
Center, north of Manila. Near a modern compre- 
hensive shopping and dining paradise, the 
Robinsons Galleria. Located at EDSA, near the 


site of the historic 1986 Pe le s Power revolution 
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» ing to the Philippines — a devel- 
» opment which shows the tourist 
EU: trade may be starting to move in 

* a different and perhaps healthier 
direction. 

“The general idea is to get rid 
of the sex image,” says one tour 
operator. “A lot of people these 
days are looking for a unique 
Philippine experience — and they 
will pay for that.” Indeed, there 
are signs that more foreign tour- 
ists are spending less time in pol- 
luted and often blacked-out Ma- 
nila and longer in such beautiful 
destinations as Boracay, Cebu, 
Palawan and Davao. 

Developing tourism on an en- 
vironmentally sustainable basis is 
one of the main pillars of a re- 
cently approved tourism master 
plan funded by the UN Develop- 
ment Programme (UNDP), which 
is aimed at generating 150,000 
new jobs and infusing at least 
US$20 billion into the national 
economy by 2010. The plan lays 
down new zoning regulations un- 
der which everything from social 
concerns to sewage must be taken 
into consideration. 

Boracay, the tiny island with the fa- 
bled white sand off northern Panay, is a 
case in point. The 10,000-strong popula- 
tion of residents and tourists now living 
there at peak times is estimated to be 
double the island’s carrying capacity — 
the limit where the environment begins 
to suffer. The Australian Government is 
currently considering a US$16 million 
grant-loan plan for a sanitary landfill and 
water and sewage systems for the 7-km- 
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long island. 

“There is a lot of symbolism attached 
to this,” says one diplomat, who feels a 
prima facie case has been made out for 
the project. “If they stuff up Boracay, 
then no-one will want to invest in the 
other islands.” 

Private investors, and particularly the 
Soriano family, are leading the drive to 
attract well-heeled eco-tourists. Later this 
year, the Anscor Group and Adrian 
Zecha Holdings of Hongkong will open 
the prestigious Aman chain’s first resort 
in the Philippines on the Soriano-owned 
Pamalican Island, midway between 
Boracay and northern Palawan. Private 
charter flights will deliver guests to the 
island where prices for the 40 luxury vil- 
las are expected to go as high as US$350 
a night. 

Romalca Hotels Philippines, a hotel 
and resort consultancy owned by 
Carlos Soriano, operates another newly 
opened up-market 
resort on Pangalusian 
Island, off northern 
Palawan, and has 
plans to open a sec- 
ond on neighbouring 
Lagen Island. Prices 
there run to between 
US$110 and US$180 a 
night. “Eco-tourism 
is our direction," says 
one executive, "and 
that determines we 
go for the quality 
market, so we need 
higher margins to 
justify our invest- 
ment." 

New gateways 
have reduced the 
heavy dependence 
on Manila's chaotic 
Ninoy Aquino Air- 
port and now pro- 
vide some immunity 
from adverse devel- 
opments in the capi- 
tal. Cebu, for exam- 
ple, is currently 
served by 13 direct 
flights from Aus- 
tralia, Singapore, 
Hongkong, Japan, 
Malaysia and Indo- 
nesia. In Davao, there 
are twice-weekly 
flights to Manado in 
North Sulawesi with 
the prospect of future 
connections to Singa- 
pore, Kota Kinabalu 
and Kuching. 

Although there 
has been a downturn 
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Destinations south of Manila are 
attracting more and more tourists. 


in Cebu's economic fortunes, brought 
about mostly by the US recession, tour- 
ism continues to grow. Last year, 134,000 
tourists visited the island, and so far this 
year the figure is already over the 80,000 
mark. Apart from a new P236 million 
(US$8.8 million) airport terminal build- 
ing, Cebu's next major addition will be 
the 360-room Mactan Beach Resort, 
which is due to open in August. 

There has been a building boom in 
Metro-Manila as well. The past nine 
months have seen the opening of three 
de luxe hotels — the 440-room Shangri- 
La Edsa Plaza, the 703-room, 28-storey 
Shangri-La Hotel Manila in the heart of 
the Makati business district, and the 500- 
room Manila Diamond on coastal Roxas 
Boulevard. The three Shangri-La hotels 
represent an overall investment of 
US$230 million by the Hongkong-based 
Kuok Group. 

According to the master plan, the 
Department of Tour- 
ism's public sector 
investment between 
1992 and 1996 should 
amount to P8.3 bil- 
lion, including an ini- 
tial P1.5 billion for 
the development of 
major resort estates 
on Panglao (Bohol) 
and Samal (Davao) 
islands. This will be 
in addition to the 
P16.2 billion already 
committed to other 
government agencies 
for infrastructure and 
transportation proj- 
ects. 

Public sector fi- 
nancing comes from 
a mix of duty free 
profits, travel tax, 
and hotel room taxes, 
as well as modest 
contributions from 
private sources. 

The plan calls for 
a private sector in- 
vestment require- 
ment of P26.4 billion 
in the same time 
frame, much of it 
concentrated on ac- 
commodation and 
area development. 
But overall it reflects 
two main aims — to 
reduce expectations 
about future growth 
and to improve the 
quality and utilisa- 
tion of resort units. 

m John McBeth 
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Engine of 
Growth 


By Rigoberto Tiglao in Manila 


oldstar-Collins president Samie 

Lim is not arguing about what 

the country's prospects are. For 
his appliance-assembler company, the 
economic turnaround has already hap- 
pened. 

Sales of the Korean-affiliated com- 
pany have closely mirrored the course of 
the economy in the past four years. Its 
sales tripled to P147 million (US$5.46 
million) in 1990 after its first year of op- 
erations in 1989, slumped 23% in the next 
year, when the country encountered a 
fiscal and balance-of-payments crisis, 
and then rebounded by 32% last year. 

The company’s forecasts for sales 
growth this year of its six major product 
lines — which include colour TVs, kara- 
oke equipment and refrigerators — 
range from a high 38% to 21%. Despite 
the crippling blackouts, Lim reports à 
20% increase in its sales in the first three 
months of the year. Goldstar's perform- 
ance does not seem to be exceptional: the 
annual growth rate of the appliance in- 
dustry's sales in the past three years av- 
eraged 23%. The 1993 forecast sees a 32% 
growth to P29 billion. 

The success of Goldstar-Collins illus- 
trates many of the Philippines’ innate 
strengths, as well as favourable changes 
in the environment for trade and invest- 
ments in the past several years. This is 
despite political instability, the stop-and- 
go nature of reform programmes and the 
horrendous long-term costs of economic 
mismanagement during Ferdinand Mar- 
cos' dictatorship. 

"What we do is just take all of these 
[macroeconomic and political problems] 
as givens, and do the best we can to do 
business," Lim says. 

That is precisely what a hardy breed 
of Philippine entrepreneurs have been 
doing. In the past two decades, these 
businessmen have increasingly been 
made up of ethnic Chinese such as Lim. 
Several of these have grown into con- 
glomerate status, and President Fidel 
Ramos recently seems to have recognised 
these as the country's future engine of 
growth. In an unprecedented move, 
Ramos last month called upon six of 
them to form a consortium to invest in 
badly-needed infrastructure projects. 

Changes, though undramatic, in the 
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Subic Bay: Taiwan investors show interest. 


past 10 years actually have made the 
country more conducive for businesses. 
A recent World Bank report noted 
that despite its weak performance, 
“policy reforms in the Philippines in the 
1980s, in the areas of trade, investment, 
regulation, tax [and] privatisation, gen- 
erally match the achievements of other 
countries considered successful reform- 
ers.” 
What successes there have been stand 
out against a background of a 1992 GDP 
actually 7% lower than that in 1980. But 


from an annual average 
of P2.9 billion in the 1981 
period, capital in projects 
approved by the Board of 
Investments grew nearly 
six times to P18.5 billion 
a year in the 1986-90 pe- 
riod. 

Computations by the 
World Bank (adjusted in 
its new system of using 
purchasing power parity) 
show that while the pro- 
portion of investments to 
GDP declined from its 
peak level of 24% in 1980 
it has made a strong 
comeback starting from 
1986, reaching 15% by 
1988 — at the same level as Thailand's 
15% and India's 16%. In the first two 
months of this year, despite crippling 
power shortages, new capital reported 
by the Securities and Exchange Commis- 
sion grew 78% compared to the same 
period last year. 

Although still far from the ideal of a 
manufacturing sector based on small- 
and medium-sized enterprises, that class 
of firms has been increasing its share of 
the output, a good indicator of a broad- 
based business class. In 1983 the average 
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share of the four largest firms in each 
sub-sector was 70%. By 1988, this had 
declined to 63%. 

Goldstar-Collins is a good example of 
this. Since 1989, when the appliance in- 
dustry was dominated by a few big com- 
panies affiliated with US and Japanese 
multinationals, Goldstar-Collins, with a 
South Korean partner, has managed to 
carve out 10% of the market in three 
years. 

The South Korean equity in the com- 
pany points to one development in an 
otherwise somewhat bleak international 
situation favourable to the Philippines. 
“Despite the prospects of less rapid 
growth in international trade in the 1990s 
than in the 1980s . . . the regional situa- 
tion offers opportunities," a recent World 
Bank country report on the Philippines 
says. "Korean, Taiwanese and Japanese 
companies are rethinking regional 
strategies . . . and the quality of Philip- 
pine workers and managers is such that 
the government can effectively attract 
foreign investment and promote ex- 
ports." 

In the past decade, the bulk of new 
foreign investments have come mainly 
from Japanese firms, whose investment 
flows for the period 1985-1992 averaged 
US$130 million yearly, bigger than the 
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US$115 million annually from the US 
companies. 

Since 1986, there has been a notable 
development: actual investments and 
investor-interest have come from Tai- 
wan, South Korea, and Hongkong. In 
1980, according to Taipei data, Taiwan- 
ese investments in the Philippines 
amounted to US$10 million; by 1988, 
they had expanded to US$334 million. 
Korean equity in the same period grew 
from U5$1.5 million to US$32 million. 

Regional companies have already 
made a mark in the Philippine corporate 
landscape. The Indonesian First Pacific 
Group has become a major Philippine 
conglomerate in just six years, with in- 
terests in manufacturing, finance and 
property. The Kuok Group of companies 
has become a leader in the property sec- 
tor in three years. 

50 far, the biggest investment com- 
mitments to the development of the 
Subic Bay area — the former US naval 
facility — have come from the 
Taiwanese. Meanwhile 
tobacco magnate Lucio 
Tan has been able to 
raise the P5 billion for 
his bid for control of 
Philippine Airlines by 
getting support from 
Hongkong investors. 

The establishment of 
Goldstar-Collins is due 
to such “regional 
strategies." The firm's 
Korean partner, the 
Lucky-Goldstar group, 
intends to make its 
manufacturing base for 
its medium-technology products such as 
television sets and video-cassette record- 
ers. 

There is a basic reason for this. It is no 
longer merely inexpensive, unskilled la- 
bour that is the country's competitive 
advantage. The Philippines has slightly 
fallen behind in this aspect because of 
increases in its minimum wages and the 
emergence of China and Vietnam as 
cheap labour sources. “It is the quality of 
labour, particularly the English-language 
facility and basic technical skills" Lim 
says. 

This Philippine edge has been due to 
the country's high educational levels, 
maintained despite some slippages in 
standards and in spite of its severe eco- 
nomic crises. By 1990 the authorities 
claimed an adult literacy rate of 90% in 
1990, with gre secondary-level enrol- 
ment of 7055, compared with Thailand's 
28%, Vietnam's 40%, and Malaysia's 
58%. 

Another plus factor for the country is 
its growing potential for consumption, 
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with more and more subsistence com- 

munities being drawn into the rapidly - 
expanding cash-economy. In 1970, wage 

and "own account" workers made up 

80% of the labour force, while unpaid 

family labourers accounted for the other 

20%. By 1990, wage workers accounted 

for 85%, with only 15% outside the wage 

economy. 

This phenomenon appears to be the 
source of growth of many of the new 
conglomerates. Lucio Tan's Fortune To- 
bacco and even his new Asia Brewery 
have grown by providing cheaper ciga- 
rettes and beer. 

And while poverty is still a major is- 
sue, purchasing power is being boosted 
by remittances from nearly 500,000 
overseas workers, with some estimates 
suggesting that the total, much of which 
is still not channelled through the bank- 
ing system, will reach US$4 billion 
yearly. 

On the other hand, mainly due to 

union and left-wing organisations' 


How Competitive? 
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pressure, minimum wages in the coun- 
try have steadily gone up, with critics 
claiming that the backlash to this has 
been some deterioration in the country’s 
competitive edge. From a low of P295 
monthly in 1980, the inflation-adjusted 
real wages (in terms of 1978 pesos) of 


unskilled labour rose 80% to P531 


monthly in 1991. 

The improvement in the poverty pic- 
ture seems to be mirrored in develop- 
ments in the purchasing power of lower- ` 
middle income Filipinos. “Our largest | 
selling products are colour TVs and | 
washing-machines," Goldstar-Collins | 
president Lim says. “The demand for 
colour Tvs comes as lower-to-upper mid- 
dle-class families upgrade their black- 
and-whites to colour — picking our less- 
expensive products as they are watching 
their budgets. Washing machines are in 
demand as families either find it cheaper 
than hiring domestic help, which has 
been getting more expensive and scarce, 
or as the wives now have gone into jobs," 
he explains. m Rigoberto Tigiao 
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big problem last year 
for Matsushita Electric 


Industrial was how to 
manufacture 1,200 portable 
digital camcorders for the Bar- 
celona Olympics in double- 
quick time. A similar quan- 
dary today confronts South 
Korean electronic-equipment 
makers such as Goldstar. 
Having dithered for years, the 
South Korean Government 
has decided that all its agen- 
cies must equip themselves 
quickly with a domestically 
developed file-server compu- 
ter. 

Taiwanese video-game pi- 
rates also have a need for 
speed. When Japan's Ninten- 
do or Sega release a new game 
cartridge, for instance, the pirates want to 
have their clones on the market within 
days. 

The solution: a flexible type of semicon- 
ductor manufactured by Altera of the US. 
Known as programmable-logic devices, the 
chips are one of the fastest-expanding — 
and most lucrative — sectors of the semi- 
conductor market. In the electronics indus- 
try, these chips are the very stuff of differ- 
entiation. They are used to tailor standard 
parts such as microprocessors and memory 
to a particular application. 

Logic chips come in two basic flavours. 
Standard ones contain a few gates — the 
basic building blocks of digital circuits — 
while gate arrays are used by manufactur- 
ers to integrate standard logic onto the 
same piece of silicon. 

The trouble with custom chips such as 
gate arrays is that they introduce delays 
into the design cycle. It typically takes at 
least six weeks before the silicon comes 
back from a foundry, and even then, there 
is no guarantee that it will work properly. 
About 40% of gate arrays have to be rede- 
signed. 

Altera was formed in 1983 to capitalise 
on this gap. Its founders figured that what 
customers need is a logic chip that can be 
programmed with a particular design. 
Then if the design did not work, the chip 
could be erased and reprogrammed. Only 
when all the bugs had been eliminated 
from the prototype would the design be 
lispatched to the gate-array foundry. 

Altera's strategy has proved successful. 
n 1992, it had revenue of just over US$100 
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An Altera chip: popular among companies in a hurry. 


million. And as the company celebrates its 
first decade, programmable-logic chips 
have blossomed into more than just a tool 
for developing prototypes. They are widely 
used by companies that need to get their 
products to market in a hurry. 

As the output volumes of programma- 
ble-logic chips grow, their prices come 
down. The chips are still several times 
more expensive than gate arrays, but the 
differential is shrinking, making them an 
increasingly attractive alternative. 

In Japan, for example, where Altera 
does around 20% of its business, the com- 
pany's chips mostly go into two types of 
products. One type is telecommunications 
equipment such as the digital-telephone 
exchanges and cellular-telephone base sta- 
tions made by NEC. The other is profes- 
sional audio-visual equipment such as the 
portable camcorders made by Matsushita 
for the Barcelona Olympics. 

NEC is Altera's largest customer. Four 
other Japanese companies — Matsushita, 
Sony, Mitsubishi Electric and Toshiba — 
are among the company's top 10 clients. 

Altera has achieved this penetration 
into the Japanese market with help from 
the Japanese Government. The Ministry of 
International Trade and Industry (Miti) 
"has been very helpful in pointing us in 
the right direction," says Rodney Smith, 
Altera's chief executive. 

A guide published by the Interna- 
tional Semiconductor Cooperation Centre, 
an organisation set up by Miti in the wake 
of the 1987 US-Japan Semiconductor Trade 
agreement, proved especially invaluable. It 
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Built for Speed 


explains what information for- 
eign semiconductor vendors 
are required to provide in or- 
der to qualify their products 
for sale in Japan. Miti "did 
everything they could to help 
US companies be successful," 
Altera Japan president Bob 
Vogel says. 

The success of Altera and 
other US programmable-logic 
specialists such as Xilinx has 
not escaped the notice of Ja- 
panese chip makers, which 
control 50% of the worldwide 
gate-array market. Japanese 
companies such as Fujitsu and 
Toshiba would dearly love to 
have a slice of the program- 
mable-logic action, too. Espe- 
cially as programmable chips 
are more profitable than gate arrays. 

In theory, Japanese companies should 
do well. Japanese foundries with their su- 
perior manufacturing-process technology 
have long been the main source for many 
programmable-logic products. For exam- 
ple, Altera gets its most advanced chips 
from Sharp, while Xilinx gets its from Seiko 
Epson. | 


n practice, however, a formidable bar- 
l rier confronts entrants into the program- 

mable-logic market. The skills that count 
are in design: chip architecture, circuit de- 
sign, testing and the software tools that 
enable rapid product development. These 
are skills, as Altera's Smith points out, that 
"don't come easy." Or cheaply. To main- 
tain its edge, Altera spends 15% of its rev- 
enue on research and development. Such 
expenditure is not to be taken lightly. 

Smith forecasts there will ultimately be 
room in the programmable-logic market- 
place for at most five players. Asked 
whether Japanese companies might feature 
among them, he responds that they could, 
but only by buying the technology, or ac- 
quiring a company that has it. 

David Brauer, who works for Paltek, 
one of Altera's Japanese distributors, views 
things differently. "Japan's dominance of 
the semiconductor market, if not over, will 
never be as strong as it has been," he says. 
"The balance is swinging back from pro- 
duction technology to circuit technology, 
and companies like Altera are going to be- 
come increasingly important." 

m Bob Johnstone 
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Building infrastructure in desert regions is only one of the problems of developing the Tarim basin's oil potential. 
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Final Frontier 


China is piling men and machines into its western oil fields in a 
bid to avoid becoming dependent on petroleum imports. Its 


great hope is the Tarim Basin. 








By Carl Goldstein in Korla, Xinjiang 


T he Taklimakan Desert — the vast, 
barren centre of Xinjiang Autono- 
mous Region, in China’s far west — 
is one of the least hospitable places on 
earth. Blowing sand dusts a landscape of 
dunes and wasteland. Temperatures soar 
to 50°C in summer, and plummet to -40°C 
in winter. In ancient times, the camel cara- 
vans that carried silk and other treasures 
between China and the Byzantine Empire 
skirted the Taklimakan's edges rather than 
test its fearsome conditions. 

But beneath this harsh dustbowl lies a 
modern treasure, one that China thirsts 
after: oil. 

Today, the desert is a focus of activity 
as Peking strives to tap the resources of a 
Texas-sized area known as the Tarim 
Basin. Trucks equipped with giant sand- 
crawling tyres labour across its trackless 
waste, while thousands of workers strug- 
gle to build a sealed road across the dunes. 
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Some oil is already being extracted. It is 
transported eastwards on diesel trains that 
rumble towards China's populated coastal 
regions, 3,000 kilometres away. 

Peking has launched a crash pro- 
gramme to develop the Tarim's potentially 
vast oil resources. Much rides on its suc- 
cess. With its economy growing by leaps 
and bounds, China badly needs a replace- 
ment for the now-dwindling reserves of its 
eastern provinces. Unless big new fields 
can be tapped in the next few years, China 
will cease to be a net exporter of oil, in- 
stead facing a drain on its foreign-exchange 
reserves. 

Avoiding an oil crunch will not be easy. 
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In addition to the Tarim’s harsh conditions, 
the most promising areas lie hundreds ol 
kilometres from the nearest road. In the 
local Uygur language, the Taklimakan's 
name means “you can get in but not out.” 
The road builders hope that when the 400- 
kilometre Desert Highway is completed (in 
late 1994, if all goes well), that will nc 
longer be true. 

Yet there are more questions than 
answers about just how much oil is there. 
In Korla, the last outpost of civilisation be- 
fore the desert takes over, oil man Yu 
Xinyong says the basin holds 10 billion 
tonnes of crude, or more than 70 billion 
barrels. Yu, who is chief engineer in the 
Tarim Petroleum Exploration and Deve- 
lopment Bureau, adds that the basin also 
holds natural gas equivalent to 8 billion 
tonnes of oil. 

These are the sort of numbers that in- 
spire oil officials to speak of the region as 
"China's Saudi Arabia." Too bad such talk 
is mainly wishful thinking. The Saudis’ 
proven reserves of 35 billion tonnes dwarf 
China's 3.5 billion. And Yu's estimate of 
geological reserves, even if accurate, far 
exceeds what could actually be recovered. 
Even 5%, in the highly fractured geology 
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. But the Tarim is far from being un- 
important. Even 5% recovery would 
broadly. equal the 3.5 billion recover- 
able barrels that were originally found 
in the North Sea. Thus the excitement 
that ran through the international oil 
industry in February, when state oil 
company China National Petroleum 
Corp. (CNPC) opened a huge tract of 
the Tarim for exploration and develop- 
ment by foreign companies. Bidding 
began in April and will conclude in 
October. Despite doubts over the pros- 
pects for the 72,000-square-kilometre 
zone allotted to foreigners, many of the 
world’s major oil companies want a 
iece of the action. 
some, the effort to develop the 
im recalls the “glory” days of the 
1960s, when the Daqing fields of north- 
eastern China yielded oil far beyond 
the expectations of even Chinese 
geologists. “We fervently hope we can 
achieve the same kinds of results here,” 
says Wang Zhaoming, deputy chief geolo- 
gist of the Tarim petroleum bureau. 

That is a tall order. Daqing today sup- 
plies fully 40% of China's annual output, 
142 million tonnes. But its oil was easier to 
get to. Matching its output in Xinjiang will 
take decades, if ever. Yet given the disap- 
pointing results from 15 years of explora- 
tion in offshore waters, the Tarim is Chi- 
na's best bet to maintain oil independence. 

While the admission of foreigners 
marks a major departure from the self- 
reliance that has characterised China’s oil 
industry, developing the Tarim will remain 
largely a Chinese enterprise; Peking is 
limiting foreign concerns to the Tarim’s 
most remote and least promising area. 
More than 30,000 Chinese workers have 
been thrown into the battle. Half are or- 
ganised into 45 drilling teams and 27 seis- 
mic crews, while the rest are engaged in 
road-building and other support functions. 

The most expensive part of the project 
will be the pipeline that will be needed to 
transport the oil eastwards, once it starts 
flowing in large quantities. Foreign oilmen 
estimate the pipeline will cost US$10-12 
billion to build. Chinese officials concede it 










may cost as much as US$9 billion, after 


long insisting that it could be done for far 
less. 

Presently, Xinjiang’s oil must be carried 
by rail. The region produced 8.8 million 
tonnes last year, a mere 6% of China’s out- 
put. Some 7.3 million tonnes came from 
the long-established Karamay fields in the 
north. Another 600,000 tonnes were pro- 
duced in the Turfan-Hami Basin, another 
newly developed area, in eastern Xinjiang. 
Only 900,000 tonnes came from the Tarim 
itself, and all of that was from the Lunnan 
field. Discovered four years ago, the field 
has already reached its peak production 
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level of 1 million tonnes a year (see map). 

But even these small loads are pushing 
rail capacity to breaking point. A Rmb 5 
billion (US$877 million) project to upgrade 
the route to double tracks over the next 
two years will help, but — if the Tarim's 
reserves prove as large as some predict — 
not for long. 

Rail, in any case, is an expensive way to 
move large quantities of oil. Dai Shiyin, the 
Peking-based director of CNPC's interna- 
tional bureau, says the company is still in 
the midst of a feasibility study, "but our 
plan is clear: we will build a pipeline to 
Luoyang." Luoyang is a major refining cen- 
tre in Henan province, where the Tarim's 
crude will be processed. 
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But who will pay for the pipeline? Bai | 


says CNPC intends to foot the bill itself, us- 
ing bank loans and internally generated 
funds, though some foreign oil firms have 


China 


Se SE 


-2000 


SEAIN S 


1995 


FAR FASTFRN FOCONOMIC REVIEW 





ONDHO GENIH 





expressed interest in investing in the 
project as well. 

A Western oil official based in Pe- 
king reckons there would have to be 
3.5 billion barrels of recoverable oil in 
the Tarim to make the pipeline eco- 
nomically feasible. In Korla, chief en- 
gineer Yu says the pipeline will be 
needed when Tarim's output reaches. 
10 million tonnes a year, a target he 
expects to reach by 1997. (Oil from the 
Lunnan field currently moves through 
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Korla) | 

The Tarim Basin's oil promise has 
long been recognised. China's oil in- 
dustry had its origins in Xinjiang, 
which was first explored for oil in the 
early 1950s. Then, the search was con- 
fined mostly to the desert's edges. "In 
those days, all our work was done 
from camel-back, and our crews 
would go for weeks at a time without 
being able to communicate with head- 
quarters," recalls Bai. 

Even so, early prospectors man- 
aged to find oil at Yigikelike, near Kuqa, in 
1958. The next strike came almost 20 years 
later, at Kekeya in the basin's southwest. 
But in the meantime, China's oil focus had 
shifted to Daqing and other eastern fields, 
leaving few resources to spare. 

Today, with eastern output peaking, in- 
terest — and money — has returned to the 
Tarim. And as the area's geology becomes 
better understood, it becomes all the more 
alluring. David Fridley, an energy special- 












ist with Hawaii's East-West Centre, calls = 
the Tarim one of the world's biggest and 


least explored inland sedimentary basins. 
More important, he says, it abounds in for- 
mations suitable for trapping oil. 

The real turning point came last Octo- 
ber, when a drilling team struck oil at Taz- 
hong, the basin's centre. The discovery 
prompted Chinese geologists to sharply 
upgrade their estimates for how much oil 
might be found in the Tarim. The structure 
from which the Tazhong oil flows is 
thought to be three times the size of 
Daging. Geologist Wang Zhaoming says 
Tazhong’s proven reserves already total 


- 100 million tonnes — a very big field by 


international standards. 

This was enough to convince the State 
Council, Peking’s cabinet, to endorse crash- 
development plans. Previously, Premier Li 
Peng and CNPC president Wang Tao had 
insisted on a cautious, incremental ap- 
proach, requiring new finds to justify addi- 
tional spending. E 

But even the Tazhong field will not live _ 
up to the immense hopes China places on `- 
the Tarim Basin. The problem is illustrated | 
by the Lunnan field, the only Tarim reser- 
voir in commercial production. Once out- 
put starts to decline in two or three years, 
production will become more expensive, 
doubling extraction costs from the current 
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a small-bore pipeline to the railhead at. 
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Rmb 400 a tonne. 

Yu and others nevertheless remain con- 
fident. “There are still huge areas where 
we've barely begun exploring, and we've 
already found other extremely promising 
fields," he says. Some of these are in the 
Tazhong area, where drilling teams have 
sunk 12 additional exploration wells. Sen- 
ior engineer Zhou Guolong says one, 
dubbed Tazhong 10, produced 400 tonnes 
of oil a day. This suggests a significant find, 
though extensive work remains to deter- 
mine its full size. 

Another promising find is the Donghe- 
tang field, 70 km west of Lunnan. The first 
well was completed in mid-1990. So far 
three reservoirs have been identified, says 
Zhou, though the oil-bearing layers are at 
an extremely deep 5,700 metres. Other 
identified fields include Santamu, just 
south of Lunnan. Discovered in early 1990, 
it had an initial flow of 250 tonnes a day 
from a layer 4,200 m deep. 

These great depths will add to costs of 
extracting the Tarim's oil. Yu says it costs 
Rmb 35 million to drill a single well of 
5,000 m. This would put total drilling costs 
alone so far at Rmb 2.8 billion. 

Yu adds that the Tarim bureau is spend- 
ing about Rmb 2 billion a year. About Rmb 
450 million comes from CNPC, and a simi- 
lar amount from oil sales, as Peking buys 
the oil at international prices, rather than 
China's low, subsidised price. The remain- 
der comes from a US$1.2 billion loan by 
the People's Bank of China, concluded last 
year. a 


Men at 
Work 


They're China's modern-day, hi-tech, 
migrant labourers: the drilling crews 
and seismic teams that roam from place 
to place in search of work. As output in 
China's eastern oil fields plateaus, many 
end up in Xinjiang. 

In this quasi-capitalistic labour mar- 
ket, administrators play crew against 
crew to get the deepest hole for the low- 
est cost. Even so, oil men are paid 
princely wages, by Chinese standards, of 
up to Rmb 2,000 (US$350) a month. 
There are big bonuses for finishing a job 
early — but no job security. 

“If I want you for just three months, 
there's no need to keep you all year 
round," says Tang Shirong, vice-presi- 
dent of the Turfan-Hami (Tuha) Petro- 
leum Bureau. "And if you don't do the 
job, then you're fired." 

When China's oil industry took off in 
the 1960s, the preferred approach was to 
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Desert Mysteries 


Cost questions face foreigners eyeing the Tarim 





By Carl Goldstein in Korla and Peking 


erhaps it's just the difference be- 

tween the cautious bureaucrat and 

the blunt field engineer, but the 
divergent views of Bai Shiyin and Yu Xin- 
yong may give foreign oil men pause for 
thought. 

The question is how much oil is to be 
found in the tract of the Tarim Basin that 
was released in February for foreign explo- 
ration. Bai, sitting in his Peking office, 
waxes positive. "This is an extremely pro- 
spective area," says the executive of state 
oil firm CNPC. "We think foreign com- 
panies will be able to do very well there." 





But in Korla, a dusty polyglot town of 


Mongols, Uygurs and Han Chinese nearer 
to the fields, engineer Yu is less sanguine. 
"We think the likelihood of finding any oil 
in that area is very low,” says the head of 
the Tarim Petroleum Bureau, repeating 
himself to ensure his rough Shandong 
accent is understood. 





Their wages are high but there's no job security. 


settle workers in new cities built near the 
oil fields. The result is company towns 
like Dongying in Shandong, with 1.6 mil- 
lion people. Even in Xinjiang, 90% of 
adults in Karamay — population 200,000 
— work for the Xinjiang Petroleum Bu- 
reau. 

Building such settlements in the 
Taklimakan Desert would be virtually 
impossible. Instead, the Tarim Petroleum 
Bureau takes competitive bids for jobs, 
from drilling exploration wells to build- 
ing roads to serving staff meals. 

Some things don't change, though. At 
the Tiergun 102 drilling rig, on the north- 
ern edge of the desert, the first person to 
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The men's conflicting views hint at the 
policy battles that preceded the decision to 
let foreign companies operate in a 72,000- 
square-kilometre area of the Tarim. The 
move did not sit well with the country's 
oil industry, long a redoubt of Maoist self- 
reliance bolstered by pride that China has 
become one of the world's largest oil pro- 
ducers. Yu makes it clear the decision was 
Peking's alone: "We had nothing to do 
with it." 

But his industry might have seen it 
coming. With one economic sector after 
another opening to foreign investors, on- 
shore oil development stood out as an ex- 
ception. Eventually, the economic and po- 
litical pressures became too great to resist. 
There may have been a deal, however, be- 
tween competing interests: let the foreign- 
ers in, but give them the least desirable 
tracts. 

That does not necessarily mean there is 
no oil in the five blocks on offer. But they 
are located in the southeast corner of the 
basin — the most inaccessible 
part of an already remote re- 
gion. Prospecting by Chinese 
seismic teams within the blocks 
has been limited to "shooting" 


greet a visitor is Liang Jie, 
secretary of the team's 
Communist Party branch. 
He is the overall team 
leader, too. 

The 86-strong team lives 
in a huddle of prefabricated 
dwellings that sits like an is- 
land in the flat, bleak ter- 
rain. The only landmark is 


the clanking, rumbling rig, 
looming 60 metres over- 
head. Fifty or more trailers, each the size 
of a shipping container, may be linked 
together to provide sleeping quarters — 
eight beds to a room — a dining hall and 
a recreation room, where off-duty work- 
ers watch Hongkong's StarTV. Life con- 
sists of 12-hour shifts for three months at 
a time. Then, home to the family for two 
months. 

Tough work? “Actually, the condi- 
tions here are better than what we've got 
at our home base" in Shandong, says Shu 
Shiling, a deputy team leader. “Air-con- 
ditioning, satellite television, long breaks 
at home — it's not so bad." 

8 Car! Goldstein 
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north-south seismic lines at 15-25 kilome- 
tre intervals. 

The Chinese have, however, done a 
great deal of work in areas surrounding 
the blocks, and foreign oil men by and 
large respect their technical ability. More- 
over, heavily explored areas can yield un- 
expected finds when someone takes a fresh 
look at old data. Yet it would seem to re- 
quire a fairly optimistic outlook to think 
that Yu is dead wrong. 

A handful of companies have paid up 
to US$1.4 million each for the Chinese data, 
and many more will undoubtedly follow. 
"By the time the bidding period ends in 
October, 1 don't think there will be any 
blocks left unclaimed," says a Peking-based 
Western oil executive whose company has 
bought the data. 

Competitive pressures, and fears of 


| missing out on something big, may be 





enough to seduce reluctant firms. In addi- 
tion, many believe that a disappointing 
first phase of foreign exploration would 
pressure China to open further areas. If so, 
the early birds would be best placed to get 
the new worm. 

Some suggest the Tarim's harsh operat- 
ing conditions may dissuade some foreign 
companies. In fact, most are accustomed to 
working in extreme conditions, whether 


On the Rocks 


Oil still bubbles to the surface at the 
place the local Uygurs long ago named 
“black oil mountain," or Karamay. Ac- 
tually, it is more a low ridge than a 
mountain, but set against the stony flats 
of the Gobi desert it must have seemed 
like one. 

This was the birthplace of China's 
oil industry. Chinese engineers started 
drilling here in the early 1950s, and by 
1957 Karamay supplied 1.4 million 
tonnes a day, a quarter of nationwide 
demand. 

This year Karamay 
will produce 8 million 
tonnes, making it the 
country's fourth-largest 
oil field. But in a sense 
the industry has passed 
Karamay by. The bulk of 
China's output comes 
from the big fields far to 
the east, in Heilongjiang 
and Shandong. And 
China's main hope for 
the future — the Tarim 
Basin — lies almost 
1,000 kilometres to the 
south. 


Alaska's North Slope, the deserts of Saud 
Arabia, or the jungles of Borneo. A 2,700 
km drive through Xinjiang's oil-producing 
regions reveals some rugged country, bu 
little that would scare an oil crew away 
Even operating costs can be contained if 
as expected, foreign companies lease drill 
ing rigs, pumps and transport from the 
Chinese. 

Another way to cut costs will be join 
exploration and development, a commor 
practice in other parts of the world. Al 
ready British Petroleum has formed a con 
sortium with Nippon Oil and trading com 
panies Itochu and Mitsubishi, all of Japan 
BP holds 65%, Nippon Oil 15% and the 
other two 10% each. They will share cost: 
and any profits in the same proportions 
US firms Exxon, Chevron and Mobil mak 
up another group. 

A more serious bar than cost or difficul 
conditions, however, is Xinjiang's sheei 
distance from its markets. Until the ques 
tions about a future oil pipeline are an 
swered, it will be difficult to assess the 
blocks' economic feasibility. Will the pipe 
line be completed in time? And if Peking 
builds it alone, how much will it charge 
foreign companies to use it? 

Another imponderable is what kind o 
contract terms CNPC will offer. In February 


put. “It will be difficult to maintain the 
level of this year's production," says Li 
Xiaonan, chief of the reservoir engineer- 
ing department for the Xinjiang Petro- 
leum Bureau. Output in 1994 may drop 
as low as 7.6 million, she says. 

More than pride is at stake. CNPC, the 
bureau's parent organisation, has set e 
quota of 7.6 million tonnes a year. Any 
production above that level may be sold 
at international prices, or around Rmt 
1,000 (US$175) a tonne. Everything else 


must be sold to CNPC or other state enti- 





Karamay's oil work- — EMEN - € | == 
ers battle to keep up out- Karamay has now been overtaken by rivals in the east. 
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CNPC president Wang Tao said a model 
contract would be available by the end of 
May. While the schedule has apparently 
slipped, observers expect a model soon. It 
is expected to detail how production will 
be shared, the length of the exploration 
period, tax conditions, and the terms under 
which foreigners may relinquish blocks 
that prove disappointing. 

But foreign oil companies are not wait- 
ing for the Tarim’s opening to carve them- 
selves a role. 

Halliburton, a Dallas-based oil-services 
firm, has been working in China — includ- 
ing Xinjiang — analysing CNPC's seismic 
data. Its persistence paid off this year when 


it formed an oil-services joint venture with | 
_ for what Japanese are drinking. 


the state oil company, giving it a good 
chance to cash in on the expected influx of 
foreign oil companies. US oil giant Exxon 
signed a similar but more-limited agree- 
ment late last year. 

Elsewhere, Japan National Oil Co. 
signed a deal with the Xinjiang Petroleum 
Bureau in 1991 to carry out seismic sur- 
veys over a 30,000-square-km area in the 
southwestern Tarim. The Japanese concern 


expects to spend US$61 million on the sur- | 
vey programme. This will take more than | 


four years to complete, and the two sides 
will share the data. E 


ties at Rmb 519 a tonne, barely more 
than production costs. 

Another concern is the fact that an 
increasing proportion of output is so- 
called heavy crude, requiring high-pres- 
sure steam injection to drive it out of 
the ground. Indeed, much of the area 
around Karamay is a maze of pipelines, 
some carrying oil, more carrying steam. 
Thousands of wells are visible, some of 
the older ones clad in small white sheds 
to protect them from the bitter winter 
temperatures. 

The ageing equipment symbolises 
the Xinjiang Petroleum Bureau's strug- 
gle for money. Officials are pinning 
heir hopes on a deregulation of crude- 
vil prices that central government offi- 
ïals say will come within two years. 
‘We don’t have sufficient financial 
trength to conduct adequate explora- 
ion work,” says Wang Zhongxin, an 
conomist with the petroleum bureau. 

Karamay is set in the Junggar Basin, 
n area of 130,000 square kilometres, 
nly a fraction of which has been ex- 
'lored. Oil industry officials reckon the 
asin holds 10 billion tonnes of crude, 
aatching Tarim to the south. But there 
eems to be a strong speculative ele- 
vent in the estimate. Peking, for its part, 
refers to place its hopes on the Tarim, 
'aving Karamay mainly to its own de- 
ices. m Carl Goldstein 
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| By Louise do Rosario in Tokyo 


_ market chain, is trying to speed 


COMMODITIES 


Sweet Taste of Success 


Price drop bolsters orange-juice sales in Japan 





eats rice and miso, a salty soup made 
of soyabean paste. As with many 
Japanese, a Western-style breakfast is out 
of the question for the assistant general 
manager of trading company Nissho Iwai. 
But times are slowly changing — at least 


[- ach morning, Minoru Yamaguchi 


More Japanese are enjoying orange juice 


| at breakfast than ever before, thanks to a 


sharp drop in prices resulting 
from the removal of import 
quotas on orange-juice concen- 
trate in April 1992. "Older peo- 
ple like me like miso,” 
Yamaguchi says, "but 10 years 
from now, Japanese of all age 
groups may prefer orange juice 
in the morning." 

Daiei, Japan's largest super- 


up the transition. "Consumers 
had the idea that fruit juice was 
expensive," a spokesman says. 
“We want to make orange juice as com- 
mon à drink as milk." 

The response of Japanese consumers 


_ towards orange juice is being seen as a test 


of how other agricultural imports, espe- 
cially rice, would be accepted if Tokyo 
abolished more import barriers. US and 
European trade negotiators have long ar- 
gued that Japanese would buy a signifi- 
cant amount of foreign foodstuffs if they 
were sold at competitive prices. 

This has been true for some items such 
as beef but not for others such as grape- 
fruit. As a result, orange-juice purveyors 
in Japan are worried that cheap prices 
may not be enough to keep up the sales 
momentum of a product that is not tradi- 
tionally popular. The Daiei spokesman 
points out that “customers will not choose 
to buy orange juice simply because it's 
cheap. We must take care not to make it 
too sweet." 

In the past year, orange-juice prices 
have plunged to Y170-200 (US$1.52-1.79) a 
litre from about X300, and inroads into the 


, buying habits of conservative Japanese 


consumers have been made. In 1992, Japan 
imported 56,000 kilograms of orange-juice 
concentrate, mostly from Brazil and the US. 
This was five times the 1987 level. Con- 
sumption of orange juice is expected to 
grow substantially this year. 

Daiei has been a leader in lowering the 
price of orange juice. One month before the 
liberalisation of orange-concentrate im- 
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ports took effect, the company slashed its 
price of orange juice 34% to ¥198 a litre. 
Daiei wanted tg get 8 leg up on the com- 
petition, and it has not looked back. The 
supermarket chain, which imports orange- 
juice concentrate directly to keep down 
prices, has revised its initial forecast of or- 
ange-juice sales for this year to ¥1 billion 
from Y200 million. 

Analysts say Japanese consumers are 
beginning to respond to advertising in 
which orange juice is being promoted as 





An orange-juice storage station in Aichi prefecture. 


an inexpensive health drink. In one adver- 
tising campaign, a group of importers has 
taken the alleged benefits of orange juice a 
step farther by saying the drink embodies 
"the wisdom of the sun." 

And now that orange juice has entered 
the domain of the average Japanese con- 
sumer, brightly coloured cartons of the 
beverage are displayed prominently in su- 
permarkets that once rarely stocked any 
kind of fruit drinks. Women's magazines 
are also printing recipes using orange 
juice. 

The market for orange juice is so prom- 
ising that almost everyone is jumping on 
the bandwagon. Some beer and milk com- 
panies that are also in the juice business — 
such as Asahi Breweries and Snow Brand 
Milk Products — have begun to expand 
their production of orange juice. Even farm 
cooperatives, once opponents of imports, 
have begun producing a drink made from 
orange-juice concentrate and the juice from 
mikan, or mandarin oranges. 

Meanwhile, trading companies such as 
Sumitomo, Itochu, Mitsubishi and Nissho 
Iwai are teaming up with Brazilian pro- 
ducers of orange-juice concentrate to find 
out the right degree of sweetness that ap- 
peals to Japanese. With good reason, too. 

Most Japanese still say they prefer 
mikan, which has a more acidic taste. “I 
don't really like oranges," says Yoshihide 
Uchia, a research manager at Sumitomo. 
"Mikan are more delicious." Li 
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In Capitalist Clothes 


Vietnamese entrepreneurs discover profit in Russia 


By Jeffrey Lilley in Moscow 


inaco Trading Centre, on 
V the western outskirts of 

Moscow, looks like just an- 
other shabby building. But the 
dimly lit corridors in the eight-sto- 
rey structure bustle with all the 
activity of a Ho Chi Minh City 
market. 

Business is brisk. Vietnamese 
women, carrying heavy bags of 
jeans and jean skirts on their backs, 
scurry down stairwells littered 
with paper-band packaging. In the 
former dormitory's large rooms, 
Vietnamese wholesale merchants 
feed into cash registers crisp 
US$100 bills obtained from 
blackmarket money-changers. 
There are mom-and-pop Vietnam- 
ese restaurants and a travel agency 
as well. 

Vinaco Trading Centre is the largest of 
several wholesale clothing-distribution 
centres in Moscow. A Russian-Vietnamese 
joint venture of the same name manages 
the building, which is leased from the Mos- 
cow municipal government, and rents the 
shops to the merchants. About 2 million 
pairs of jeans are sold each month by the 
several hundred merchants at the centre, 
which opened its doors for business in May 
1992. 

"The quality of the clothing is not so 
good," admits Tran Duc Phu, who started 
reselling merchandise smuggled from 
Vietnam in 1989 after he graduated from a 
Moscow textile institute. "But the Russian 
buyer is not so picky, and the market is 
hungry." 

The apparel merchants are part of the 
burgeoning private-sector trade, much of it 
illegal, between Russian and Vietnamese 
entrepreneurs. Officials at the Russian Min- 
istry of Foreign Economic Relations esti- 
mate the current annual value of this grow- 
ing business at US$300 million, a level 
equal to the official trade between Russia 
and Vietnam. 

“There is a lot of re-export going on,” 
says Lev Antoschenkov of the ministry's 
Asia-Pacific Department. “By the end of 
1993, unofficial trade, given the activity of 
joint ventures and new commercial struc- 
tures, will exceed inter-governmental 
trade.” 

The going rate for a regular pair of jeans 
at the Vinaco Trading Centre is Rbl 2-3,000 
(US$2-3). A pair of counterfeit Levi's can 
fetch up to Rbl 4,000. A merchant at the 





Somewhe 





centre can easily earn up to US$40-50,000 a 
year. 

The potential for such earnings is the 
main reason why 50-100,000 Vietnamese 
residing in Russia are Vietnam's largest 
non-refugee community outside the South- 
east Asian country, says Irina Zeissman, 
director of Radio Irina, a Vietnamese-lan- 
guage radio station in Moscow. In early 
1992, Zeissman thought up the idea of a 
wholesale-apparel centre as a way to gen- 
erate financing for her radio station. 
Zeissman initially had a stake in the joint 
venture that operates Vinaco Trading Cen- 
tre, but she sold it late last year. 

A large proportion of the Vietnamese in 
Russia absconded from low-paying facto- 
ries that hired them as guest workers in 
the 1980s, or are former students. But many 
Vietnamese looking for opportunities have 
poured into Russia since the collapse of the 
Soviet Union. Of this latter group, "most 
are here illegally," Zeissman says, "and vir- 
tually all are engaged in some kind of busi- 
ness." 

The attraction of huge earnings is even 
a lure for former Vietnamese officials. A 
year after quitting his job at the Vietnam- 
ese Embassy in Poland, Dung Viet Bai is 
running a profitable apparel business at 
Vinaco Trading Centre. A former lieuten- 
ant in the economic-crime division of the 
Vietnamese militia, Dung is now arrang- 
ing deals with the types of people he once 
investigated. 

Vietnamese apparel wholesalers get 
their clothing — made mostly in Vietnam 
and Thailand — from middlemen in Po- 
land and Belarus. At a time when economic 
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re in Moscow, a Vietnamese trader counts his profit. 


collapse has disrupted traditional supp! 
links in the former Soviet republics, the 
encounter relatively few problems i 
smuggling their goods into Russia an 
reselling them, mostly to Vietnamese r 
tailers. 

“It’s well organised, but not hone 
work, conducted through bribe 
and personal contacts stemmir 
from the communist system 
Zeissman says. 

Transactions at Vinaco Tradir 
Centre and other clothing-distribi 
tion centres in Moscow are kept i 
secret as possible. Business is dor 
in cash, and contracts or receip 
are not exchanged. 

Shipments from Poland an 
Belarus arrive at Vinaco Tradir 
Centre several times a day. Bord: 
entry points are loosely monitore 
a Vietnamese merchant says, an 
customs duties are rarely levie 
More often than not, bribes | 
guards take care of the occasion 
inspections, he says, and pay-of 
to local crime syndicates usual 
help ensure safe passage of tł 
merchandise to Moscow. 

Nonetheless, in the past thre 
months, trucks transporting merchandi: 
to the centre have been increasing] 
stopped by the authorities and ordered | 
pay customs duties. Russian officials se 
they hope that surprise inspections wi 
prompt Vietnamese traders to register wil 
the government and tax authorities. 

Other problems exist, too. Althoug 
Vietnamese command a dominant positic 
in Russia's clothing sector, their business 
beginning to taper off after several years : 
200-3009» profit margins. The more rigi 
enforcement of customs regulations is al: 
eroding cost advantages. 

Moreover, with Russia's workforce fa 
ing severe lay-offs in the near future, Vic 
namese labour, the backbone of the illic 
trade, is no longer needed. From a high : 
65,000 in 1989, the number of these wor 
ers is down to 16,000. It is expected to g 
much smaller long before the last gue 
workers have leave Russia in 1995, whe 
their contracts expire. 

For now, though, entrepreneurial ear 
ings can be considerable. The large volun 
of merchandising among the Vietname: 
in Russia has even bred a powerful coter 
of wealthy businessmen that is branchir 
out into mainstream operations such as ai 
craft leasing and transportation service 
Others among this elite are looking in! 
buying seats on Russia's commodity e 
changes. 

"Every businessman strives for a bigg 
profit," says Dung, the former officer in tl 
Vietnamese militia. “The more the better. 
came to Russia to make US dollars, becau: 
with dollars I can buy anything ans 
where." 
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Muslim Brothers 


Malaysia uses Islamic solidarity to bolster Mideast ties 


By Doug Tsyruoke-in-Kuala Lumpur — 


e levi ision image from Teheran 
i that flashed acress Malaysia's late- 
‘aight news,on 5 April was hard to 
miss Pressed in a@apper Western suit that 
contrasted withthe tightly buttoned Ira- 
en ministers seated next to him was the 
fami. iar figure of Prime finister Datuk 
Seri eee Seng Prime ag 

Máħathir— who hails.from a predomi- 
nantly Islamic cóüntry — was in Iran to 
witness the. signing - pf one of the biggest 
business contracts ever won by a Southeast 
Asian company in the Persian Gulf. Ekran, 
a Malaysian housing company run by 
Sarawak timber tycoon Datuk Ting Pek 
Khiing, had secured an estimated M$10 
billion (US$3.9 billion) in hotel, construc- 
tion, factory and projects centred on Iran's 
1,000-hectare Qeshm Island Free Trade 
Zone. Although Iran prefers to do business 
with fellow Muslims, Ting's Chinese an- 
cestry was no problem: his partner in the 
venture is Tun Daim Zainuddin, a Malay- 
sian ex-finance minister of Indian-Muslim 
extraction. 

“Right now the value of [trade] between 
Malaysia and the Middle East is next to 
nothing. But it will total billions of ringgit 
in times to come," promises Ekran's Ting. 
“We have already started work in Iran — 
the first hotel will be ready by September." 

Although Malaysia is a small country, 
such ties could be significant. More 
than any other East Asian nation, 
Malaysia is capitalising on its Islamic 
links in the hope of becoming a major 
force in Middle Eastern markets. 
Moreover, it could become a catalyst 
for a return to the region by Japanese 
companies, whose business ties with 
Malaysia make it a natural middle 
man. 

One of the few new players to sur- 
face in the Middle East since the Gulf 
War, Malaysia has set itself a bold tar- 
get of increasing its trade with the re- 
gion by 10-15% a year for the rest of 
the decade, two or three times faster 
than its overall trade is currently 
growing. ^We believe this is achiev- 
able," says Deputy International 
Trade and Industry Minister Chua Jui 
Meng. 

Japan, meanwhile, is the Middle 
East's big hope for foreign investment. 
But the giant Japanese trading and 
utility companies have become wary 
of investing in flashpoints like Iran. 
Teaming up with a pro-Muslim coun- 


try like Malaysia, analysts say, would give 
them a larger share of equity in joint 
projects and indirectly give them more con- 
trol over management and profits in these 
ventures. 

Ekran's huge deal is but the first of 
many Malaysian-backed projects planned 
not only in the Persian Gulf but also for the 
newly independent Muslim republics of 
Central Asia. These ventures — in con- 
struction, hotels, palm oil, communications 
and other fields — may be smaller in scope 
than the Ekran deal. But taken together 
they represent a significant foray for 
Asean's fourth-largest country. 

Among other Malaysian concerns 
pursuing projects in the region, Kuala 
Lumpur-based Technology Resources In- 
dustries plans to install a cellular-telecom- 
munications network on Qeshm Island. 
The project is expected to begin by the 
third quarter of 1993 and will cost US$80 
million. Technology Resources will hold 
40% of the joint venture, initially capital- 
ised at USS2 million, and Iran's Qeshm 
Free Trade Authority will hold 60% 

Elsewhere, Malaysia's Roslan Baba Ar- 
chitect and the Iran Mines Export Develop- 
ment Co. are exploring the possibility of 
exporting Iranian marble and granite for 
processing in Malaysia. The Sime Darby 
group has set up an Egyptian refinery to 
process and sell Malaysian palm oil in the 
Middle East. Other Malaysian concerns 





Malaysian palm oil is winning new markets in Iran. 
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plan to set up palm oil bulking facilities i 
Turkey and Iran, and the Malaysian Gov 
ernment recently authorised credit facilitic 
totalling more than US$100 million t 
Egypt, Iran and Iraq to buy Malaysia 
palm oil. 

All these projects are part of a Midd! 
East business campaign launched by Mi 
hathir this spring, when he visited bot 
Iran and Muslim Uzbekistan, which he 
the largest population of the Central Asia 
republics. Mahathir says bilateral accorc 
concluded in April will increase Malaysia 
trade with Iran by M$200 million in 199: 
94. Malaysia's state oil company, Petrona 
sent surveyors to Uzbekistan last year ! 
assess the viability of oil and gas explor; 
tion. 

Iran, which is offering to sell arms ! 
Kuala Lumpur, is not the only Middle Ea 
country with whom Malaysia's trade 
surging. Malaysia's exports to Saudi Ar 
bia, its largest trading partner in the r 
gion, doubled to M$678 million in 1988-9 
Bilateral trade with Saudi Arabia totalle 
M$1.2 billion last year, followed by tl 
United Arab Emirates, at M$702 millio 
Malaysia's exports to the Middle East ove 
all grew by 85% in 1988-92 and by 15% : 
1992 alone to M$2.8 billion. 

Malaysian companies have receive 
more than M$40 million in orders f 
manufactured goods and building mater 
als from Kuwait — largely as a token í 
appreciation for Malaysia's condemnatic 
of the 1990 Iraqi invasion. Malaysia al: 
has links to the "radical" Arab state 
Libyan Foreign Minister Omar Mustafa A 
Muntasir said on 30 April that his count 
is considering withdrawing its investmen 
in Europe and investing in Malaysia. 
Foreign analysts say this Middle Ea 

trade is but a drop in the bucket, a 
counting for only 1.8% of Malaysia 
overall trade, which totalled M$1* 
billion in 1992. Malaysia's share of tl 
US$126 billion in goods that Midd 
East countries imported from a 
sources in 1990 (the latest year fi 
which figures are available) was 
mere 0.66%. 

But several factors suggest Mala 
sia's trade with the region will sur; 
in years to come. For one thing, M 
laysia — which has never recognise 
the state of Israel — is relying heavi 
on its behind-the-scenes contacts wil 
friendly Muslim nations in order | 
make up in political goodwill what 
lacks in economies of scale and ge 
graphical proximity to the Midd 
East. 

That goodwill is borne partly : 
Malaysia's historical links with the r 
gion. For centuries a crossroads of tl 
Islamic spice trade, Malaysia ows 
much of its Muslim culture to contac 
with Arab traders. ^Malaysia's Islam 
credentials give it a definite advai 
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age," argues University of Malaya history 
orofessor Lee Kam Hing. 

Datuk Ismail Ibrahim, director-general 
f the Institute of Islamic Understanding, a 

eading Muslim think-tank in Kuala 
-umpur, believes ideology, as much as 
'usiness, explains Mahathir's approach to 
he Middle East. The prime minister be- 
leves Malaysia — now in the fifth year of 
ts longest expansion ever — is well-posi- 
ioned to offer fellow Muslim nations 
weeded assistance. Iran, for instance, is 
cen on securing Malaysian expertise, es- 
»ecially in hotel building, ahead of a major 
Non-Aligned Movement conference sche- 
luled for Teheran in 1995. 

For the Japanese, Malaysia's recent suc- 
ess in Iran represents the first real oppor- 
unity to boost investment in "radical" Is- 
amic states since the giant trading house 
Mitsui lost billions of yen when a joint pet- 
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ochemical plant at Bandar Khomeini was 
lamaged during the Iran-Iraq War. 

While Japan's aggregate exports to Iran, 
raq, Kuwait and Saudi Arabia remain 
trong — rising from US$6.8 billion in 1991 
o US$8.3 billion in 1992 — its direct in- 
estment in the four countries has been 
potty. The figure was US$9 million in 
988, but fell to US$1 million or less annu- 
lly in 1989, 1990 and 1991, according to 
okyo's Ministry of Finance. 

The Japanese complain that Mideast 
overnments limit Japanese firms' stakes 
1 petrochemical and construction projects 
> levels disproportionately small to the 
isk assumed. But the Malaysians are al- 
zady resolving these objections. A source 
lose to Malaysia's cabinet says Mahathir 
as already asked key Japanese players like 
fitsui to tie up with Ekran and assume a 
on's share of the funding for the Qeshm 
sland venture. In return, the Japanese — 
cluding one the nation's largest power 
tilities — are expected to receive larger 
quity shares in projects such as liquefied 
atural gas facilities. 

Brunei may be another beneficiary of 
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Malaysia's Middle East campaign. Malay- 
sia is expected to help strengthen financial 
contacts between some Persian Gulf states 
and the oil-rich kingdom. Although Iran's 
links to Brunei were well-developed before 
the 1979 revolution, Teheran's shift to Is- 
lamic fundamentalism and a purge of its 
Western-educated elite have undermined 
their once strong ties. 

This leaves Malaysia, which has strong 


relations with Brunei, as a major source of 


contacts for finance-starved, fundamental- 
ist Islamic states such as Iran. Sources close 
to Ekran say that this is one of the main 
reasons the Iranians approached Malaysia 
for the Qeshm Island venture. 

Malaysia's reputation in the region is 
another ‘strength. As a former European 
colony which has nearly achieved industr- 
ialised status, it is seen by many Middle 
Eastern countries as a “model” for deve- 
lopment. That it has done so as a predomi- 
nantly Muslim yet polyglot society fasci- 
nates even tiny emirates like Oman — 
whose Sultan Qaboos has adopted a “Look 
East” strategy that draws inspiration from 
the dynamic economies of Southeast Asia. 

But Malaysia has also been more ag- 
gressive in Middle East markets than other 
Asean countries. Although Thailand and 


the Philippines are major suppliers of mi- 


grant workers to countries like Saudi Ara- 


bia, Malaysia is the only Asean nation mak- | 


ing sophisticated investments. More than 
70% of Malaysia’s exports to the Middle 
East, moreover, comprises manufactured 
goods such as plastic foils, veneer and ply- 
wood and refined palm oil. 

Indonesia, the world’s largest Islamic 
nation, also has considerable trade ties with 
the region, but largely in exports of unfin- 
ished materials. That it has not taken a 
higher profile in the Middle East reflects 
the largely secular leadership of President 
Suharto, who has ruled since 1968. Most of 
Indonesia’s trade is with the US, Japan and 
the Asia-Pacific region. 

Brunei has ties to many of the richer 
Arab states, but has little manufacturing or 
service technology to offer. Singapore has 
a presence as an arms exporter and trans- 
shipment point for goods headed to Alex- 
andria and Bahrain. But because of its non- 
Muslim status, it was recently denied en- 
try to the influential, Jeddah-based Inter- 
national Islamic Chamber of Commerce. 
Malaysia was accepted. | 

Membership will only enhance Malay- 
sia's growing Islamic ties, which are al- 
ready evident in the Bosnian Muslim refu- 
gees, Kazakh tourists and black-veiled Ira- 
nian women one sees among the Bangla- 
deshi labourers and Iraqi oil officials in 
Kuala Lumpur's streets. 

“The Muslim world has been awarded 
by God with tremendous resources . . yet 
there are no advanced Muslim countries," 
says Ismail. "Prime Minister Mahathir sees 
that this must be corrected." a 
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FINANCE 


The Squeeze Is On 


China has launched a credit crackdown 


hina’s economic boom has made 
Hongkong a mecca for capital-hun- 
gry delegations coming from as far 
as Heilongjiang in the north and Yunnan 
in the south. Like an army of travelling 
salesmen, they bring their projects — a 
power plant here, a night club there — to 
the colony in search of financial backers. 
“Everyone has been signing deals blind,” 
says a Hongkong-based lawyer. 

Now the day of reckoning is near. Pe- 
king has belatedly concluded that the deal- 
making frenzy is unsustainable, and is 
moving to constrain the growth of credit. 
The 15 May increase in interest rates is just 
the first step in a campaign to reduce infla- 
tion, currently running at an annual rate of 
17% in the cities. 

The time is past when a businessman 
could sign a deal in China and then start 
looking for finance. Projects are being post- 
poned or scaled down and property devel- 
opments discouraged. As the brakes are 
applied, the effects will be felt particularly 
in Hongkong, whose financial markets 
have been buoyed by massive flows of li- 
quidity from across the border. 

China has had three years of 30% an- 
nual money-supply growth, says John 
Greenwood, chairman and chief economist 
of GT Management in Hongkong. “The 
money is already out there, fuelling de- 
mand for everything.” To slow aggregate 
demand, Greenwood predicts, there will be 
several more increases in official interest 
rates in China. This will be accompanied 
by direct controls on imports and severe 
restrictions on bank lending. In addition, 
Peking will impose guidelines on credit al- 
location, he says. 

No senior official in Peking dared to 
speak out about the dangers of overheat- 
ing for fear of contradicting the official line, 
until the past few weeks. The top economic 
policymaker, Executive Vice Premier Zhu 
Rongji, said recently that “signs of eco- 
nomic overheating have surfaced in certain 
regions and areas.” And President Jiang 
Zemin reportedly told senior members of 
the Communist Party that “social and po- 
litical unrest may come about if we fail to 
bring the economy under control.” 

The economy is expected to grow by 
13% this year, the same as in 1992. Credit 
supply is estimated to have risen by 90% 
in the first quarter of 1993 over the same 
period the previous year. Capital construc- 
tion, much of it in property, rose 70% in 
the first quarter. 





For several months, officials of the Peo- 
ple's Bank of China, the central bank, have 
been calling for tighter credit. Now, the 
warnings are no longer being ignored. The 
People's Bank, emboldened by the new 
political support it is receiving, has mus- 
tered the courage to resist pressure to lend 
to the state banks which are crying out for 
fresh funds. And the central bank is calling 
on its own provincial branches to resist 
demands for loans from the local authori- 
ties. 

The effects of the recent rise in interest 
rates and the new determination to adhere 
to strict credit allocations are unclear. This 
is because the Chinese economy is so dif- 
ferent now from what it was during the 
last credit crunch, in 1988. 

The government in Peking is less able 
this time to slow down the economy. Prov- 
inces are ignoring economic orders from 





the central government, and overall the 
state now accounts for less than half of the 
economy. By the same token, unofficial 
lenders are becoming an increasingly im- 
portant source of finance, while state banks 
continue to lend at government behest to 
the neediest state companies. 

All the state banks have nonbank sub- 
sidiaries which engage in leasing, securi- 
ties trading and property investment. Lo- 
cal authorities have their own nonbanks as 
well. Corporations, whether state-owned 
or private, have also discovered that lend- 
ing excess funds can often be more profit- 
able than their original core businesses. 
Similarly, newly listed corporations have 
found that they can garner more profits by 
lending the proceeds of their share offers 
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than by investing in new equipment. 


To attract funds, nonbanks offer deposi- 
tors rates that are 500 to 600 basis points 
higher than the 9.2% offered at state banks. 
This is one reason why state bank deposits 
fell in March for the first time in years. On 
the lending side, nonbanks charge rates 
varying from 20% to 35%, compared with 
9.4% at the state banks. Despite these high 
rates, the unofficial financial sector contin- 
ues to grow; it now accounts for 20-30% of 
total liquidity, according to stockbroker 
Kleinwort Benson. 

State banks are caught in a bind. They 
cannot lift their lending rates too far, be- 
cause the majority of state enterprises are 
debt-ridden and are already unable to pay 
interest on their loans. If interest rates were 
increased to reflect the true cost of money, 
as in the informal money market, the gov- 
ernment would either have to let many 
firms go under or increase subsidies to 
keep them afloat. 

Many regarded last month's increase in 
lending rates — from an average of 8.6% 
to 9.496 — as a symbolic but significant ges- 
ture, since rates had not been adjusted up- 
wards in more than two years. In the sec- 
ondary market for Chinese treasury bills, 
where interest levels are less controlled. 
yields have risen five percentage points tc 
11-13% in the past few months. 

Businessmen believe that the credit 
tightening will be felt most by the younger 
private companies, because the banks' pri- 
ority is to keep the state sector afloat. But 
the state banks' lending quotas have beer 
sharply reduced, and this may hit state en- 
terprises hard. The Peking branch of one 
state bank has been authorised to lend : 
mere Rmb 10 million (US$1.8 million) ir 
the second quarter of 1993, not enough tc 
finance a single significant property deal. 

The tightening seems to have caugh 
many borrowers unprepared. “State enter 
prises aren’t putting funds into their busi 
nesses; they are investing in other areas,’ 
says a Japanese banker based in Shanghai 
“Now, the funds situation is tight and they 
have no working capital.” 

As for private companies, they wil 
have to look further afield than the state 
banks. Foreign bankers report that their cli 
ents are unable to raise any renminbi loans 

In the property market, developers are 
now being forced to scramble for finance 
One such project is a big shopping anc 
entertainment complex under constructior 
in Peking. It needs finance for the remain 
ing half of the project and is having trouble 
raising the money, bankers say. 

“There is no debt finance around” fo 
property deals, says an executive in charg: 
of Asian operations for one direct-invest 
ment firm. “There are all these project: 
which can't go forward because they can’ 
raise debt." Developers have already in 
curred costs on their latest deals when let 
ters of credit arrive from the state banks 
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romising only a small fraction of the 
unds requested. 

Foreign joint ventures appear more re- 
ilient because they tend to have access to 
oreign exchange from offshore banks. But 
ne survey in December by the Canton city 
uthorities found that many foreign part- 
ers have received renminbi loans from 
lomestic banks, making them as vulner- 
ble to the tightening as local borrowers. 

The credit contraction is beginning to 
ampen the volume of trading in the for- 
ign-currency swap markets in Shanghai 
nd Shenzhen. In the latter's market, daily 
arnover has fallen from several million 
ollars to a mere US$100,000. 

One reason is the lack of domestic li- 
uidity. Another is an attempt by the au- 
»orities to prevent the swap rate from slid- 
ig to Rmb 10 to the US dollar from its 
urrent level of Rmb 9.20. In so doing, the 


overnment has driven participants from | 


Ye market; anyone with dollars is holding 
n to them until official control is relaxed, 


allen further in value. 


ccess to loans and which deals go ahead. 


ven now, many Hongkong business peo- | 
le appear oblivious to the tightening; to | 
dmit to being affected would imply a lack | 


f connections. 


Many predict that friction between Pe- | 
ing and provinces such as Guangdong | 


rill increase as the central government 
ghtens the screws. But Hongkong is likely 
' be a big casualty of any attempt by Pe- 
ing to dampen deal-making fever. As 
hinese companies and local governments 


el the squeeze, some fear they may be | 
xced to liquidate foreign assets to raise | 


ish. And the obvious place to take profits - 
Hongkong, where the Hang Seng stock : 
idex is powering to new highs every 
'eek. It rose to 7,398 on 31 May, more than 
)% higher than its level last November. 
The colony "is so vulnerable," says 
reenwood. "As the squeeze intensifies, 
hinese will sell shares and property and 
ithdraw deposits. [The tightening] will 
fect asset prices, trade volumes and in- 
astment flows." Greenwood is watching 
ie swap market closely for signs of an in- | 
ease in demand for renminbi. If cash- | 
arved Chinese begin to sell off Hongkong | 
isets, they will need to exchange their | 
llars into domestic currency. | 
China's sovereign debt currently holds | 
triple-B rating from agencies such as | 
loody’s Investor Services of the US. The | 
20ple’s Bank is talking to US investment | 
ink Goldman Sachs about offering the | 
rm à mandate to advise them on how to | 
aprove the ratings. And the Ministry of | 
nance is said to be doing the same with | 
errill Lynch. But if Peking fails to cool - 
e fever, the next move in the ratings is | 
cely to be down, not up. mo 
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ingapore’s economy began 1993 as 

it ended 1992 — in recovery mode. 

But whether its improvement will 
be sustained remains unclear. 

Helped by a strong showing in manu- 
facturing and financial services, two key 
sectors of Singapore’s economy, GDP grew 
7.1% in the first quarter. That was down 
from 7.4% in the final quarter of 1992, but 
well above the 5.8% average for all of last 
year. 

Analysts note, however, that the in- 
crease in the latest three months benefited 
from comparison with weak growth in the 


| year-earlier period. In addition, Singa- 
|, pore's main export markets — the US, Ja- 
zhen they hope the renminbi will have | 


pan and the EC — are still afflicted by slow 


| growth, which could hurt Singapore's own 
Politics rather than economics will con- | 
nue to determine which businessman has - 


performance in the second half. The gov- 
ernment forecasts GDP growth of 6-7% for 


all of 1993. 





— ONNI AYE 


The stars of the manufacturing sector in 
the first quarter were electronics com- 
panies. Their output expanded 26% on the 
back of booming overseas sales of disk 
drives, of which Singapore is the world’s 
largest producer. The growth rate of the 


| manufacturing sector as a whole was 7.6%, 


compared with a decline of 0.796 a vear 


|! earlier. 


Analysts, however, say the margins of 
disk-drive manufacturers are shrinking 
and their rate of growth may not be 
sustainable much longer. This is cause for 
concern, they say, because electronics 
companies account for 40% of Singapore's 
manufacturing output, and any slow- 
down on their part would have a serious 
impact. 


FAH EASTERN ECONOMIC REVIEW 


ECONOMIC MONITOR: 


Slight Slowdown 









SINGAPORE 


Helped by improved volume on the 
Singapore stock exchange and better ins 
ance services, the financial- and bu 
services sector grew 6.7% in the first 
ter, up from 3.9% a year earlier. Trai 
and communications, the only major sec 
tor to slow down in the first quarter, had 
8.1% growth. Air-passenger traffic rose, but. © 
a decline in air and sea cargo through Sin-- 
gapore, which have greater weights, 
helped moderate the sector’s overall per 
formance. 

The construction sector, which bolst or ed 
the economy in most of 1992, grew 9% in. 
the first quarter. This was a touch higher 
than its fourth-quarter level, but well below 
its growth rates for most of 1992. The value 
of construction contracts fell 24% from a 
year earlier to $$2.6 billion (US$1.6 billion), 
indicating that the impact of the public 
sector's counter-cyclical measures to hold 
up the economy in the first half of last year 
may be coming to an end. 

The value of total trade in the first quar- 
ter rose 16% from a year earlier to S$58.6 
billion. Non-oil domestic exports rose 16% 
to 5$13.6 billion, while imports rose 18% to 
5$31.6 billion. 

Non-oil domestic exports to the US, Sin- 
gapore's main market, increased 7% in the 
first quarter, and those to the EC increased 
3176. Exports to Japan, however, jumped 
28%. Because the economies of the US and 
Europe are still sluggish, analysts say, the 
export of electronic peripherals — the main 
export items — is likely to settle into a 
more moderate growth pattern as the year 
progresses. 

The balance of payments surplus in the 
first quarter was $$2.3 billion, about the 
same as a year earlier. The current account 
shifted to a $$502 million deficit from a 
year-earlier surplus of 5$1.6 billion. After 
adjusting for seasonal influences, the gov- 
ernment says the current account had à 
small surplus. 

Inflation, meanwhile, was contained in 
the first quarter, as consumer prices rose 
24% from a year earlier. In the past few 
months, the Singapore dollar has depreci- 
ated against the yen, but it has risen against 
the US dollar. It traded at around 5$1.60 to 
the US dollar in late May, compared with 
5$1.63 in the previous quarter. | 

Singapore’s low interest rates were also 
stable in the first quarter, with the average — 
prime-lending rate of the 10 leading banks 
falling to 5.4% from 5.6% at the end of last 
year. The three-month interbank-lending 
rate fell to 1.7% from 2.2% at the end of 
1992. m N. Balakrishnan 
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— "m plunged in 1992, and 1993 looks grim 


apan' s  corporate-eagnings recovery, 

once expected to occur in the second 

half of the current fiscal year, is fad- 
ing further into the future. Recent earnings 
reports show that fiscal 1992, which ended 
on 31 March, was a year executives would 
rather forget, and 1993 looks little better. 

An end-May survey by Japan's leading 
financial daily, the Nihon Keizai Shimbun, 
found that pre-tax profits for 1,461 listed 
companies fell an average 24.9% in fiscal 
1992. The Nikkei predicts their pre-tax 
profits will fall slightly in fiscal 1993. Ana- 
lysts expect industries entirely dependent 
on domestic demand — including pulp 
and paper, construction services, real es- 
tate and utilities — to be hit hardest. The 
yen’s continuing rise is also slamming ex- 
port-dependent industries. 

Analysts say a fourth straight year of 
declining profits in 1993 — an unpre- 
cedented stretch in Japan's post-war his- 
tory — would hasten the dissolution of the 
long-term relationships upon which the 
country's industrial success was built. "If 
1992 was the year of denial for Japanese 
companies, says Lehman Brothers man- 
aging director Paul Summerville, “1993 
will be the year of repair. And that won't 
be easy." 

Analysts expect continued sluggish 
earnings to amplify a number of trends. 
For one, they say, the largest companies in 
every sector will increase market share and 
show more earnings stability than their 
weaker brethren. "The leaders are growing 
faster than the market as a whole," says 
James Abegglen, chairman of Gemini Con- 
sulting (Japan), “while the marginal play- 
ers are getting belted.” 

Abegglen cites the office-automation 
market. While market leaders Canon and 
Ricoh consolidated their positions last year, 
laggards Minolta and Fuji-Xerox lost out. 
Ditto for the pulp and paper makers. 
April’s shotgun marriage of Jujo Paper and 
Sanyo-Kokusaku Pulp created the giant 
Nippon Paper, which together with the 
former number one Oji Paper is expected 
to set market terms at the expense of 
smaller makers. 

Analysts also expect the number of 
small and medium-sized companies going 
bankrupt will continue to rise as manufac- 
turers re-assess their relationships with 
sub-contractors and force them to take the 
brunt of the profit squeeze. According to 
Teikoku Databank, the overall number of 
bankruptcies in Japan rose 22.7% in fiscal 





1992 to 14,441 cases, exceeding 10,000 for 
the second year running. 

For the most part, say analysts, 
longstanding relations between captive 
suppliers and major manufacturers are 
gradually dissolving, forcing smaller com- 
panies to become more nimble or to go out 
of business. "Instead of the vertical inte- 
gration that has long characterised Japa- 
nese business," says W. I. Carr deputy re- 
search director John Casey, “we are seeing 
more interchangeable players at different 
levels of the supply chain." 

A recent Ministry of International Trade 
and Industry survey found that the pro- 
portion of sub-contractors dealing with less 
than five customers is expected to fall to 


Grim Outlook 


| Ill Year to March '93 


Wil Year to March '94 
(company forecast) 


51% by 1997 from 70% in 1987. “Nissan 
Motors cannot afford to have its own 
bumper maker anymore, says a Japanese 
brokerage analyst, "nor can the bumper 
maker afford to sell just to Nissan." 

Elsewhere, the importance of the na- 
tion's largest banks as a source of finance 
for big corporations is expected to decline 
further. This process, which began in ear- 
nest during the equity market boom of the 
late 1980s, is now being spurred primarily 
by bank reluctance to lend. Growth in new 
bank loans to corporations has been flat for 
several months, and is expected to remain 
that way as lenders struggle to collect an 
estimated Y30-40 trillion (US$280-370 bil- 
lion) in troubled loans. 

Sluggish profits will also boost the 
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number of jobless, analysts say, as com- 
panies reduce hiring and pare high-paid 
employees, particularly those over 50. This 
process is gradually undermining the 
vaunted system of lifetime employment at 
large companies. Although Japan will still 
face a shortage of workers bv mid-decade, 

"during the bubble economy, companies 
hired too many and promoted too many,” 
says Masatake Ushiro, managing director 
of management consultant firm Bain & Co. 
"Now the trend is in the other direction." 

Perhaps most critically in the long term, 
the cross-shareholding system which 
formed the basis of stable business rela- 
tionships among financial institutions and 
their customers and among companies and 
their suppliers is gradually breaking apart. 
While these ties did not fray greatly during 
the Nikkei's 1990-92 collapse, notes UBS 
Securities strategist Craig Chudler, the 
combination of weak earnings prospects 
and renewed liquidity in the equity mar- 
ket should encourage companies to sell 
more of each others' shares. 

The grim profit news can be traced to 
several factors, say analysts. First and fore- 
most, says the Nomura Research Institute's 
Fumihiko Ishii, is that "the domestic 
economy has deteriorated on a greater 
scale and for a longer period than ex- 
pected." Most say GNP growth will be 
lucky to top 1.476 during the current fiscal 
year, against 0.8% in 1992-93, and would 
no doubt contract if not for the govern- 
ment's massive public-works spending. 

A second factor is sluggish overseas 
demand. The US is mired anew after a 
promising second half in 1992, while Eu- 
rope faces an unexpectedly severe slow- 
down. On top of that, Japanese exporters 
have been hammered by the surging yen. 
Shigeki Hayashi, a senior executive at 
Honda Motor, reckons that the firm's rev- 
enue profit in fiscal 1992 would have been 
Y70 billion higher than the ¥4.1 trillion re- 
ported had the yen not surged 15% during 
the last quarter of the fiscal year. 

The third reason for failing profits is 
that fixed-cost obligations are still on the 
increase. Enormous capital expenditure- 
during the late 1980s is pushing deprecia- 
tion costs to a peak during the current year, 
while the redemption of convertible bonds 
and warrants coming due for refinancing 
is forcing up interest costs. 

It is the collapse of capital expenditure- 
and the coming reduction in depreciation 
costs, rather than any substantial improve- 
ment in real demand, that provides the 
brightest ray of hope that Japanese corpo- 
rate profits will reverse turn upwards in: 
the year to March 1995. | 

Lehman Brothers' Summerville expects 
profits "to explode" that year, rising by ^ 
perhaps 40-50% year-on-year. After that, 











though, profits will probably only rise by E 


4-5% annually. “Japan is in for a 1990s US-- 
style recovery," he says. 
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it’s good to have someone beside you. 


It's not easy being in business today. 

So, when you hit the rough spots, it's good to have an 
experienced partner beside you. 

Today, IBM is more ready than ever to be that 
partner for you. We've developed new services to help 
you meet the unexpected with confidence. And we're 
flexible enough to adapt to the way you work. 

As you face the future, it is important which 
direction you go. But it's even more important who goes 
there with you. 


For a brochure describing how IBM can help your business become 
more competitive, please fax a copy of your business 

card to (852) 889 4487 or write to: 

IBM World Trade Asia Corporation 

Marketing Communications Services 

GPO Box 105, Hong Kong 
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Were with you all the way 
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. Treasury deli provide a wide range of products. But at Standard Chartered, we 

er one unique extra: Partnership. We do this by forging long-term relationships v 
th our clients, which are based on trust, mutual understanding and commitment. 

hy? Because we believe a partner is far more valuable to you than just a supplier. We 

e pride in our ability to devise tailor made solutions to your specific needs. And 

s is no idle boast. We have over 130 years experience in Asia combined with one of 


> widest selections of financial and money market products you'll find anywhere. D 








intact The Standard Chartered Bank. Staying ahead in business is much easier when . 


1 have us to back you up. Standar d ^hartere« 
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THE INTERNATIONAL 
SMILE OF THE GULF. 


At Gulf Air, people from around the world hospitable style of service. 


bring together diverse cultures and traditions Wherever you're from, wherever you're 
to create Gulf Air's international spirit — . going, on Gulf Air you'll always find friendly 
a spirit that you'll experience in our uniquely faces, and a smile that you recognise. 
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jeoul's — could give government upper hand 


E NH RNR RARER RURAL RAR ARERR UA ALARA hy pt NPP Ns 


hea arrest in April of Donghwa Bank 
T: president Ahn Young Mo has 

caused more than a stir among 
outh Korean policymakers. Ahn has been 
|arged with accepting Won 800 million 
JS$998,000) in bribes from customers in 
xchange for loans and with using the cash 
' pay off politicians to gain access to gov- 
mment-controlled credits. 

Ahn's banking techniques are not un- 
sual Analysts point out that borrowers 
nd lenders in South Korea often under- 
ike questionable practices in the heavy 
ompetition for loans in a government- 
dministered financial system. Four other 
outh Korean bank presidents, several poli- 
cians and at least one bank regulator 
ave fallen foul of the government's in- 
estigation into allegedly corrupt bank- 
ig practices. 

A new financial-reform package by the 
linistry of Finance, however, promises 
» put an end to many of the dubious 
ractices in the industry. Unveiled on 29 
lay, the ministry's five-year plan will re- 
lace most government controls by the 
id of 1997. The ministry hopes the re- 
ms will help foster a more competitive 
nancial sector. 

Despite its good intentions, some ana- 
sts doubt whether the Ministry of Fi- 
ance can deliver the goods. They point 
at that the reform plan contains only 
ague commitments to transfer control of 
ie financial system into private hands. 
loreover, it leaves largely intact what 
iany analysts say is the breeding ground 
rr corruption — a highly politicised fi- 
ancial system. 

“There is little positive to say about 
ie plan,” a foreign banker says. "What is 
gal” under the plan “and what is per- 
litted under administrative guidance are 
vo different things,” he says, referring 
| the opaque administrative system 
rough which the government controls 
edit. . 

So gradual is the pace of reform out- 
ved in the plan that analysts say it ap- 
zars that even President Kim Young 
m's reform-minded advisers are loath 
‘lose control of credit levers or private 
inks. And that, they warn, could be 
sastrous for the economy, as the real 
ist of money in South Korea's banking 
arket hovers at 7-12%. 

Under the Ministry of Finance's re- 
rm plan, most bank-lending rates will 
' freed by year-end. Subsidised govern- 





ment industrial- and sector-policy loans by 
private banks will cease by the end of 1996 
and truly private banks will be fully opera- 
tional by the end of Kim's term in 1997. 
But important portions of the document 
are ambiguous. 

"Because of the commercial banks' bad- 
loan problems and our history of directed 
credit, we cannot move much faster," a 
Ministry of Finance official says. He says 
the difficulties of attaining a consensus 
among officials on who should be allowed 
to own a bank forced planners to “muddle 
through" on basic reforms. 

For instance, the Ministry of Finance in 
the past has appointed the heads of most 
private banks. Under the new plan, a nine- 
member panel that it selects will handle 





| South Korea's RENS iu 
financial reform plan 


* Interest rates liberalised on all loans, 
except policy loans,and on deposits of 
over two years 


e Government policy loans frozen; 
credit controls in place 


e Banks to underwrite public bonds; 
merchant banks to underwrite and 
deal in corporate bonds 


æ Major shareholders of financial firms to 
erect "Chinese wall" between company 
and their other businesses. 


mamans MH MAPPA uaa pana 


e Interest rates to float for short-term money 
market instruments and central-bank loans 


e Central-bank policy loans to be shifted 
to specialised banks and/or government 
budget; credit controls limited to top 10 
conglomerates 


* Creation of financial conglomerates 
encouraged; limit on ownership of 
financial firms by major shareholders of 
big b business groups to be band: from 8% 


+ Alt ence and iaaalag rates liberalised 
except demand deposits 


« Rates on government policy loans ny 
liberalised 


e Maximum shareholding for financial - 
conglomerates to be set 


| 
E 


FAR EASTERN ECONOMIC REVIEW 














these duties. Panel members will be chosen 
from among former bank presidents, large. 
bank borrowers and shareholders of banks. 
But analysts say none is likely to challenge 
the ministry's wishes, as this would jeo- 
pardise his sinecures, funding needs or 
shareholdings. 

Nor are the bad-debt troubles of banks 
likely to disappear anytime soon. This 
dilemma is likely to leave banks beholden 
to the dictates of the Ministry of Finance to 
ensure access to government financial sup- - 
port. Instead of tackling the estimated Won 


10.2 trillion of problem loans head-on by | 


allowing banks to begin writing them off, 
the government has decided to postpone 
the problem until 1994. 

Government officials say limited tax 


relief will be offered to banks next year to. E 
allow them to clean up their books. The ` 


government will also continue to load : 
them down with new policy loans until: 


1996. “It’s like asking the banks to pedala 


bike with only the right foot while drag- ^. 
ging the other along the curb," an analyst 
says. 
Officials at the Ministry of Finance 
concede that the plan does not address- 


| some of the pressing problems faced by 


banks. But they are adamant that the 
timetable of financial reform will be fol- 
lowed, noting that President Kim has 
honoured the commitments to change 
made to the US by the previous Roh Tae 
Woo administration. 

According to the Ministry of Finance's 
plan, nearly 90% of South Korea's bank- 
lending rates and 30% of all deposit rates 
will be liberalised by year-end. "There are 
significant improvements in this plan 
compared to previous plans," says an 
official. He adds that the liberalisation of 
interest rates on public and private bonds 
began this vear, not in 1995 as promised 
by Roh. 

Even if the Kim administration holds 
to the reform timetable, it is unclear when 
banks will ever become totally independ- ` 


Ministry of Finance's plan calls fora 


"Chinese wall" to be created this year 
between bank owners and their business 
affiliates to ensure that family-run con- 
glomerates do not gain control of the 
banking system. 

But in 1994, the government will en- 
courage the development of financial- 
service conglomerates. The task of decid- 
ing which business groups qualify will 
be left to the Kim administration, TON | 
ever. E 
Analysts say the situation could leave 
the government in firm control of the 
financial system. If so, more. bank 
presidents in search of funding may end ~ 


up treading. the well-worn path to. © 


politicians and bureaucrats — and © 
possibly face criminal charges for their 
efforts. " 
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Road to H u i n 


Thai expressway dispute raises investors’ wrath 


By Paul Handley i in n Bangkok - 


t's enough to make any motorist' S ; radia- 

tor boil over. While commuters steam in 

traffic jams that last from morning to 
midnight, a 20-kilometre section of Bang- 
kok's expressway stands empty, yet to take 
its first car. 

The six-lane toll road, most of which 
was completed several weeks ago, has yet 
to open because of a contractual dispute 
between the government and the private 
consortium that built it. Bangkok's harried 
citizens are not the only ones fuming. In- 
ternational bankers have panned the gov- 
ernment for tinkering with the road's oper- 
ating agreement — a deal that was sup- 
posedly signed and sealed four-and-a-half 
years ago. 

Amid accusations of ministerial interfer- 
ence, the highway debacle has become an 
embarrassment for Prime Minister Chuan 
Leekpai. It has also emerged as a symbol of 
Bangkok's dismal record in handling big 
projects. Unless the government shows that 
it intends to respect contracts, bankers 
warn, Thailand could find it difficult to raise 
money for such projects in future. 

“It does not seem they are seriously 
looking at the root of the problem," says a 
financier closely linked to the expressway. 
"And they do not understand how this 
makes Thailand look. I can finance projects 
elsewhere in Asia where I do not have 
these problems." 

Thirty-one foreign banks contributed to 
a US$200 million loan for the toll road, 
whose main shareholder is Japanese con- 
struction firm Kumagai Gumi. Under a 30- 
year build-operate-transfer (BOT) agree- 
ment signed in 1988, the Kumagai-led 
concessionaire, Bangkok Expressway Co. 
Ltd (BECL), is to operate the highway and 
pocket a share of its revenue. But the gov- 
ernment, fearful of the motoring public's 
reaction to higher tolls, recently reduced 
the amount by which fees will rise when 
the road opens. 

The state agency which awarded the 
contract, the Expressway and Rapid Tran- 
sit Authority of Thailand (ETA), is mean- 
while insisting that it — not BECL — will 
staff the toll barriers and manage the rev- 
enues. The agency and BECL are also in dis- 
pute over income-sharing arrangements. 

Thailand, which faces a US$20 billion 
bill for infrastructure investments over the 
' next five years, has much to lose if the row 
rumbles on. "I can fully understand the 
sentiment of the foreign investors and fin- 
anciers,” government spokesman Abhisit 





Vejjajiva said on 31 May. "This government 
is very firm on honouring its commitments. 
We realise how important this is. We know 
future projects need foreign investment." 

A flurry of top-level meetings took 
place between 31 May and 2 June at which 
ministers, the ETA and members of BECL 
attempted to resolve the dispute. Even if 
they succeed soon, however, the episode is 
likely to reinforce foreign perceptions that 
big projects in Thailand are hostages to 
political interference. 

Several BOT schemes have run into trou- 
ble in recent years: 
> Three Bangkok mass-transit systems are 
pending, yet none is assured of being built. 
For three years, the contract for the first 
system bounced between Lavalin of 
Canada and the Australian-led Asia-Euro 
Consortium. In 1990, Lavalin won the 
rights to negotiate a final contract, but a 
year later the deal started to unravel. Part 
of the reason was that competing projects 
had since been awarded to Hongkong's 
Hopewell Holdings and Thailand's 
iind udi the Lavalin project is 
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being redesigned by the government and 
is likely to emerge as a part-private, part- 
public undertaking. Hopewell, though it 
held a symbolic ground-breaking cer- 
emony on 23 May, is unlikely to proceed 
unless the Thai economic environment im- 
proves, bankers say. And Tanayong is 
struggling to raise finance. 

> The Don Muang Tollway, an elevated 
road serving northern Bangkok and the 
city's international airport, is two years be- 
hind schedule and believed to be tens of 
millions of US dollars over budget. The 
road, part of which competes directly with 
the second-stage expressway, was 
awarded to well-connected local investors 
in 1989 over the heads of government plan- 
ners. But the planners’ objections to the 
demolition of two key bridges, a right 
granted the concessionaires, have been up- 
held by the current government. Because 
of this, the projects’ main lenders, includ- 
ing Thai and foreign banks, are believed to 
be ready to suspend financing. 

p The 30-km third stage of the express- 
way, which will skirt the east of Bangkok 
and link to the existing sections, also ap- 
pears stalled. When it was put out to ten- 
der two years ago, the only bid came from 
Japan's Obayashi Corp., teamed with Thai- 
land's Italthai Construction. The project is 
now being redesigned by the government 
and Obayashi has bowed out. 

By contrast with its record on transport 
projects, Thailand has been hugely success- 
ful in using BOT finance in telecommunica- 
tions. There are now at least two dozen 
concessions operating in the Kingdom, for 
terms ranging from 10 to 30 years and cov- 
ering everything from paging services to 
land lines to a yet-to-be-launched commu- 
nications satellite. 

Government officials are sensitive tc 
accusations that they have altered the pri- 
vatisation policies established by previous 
administrations. Senior officials insist that 
the basic policy remains unchanged, and 
that the expressway conflict is a case ol 
specific contractual ambiguities left unre- 
solved since 1988. 

Finance Minister Tarrin Nimmana- 
haeminda told the REviEgw: "There is ne 
way that Thailand will renege on any 


agreement it has signed. We are very in- 


tent in going ahead with privatisation.” A 
just compromise will be found in the BECL 
conflict that is "in the spirit of the BOT 
agreement," he says. 

Part of the solution, government offi- 
cials now hint, may be a shake-up at the 
ETA. This could mean the removal of gov- 
ernor Charan Burapharat, who has headed 
the agency for 15 years. 

But this would still leave major chal- 
lenges ahead for the policy of privatising 
infrastructure. Thailand opted to use BOT 
project finance for several reasons: first, tc 
prevent government debt from ballooning 
as it did in the early 1980s; second, to keer 
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state enterprises from getting fat on their 
legally established monopolies, and rely- 
ing too much on the government; and 
third, because the state sector was not agile 
enough to keep up with the demands im- 
posed by surging economic growth. 

Even so, state agencies such as the ETA, 
is well as various ministries, appear to 
nave viewed private concessions as a threat 
‘0 their fiefdoms. The ETA appears to have 
elt particularly threatened by the 
zovernment’s recent revision of the toll 
charges in BECL's agreement. Because the 
second-stage expressway is an extension of 
in existing highway, toll fees were due to 
ise 100% when the new section opened. 
jut the Chuan administration, fearing 
»ublic reaction, got cold feet and limited to 
he rise to 33%. In order to meet its 
'ontractual commitment to BECL, it pro- 
;»osed to achieve this 
»y slashing the share of 
ncome received by the 
‘TA — thus punching a 
vole in the agency's 
inances. 

Even if the road is 
ypened on  BECL's 
erms, however, the 
»roject still faces prob- 
ems. BECL still has an- 
ther 12 km of road to 
onstruct, but it cannot 
egin because the ETA 
ias yet to acquire the 
ind. 

The fault is not all 
he government's. 
hailand's economic 
oom has forced land 
osts to skyrocket. But 
e military junta which took power in Feb- 
uary 1991 made things worse when, in a 
op to the masses, it changed the basis for 
aluing land compulsorily acquired by the 
overnment. The decree, which has not 
een rescinded, has tripled land costs for 
ig projects. 

Thailand also faces less direct threats. 
conomic slowdowns abroad — especially 
1 Japan, the source of much investment — 
ave made foreign lenders more careful 
bout where they put their money. And 
uestion marks increasingly loom over 
'hether Thailand can maintain the runa- 
'ay economic growth that has brought in- 
estors big returns. 

Against this background, the credibility 
f contracts becomes crucial. “Thailand 
2eds a legal structure to ensure both sides 
ick to the projects, and so they do not 
ecome political,” says an American 
anker to BECL. 

A French banker with interests in the 
CL project strikes a philosophical note: 
nfrastructure financing can lead to such 
tuations,” he says. “I would not be criti- 
of the Thais when Europe has the P 
ms of the Channel Tunnel." 
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Political 
Football 


Thai Interior Minister Chavalit Yong- 
chaiyut, a former military supreme 
commander, was emphatic. No matter 
what the causes of the dispute, he pub- 
licly declared on 26 May, the second- 
stage expressway would open on 1 
June. It didn't. 

Whatever this intervention did for 
Chavalit's credibility, it confirmed to 
most observers that the expressway is 
still very much a political football. High- 
ways agency ETA subsequently de- 
manded that road builder BECL open the 





No expressway benefits yet for Bangkok's harassed road users. 


expressway, calling Bangkok's traffic 
chaos "an immediate national crisis." 
But still the road stayed shut. 

The expressway row has been sim- 
mering for 18 months. Bankers who 
have lent to the project accuse senior 
ministers of grandstanding and making 
extra-contractual demands that BECL 
cannot meet. The consortium "would 
have gone bankrupt" under the latest 
terms proposed by the ETA, according 
to an adviser to the project. 

Senior government officials private- 
ly admit that some of the ministers in- 
volved appear to have been operatin 
with incomplete and often false infor- 
mation. In addition, lenders and share- 
holders in BECL allege that ministers 
have attempted to split the consortium's 
board for political gain. 

The dispute burst into the open in 
mid-March, when, with the planned 
opening of the new 20-kilometre section 
just weeks away, the government cut 
the agreed toll to Baht 20 from Baht 30. 
To placate the project's bankers and its 
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main developer, Kumagai Gumi, the 
cabinet decided on 29 March that BECL’s 
income would not change, and that the 
cut would be made at the expense of 
the ETA. That allowed the government 
to claim it had not reneged on the con- 
tract (although technically it had). "We 
can live with it, I guess," a European 
banker said. 

But the ETA, exploring ambiguities in 
the contract and government policy, 
was meanwhile raising bigger obstacles. 
Among them is a move to delay the 
beginning of income sharing with the 
road's investors. BECL claims the agency 
was due to begin sharing revenue last 
November, and now owes the consor- 
tium Baht 1.6 billion. As a result of not 
having these funds, BECL’s bankers say, 
the consortium defaulted on interest 
payments two months ago. The banks 
have in turn frozen their credit lines. 

Meanwhile, the two ministers prin- 
cipally involved in the dispute — 
Chavalit, who oversees the ETA, and 
deputy prime minister Amnuay 
Viravan — both appear to have been 
receiving information only from the 
ETA, with whom they have sided. 

Chavalit and Amnuay appear to 
have been unaware that BECL had hard- 
ened its position in response to the ETA's 
demands. This seems surprising. Am- 
nuay is a former chairman of Bangkok 
Bank, which has both loans and equity 
in the project. Moreover, Amnuay's 
son-in-law, Chai Na Sylvanta, is in 
charge of the project at Bangkok Bank. 

The government was also slow to 
act, intervening only after the ETA and 
BECL began publicly trading charges 
and demands. Admits one senior min- 
ister: "Information at the cabinet level 
was bad. It was only last Friday night 
[28 May] that the prime minister under- 
stood the situation." 

Prime Minister Chuan ordered a 
meeting on 30 May to obtain both sides 
of the picture. Subsequently, he has 
placed the issue in the hands of Finance 
Minister Tarrin. After meeting Tarrin, 
Olarn Chaipravit, president of BECL 
shareholder Siam Commercial Bank, 
told BECL's board on 31 May that the 
problems would soon be resolved. But 
he did not explain how. 

Government insiders meanwhile 
claim that Chavalit, at Chuan's order, 
has invited the president of Kumagai 
Gumi to Bangkok for "negotiations" at 
an unspecified date and time. But, says 
one BECL source, "the Japanese are not 
sure what is to be negotiated, and on 
what grounds. How can they send [the 
president] based on that letter?" 

= Paul Handley 
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Meltdown 


Politics may finally have sunk Philippine nuclear plant 





By Rigoberto Tiglao in Manila 


he Philippines has long suffered 

crippling power shortages that, aside 

from the sheer nuisances they create, 
hinder the nation's economic growth. 
How, then, to explain the US$2.5 billion 
nuclear plant standing idle 20 kilometres 
south of Manila? 

Perhaps the best explanation is that po- 
litical expedience has overwhelmed eco- 
nomic logic. The controversial plant, built 
by Westinghouse Electric of the US, was 
started under the Marcos regime in 1976 
and completed in 1985 — but never com- 
missioned. Were it running today, its 620 
megawatts in capacity would cover most 
of the country's 800-1,000 MW power 
shortage. Instead, its US$80 million in ura- 
nium fuel — two years' worth — sits in 
storage at the facility, checked regularly by 
the International Atomic Energy Agency. 

The Aquino administration mothballed 
the project in 1986, citing defects and a lack 
of safety features. But political reasons 
were largely the motive: the plant has all 
along been tainted by its association with 
the late Ferdinand Marcos and by allega- 
tions that Westinghouse bribed his regime 
to win the project. 

A US court cleared Westinghouse of 
those charges on 19 May, virtually torpe- 
doing Manila's hope of recovering any of 
the US$2.5 billion — including US$44 mil- 
lion in litigation expenses and US$11 mil- 
lion in maintenance since 1988. But the rul- 
ing does nothing to make the plant more 
politically acceptable. Many here say the 
court was biased in favour of the US firm; 
Manila is appealing. 

Now, another victory for politics: Presi- 
dent Fidel Ramos announced on 30 May 
that the plant, in Bataan province, will be 
converted for use as a non-nuclear facility. 
Conversion will cost US$600 million, three 
times the price of going nuclear. 

As Energy Secretary Delfin Lazaro ex- 
plained it to reporters: "[Ramos] told us 
that the issue will only drag on if we 
choose the nuclear option, as we have to 
overcome the political issue." There are 
"emotional issues attached" to the nuclear 
option, Lazaro said. 

Ramos' decision apparently was made 
in haste after the US court ruling, though it 
is unclear why. The REVIEW has learned 
that Ramos and Lazaro never even con- 
vened the nine-man committee they organ- 
ised in April to determine whether to oper- 
ate the plant as a nuclear plant or conven- 
tional facility. The panel had been given a 
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1 July deadline to submit its recommenda- 
tions. Instead, Lazaro issued a 27 May 
memorandum — the same day Ramos told 
him of the decision — saying the commit- 
tee's studies were now "moot and aca- 
demic." 

The committee's technical staff had 
been moving towards recommending a 
nuclear plant. It noted that since the plant 
was mothballed in 1985, eight independ- 
ent groups had certified that it could be 
made operational. The most recent audit 
team, in 1992, comprised three former offi- 
cials from the nuclear regulatory agencies 
of the US, Japan and Taiwan. 

One committee member says the much- 
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Corazon Aquino: nuclear plant's nemesis. 


publicised figure of 4,000 "defects" found 
by an earlier team were actually "audit 
concerns" that "only show how they really 
went through the plant with a fine-toothed 
comb." Many of these "did not involve the 
nuclear reactor itself, but consisted of such 
things as peeling paint in one room or a 
misaligned door,” he says. “All of these 
audit concerns had been properly ad- 
dressed.” 

The committee also looked at a proposal 
by US engineering firm Fluor Daniel for 
converting the plant to conventional use. 
Fluor Daniel estimated that it would cost 
US$594 million and take three years to 
complete — not including the cost of diesel 
for running the plant. 

“The term ‘conversion’ is a misnomer,” 
a committee member says. The proposal 
involves building a combined-cycle plant 
— a diesel-fired facility that creates heat to 
run another set of generators — that would 
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produce 1,000 MW. Part of the steam gen- 
erated in that plant would be recycled to 
fuel the nuclear facility's turbines. Techni- 
cal constraints for such a set-up would re- 
duce the nuclear turbine’s 620 MW capac- 
ity to only 450 MW. 

That would leave unused the nuclear 
reactor and containment shell, which ac- 
count for about 80% of the plant's cost, says 
an engineer involved in the studies. "We'll 
just have to sell it like junk," he says. 

The nuclear option, the committee's 
studies showed, would cost US$200 mil- 
lion and three years of work, mainly be- 
cause transmission lines and substations 
connecting it to the Luzon grid have been 
dismantled and put in storage. 

Efren Bantog, a National Power Corp. 
manager, says the widespread notion that 
the plant is "in ruins" is grossly inaccurate. 
"We have kept the plant in pristine condi- 
tion," he says, "and we even regularly do 
such expensive operations as pumping ni- 
trogen into the turbines to prevent the 
oxidation process from setting in." Mainte- 
nance, he says, costs P90 million (US$3.3 
million) annually. The plant has a staff of 
206, including 170 Filipino nuclear-plant 
engineers trained abroad as part of the 
Westinghouse contract. 

"Marcos' sin was that he politicised the 
plant when he brought [Herminio] Disini 
into the picture," says Rodolfo Romero, a 
Ramos supporter who closely followed the 
US court hearings. Disini is the Marcos 
crony who brokered the Westinghouse 
contract. That alone raised opposition to 
the plant from anti-Marcos forces. Then 
came the 1979 Three-Mile Island nuclear 
accident in the US, spreading the notion 
among Filipinos that the Bataan plant 
would be unsafe, particularly if a Marcos 
crony cut corners in its construction. 

The Aquino government's lawsuit 
against Westinghouse — aimed largely at 
Marcos associates — deepened sentiment 
against the plant. The ensuing controversy 
obscured issues of safety and economy. 

"We were ordered by Malacanang then 
not to talk about the plant, whether it's re- 
ally safe or not, whether it could be oper- 
ated or not," says a National Power official 
involved in the plant's construction and 
maintenance. “They claimed doing so 
would only jeopardise the court cases." 

High-profile organisations demon- 
strated against the plant; no group dared 
lobby for it. For Filipino politicians who 
might have supported the facility, the 
lack of a political constituency made it à 
hopeless cause, regardless of the national 
energy crisis. 

If Ramos succeeds in converting the 
plant, the issue will become a moot one. 
Meanwhile, as a recent editorial in the daily 
Manila Chronicle pointed out: “The costliest 
power plant in the world sits in Morong, 
Bataan ... this may be a monument to our 
folly or to our anger." a 
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VIETNAM 
Thai Rice Accord 


Thailand agreed on 20 May to 
cooperate with Vietnam in 
producing and marketing rice 
in an effort to raise world 
prices. The two countries, 
which together account for 
more than half of international 
rice sales, will share marketing 
information and hold regular 
meetings of officials and 
exporters. 


South Korean Air Pact 


Vietnam Airlines said on 29 
May that it has signed a deal 
with Korean Air to offer joint 
services between Ho Chi Minh 
City and Seoul, beginning on 4 
luly. Vietnam Airlines will 
jyperate twice weekly with an 
A310-300 Airbus. Korean Air 
will operate one flight weekly 
with an A300-600 Airbus. The 
wo airlines will share costs 
ind revenues. 





'ormer Posco chief Park. 


SOUTH KOREA 
?osco Tax Penalty 


he government has fined 
tate-controlled Pohang Iron & 
teel Co. (Posco), the world's 
econd-largest steel company, 
'unitive taxes of up to Won 73 
illion (US$91 million). The 
nove stems from allegations 
nat former Posco chairman 
ark Tae Joon, once a political 
ival of President Kim Young 
am, diverted Won 5.6 billion 
1 company money to a secret 
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Vietnam Airlines strikes a deal with Korean Air. 


campaign fund. Park, now in 
Japan, faces arrest if he 
returns. 


THAILAND 
IFC Grants Oil Loan 


The International Finance 
Corp., an arm of the World 
Bank, granted Thailand a 
US$350 million syndicated 
loan, its largest to date. It is 
part of a planned US$1.3 
billion debt-financing package 
for Thailand's Star Petroleum 
Refining. The joint venture 
between Caltex Petroleum and 
the Petroleum Authority of 
Thailand will use the funds to 
construct a US$1.9 billion 
refinery in Rayong. 








INDIA 
Gatt Proposal Rejected 


Commerce Minister Pranab 
Mukherjee rejected on 30 May 
a proposal by Gatt Secretary- 
Gen. Arthur Dunkel that seeds 
be included in the world farm 
trading group’s list of 
patentable commercial 
property. Apart from this one 
issue, India approved Dunkel's 
draft for a new global trading 
arrangement aimed at 


_ resolving deadlocked talks. 





JAPAN 
Bank Earnings Plummet 


The nation’s 11 major 
commercial banks reported on 
27 May that their combined 
unconsolidated net profit fell 


43% in the year to 31 March. 
They expect a fourth straight 
annual decline this year. The 
group also disclosed that their 
bad loans totalled ¥8.4 trillion 
(US$78 billion). Meanwhile, 
the seven trust banks posted a 
49% drop in unconsolidated 
net profit and ¥2.5 trillion in 
bad debts. (See related story, 
page 66) 


Overseas Assets Surge 
Japan’s net overseas assets 
surged 34% in calendar 1992 to 
a record US$514 billion (see 
chart), the highest in the world, 
largely because of reduced 
borrowing from overseas. 
Japan’s direct investment 
overseas rose by US$16 billion 
to US$248 billion, while 
securities investments 
increased by US$23 billion to 
US$655 billion. 


US Allows Nakamichi Deal 


The US said it would allow 
Nakamichi Peripherals to buy 
California-based Applied 
Magnetics, the only US 
supplier of information- 
processing technology for 

the Trident and Patriot 
missile guidance systems. 
The deal is hotly opposed 

by some members of 


Congress. 





PHILIPPINES 

Growth Looks Sluggish 
The nation’s GDP shrank by 
0.17% in the first three months 
of 1993. GNP rose by 0.9%, 
thanks to remittances from 
Filipinos working abroad, the 
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government reported on 31 
May. The data confirm 
widespread fears that power 
shortages will make it 
impossible to achieve the 3.5% 
GNP growth that President 
Fidel Ramos has targeted for 
the full year. 





INDONESIA 
Lending Rules Eased 


The central bank doubled to 
100% the proportion of profits 
banks may plough back into 
capital, and raised to Rps 250 
million (US$120 million) from 
Rps 200 million the maximum 
small-business loan. The 
central bank is trying to spur 
corporate lending, which grew 
a year-on-year 11.1% in the 
first quarter of 1993, well 
below the government's 17% 
target. 


TAIWAN 
CPC Cancels Contract 


State-owned Chinese 
Petroleum Corp. (CPC) 
annulled a US$180 million 
water-treatment contract with 
US-based Brown & Root 
International on 1 June, citing 
a two-month-old corruption 
scandal that prompted the 
ouster of CPC chairman Chen 
Yao-sheng the same day. Also 
that day, a fire at CPC offices 
destroyed files needed by 
investigators. Police suspect 


arson. 
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By Suhaini Aznam 


he real theatre is not performed on 
l stage. It is in the life and society 
around you — and in oneself. Hold- 
ing by this conviction, Nano, the nickname 
for N. Riantiarno, Indonesia’s best known 
director and producer, sends his team of 
actors and stage directors out to villages or 
city slums to research their subjects months 
before rehearsals begin. Only after under- 
standing with intimate detail the prostitute, 
the transvestite, the loan shark and petty 
official do Teater Koma’s players take their 
art on stage. 

“Theatre helps you see the layers of 
society and of oneself,” said Nano. “You 
cannot fool yourself all the time. Self- 
knowledge must come first, so you can 
depict society more accurately. Like a fish 
we must know the water in the pond.” 

Theatre has not always been in Nano's 
blood. As a boy, he had first wanted to 
become a teacher, then a Catholic priest. 
The starting point took place when a high 
school friend took him to a poetry reading 
session in their home town of Cirebon. 
From then on there was no turning back. 
In 1967, Nano went on to study at the 
Akademi Teater Nasional In- 
donesia, where he was taught 
mainly by French and Ameri- 
can teachers. 

Today Nano, 43 years old, 
heads the only thriving theatre 
group in town, the Teater 
Koma he and 12 friends found- 
ed in 1977. Nano has also acted 
in some of his own works. His 
wife, Ratna, is the group’s 
manager, public relations of- 
ficer as well as an actress in her 
own right. 

A tad on the plump side, 
sporting short hair and unfad- 
ed blue jeans, Nano does not 
strive to affect that burningly 
intense, singularly eccentric 
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N. Riantiarno 


indonesian Playw 
Sees Life as Theatre 


right 





Nano, head of the country’s best known theatre group, 
sends actors to villages and slums to do research 


before beginning rehearsals 


image of some local artistes. 
The Teater Koma's repertoire comprises 
about 70% of Nano's original works, all lo- 
cal social commentaries, and 30% adapta- 
tions of foreign plays, which he liberally fla- 
vours with local colour. It takes him about 
two months to construct a plot, sitting at 
hawker stalls and talking with anyone on 
the streets to form his characters, inject their 
quirks, feel the pulse of today’s Indonesia. 
Local critics have denounced Nano for 
lowering his art to popular theatre, of ap- 
pealing to the masses with singing and 
dancing and the occasional slapstick on 
stage. Indeed his plays are entertaining 
rather than compelling. But his audiences 
are decidedly not off the street; though 
Nano himself thinks he reaches a broad 
cross-section of the public, it is still the in- 
tellectual elite who are most conspicuous 
at his full-house, sold-out showings. 
Teater Koma puts up two or three pro- 
ductions a year, when others are barely 
surviving. The secret? "None really that I 
know of," said Nano thoughtfully. "There 
were groups which adopted the same style, 
but it doesn't really come through. Lacking 
in soul perhaps because when you just 
copy, there's no bonding between the ac- 





Rehearsal time for Teater Koma. 
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tors and their characters." 

Like many other artistes in Indonesia, 
Nano, too, has come under government 
scrutiny. Three plays were banned. In each 
instance, the authorities gave no reasons 
for the closure; conceivably they hit too 
close at political home-truths. 

Nano says he has always been open to 
prior discussion and has invited intelli- 
gence officers to come to rehearsals each 
time so they could see the shape of the 
play before it reached the public. For one 
thing, producing a play can be expensive 
and it serves no one to have a play per- 
emptorily banned. 


T oday the Teater Koma clan is 250) 
strong, comprising 100 active mem- 
bers and 40 sworn supporters, while 
the rest drift in and out. Nano's home-cum- 
workshop is an unpretentious house with 
a large rehearsal area in the back, with a 
wooden stage and props lining all sides. 
The fan barely works but the camaraderie 
is infectious. 

"We are not prima donnas here," 
stressed Nano. "I don't want it that when 
Nano dies, Teater Koma dies. Not that I 
deny the common perception that Teater 
Koma is Nano and vice versa. 
But the other playwrights and 
producers should not be 
haunted that their works must 
be the same as mine. If it is the 
same, that's OK. But not to be 
the same must also be OK." 

And what of the future? 
Nano's dream is for the Teater 
Koma to own its own play- 
house from which it can derive 
a regular income. And for 
himself? "I want to have the 
energy to stage my 100th play. 
Now I have done 74 in 16 
years. And I want to be 
healthy, to go to movies, eat in 
a fancy restaurant now and 
then." a 
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The Samant 


The fabled cities of the Silk Route were designed for their creators’ pleasure. Now they have been left for 
rours. Closed to tourism for decades and cut olf by deserts and distance, Bukhara, Khiva and Samarkand have retained 


auch of their original splendour. And gateway to them all is Tashkent, the region's 
ultural and economic capital. PIA is proud to be the first airline to fly to Tashkent e PIA 
Pakistan International 


ince Üszbekistan's independence. PIA. You're flying with extraordinary people. Great people to fly with 
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introduces its own 
RATES OF EXCHANGE 
which moves you up one room 
category, while you 
pay the lower daily room rate.’ 
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Book and pay for this... 


but stay in this room. 
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Add a 10% service charge and a 3% government tax to all rates. 
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the following dividends... 


* roundtrip airport limousine transfers 
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* late check-out upon request 
* no charge for local calis 
*up to two suits/dresses drycleaned 
during your stay 
sand much more... 
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. JW Marriott Hotel Hong Kong, Pacific Place, 
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LETTERS 


Letters intended for | publication must includi 
the writer's name and address. All letters ar 
subject to editing for length. 





Ramos Reforms 

On behalf of the Philippine Government, 
let me reply to your cover story Opposing 
the Oligarchs [6 May]. 

First, the Ramos administration's drive 
against monopolies and cartels — initially 
in telecommunications — is part of our ef- 
fort to level the playing field of competi- 
tion and dismantle the mercantilist regime 
left over from the colonial periods. The 
drive is not against bigness itself. It is 
against the inequity and resulting ineffi- 
ciency inherent in crony capitalism. 

Second, the article quotes unnamed "ex- 
perts" who said there have been no signifi- 
cant reforms in the macroeconomy. Dur- 
ing the period in question, the president's 
primary concern has been the enhance- 
ment of peace and order and political sta- 
bility. To date the government has freed all 
foreign-exchange transactions; begun a 
five-year programme of tariff reforms; lib- 
eralised the entry of direct foreign invest- 
ment; and set the pace for macroeconomic 
and sectoral reforms. 

Third, President Ramos accepts debates 
and delays in enacting public policy as the 
legitimate and acceptable cost of demo- 
cratic consensus. As he recently told the 
Asia Development Bank's board of direc- 
tors, “Authoritarianism we Filipinos have 
known. For us it failed miserably, and we 
are still paying its costs until now." 

Finally, the Ramos administration is 
also aware that reforms must be part of an 
overall strategy. Reforms must reinforce 
one another. Incomplete or partial reform 
will not suffice. For these reasons, it is de- 
termined to complete its effort to prepare 
the economic environment for self-sustain- 
ing growth during the Ramos watch on the 
presidency. 

JESUS C. SISON 
Press Secretary to the President 
Maniía 


Modern Monarchs 


With regard to your focus on Asian mon- 
archs [Thrones That Count, COVER STORY, 


| 29 Apr.|, the role of the monarchy ought to 


| be confined, at least in ordinary circum- 
| stances, to supplement the inability of de- 


mocracy to live up to its own ideas. The 
permanence of the monarchy, as opposed 
to the presidency, may at times help avoid 
conflict; indeed, monarchs serve as sym- 
bols of national unity, linking it with its 


| historical past. The problem of our time is 
. democratic government and not absolut- 
` ism; hence the role of the monarchy to miti- 
. gate the phenomenon of "elected dictator- 
Ship" mentioned by Lord Hailsham, the 
. former British lord chancellor. 
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If such a problem was foreseeable in ¢ 
highly developed democracy such as Bri 
tain, the more so in developing countries o. 
Asia. Indeed, the difference between Asiar 
and Western monarchy lies in that th« 
former generally preside over societies tha 
are still religious, traditional and have ye 
to develop highly efficient machinery o 
democracy. Later, when these institution: 
have been developed, the monarchy has nc 
choice but to retreat to its perennial role o 
symbolising the nation. The importance o 
this aspect in a nation's life ought not to bx 
underestimated, for it supplies the pridi 
and spirit though it may not be relevant & 
the material well being of the nation. 

ABDUL AZiZ BAF 
Birminghar. 
Britai 


In your cover story on Asian royalty yor 
assert that the absolute monarchy of Bhu 
tan became a constitutional one in 1969. I 
it by any chance a case of clairvoyance o1 
your part — i.e., did you intend to prin 
1996? If perchance you wish to stick b 
your statement, which has democracy en 
tering Bhutan 21 years before Nepal (1990; 
you might wish to educate your reader 
about the ingredients that go into a consti 
tutional monarchy, divulge the details o 
the elections that have been held in th 
country since 1969, the prime ministers o 
whoever functioned as head of govern 
ment over these years, the details of th 
Bhutanese constitution, etc. 

Struggling to ensure that there are fur 
damental reforms in Bhutan's "absolut 
monarchy," we are happy to accept th 
psychic overtones in your assumptio: 
about the allegedly existing constitution: 
monarchy in the kingdom. 5o far you ar 
wrong by only 24 years — we hope onl 
that the margin of error will not continu 
to build up for too long. 

BHIM SUBB 
Human Rights Organisation of Bhuta 
Kathmano 


No Call 

In your 27 May issue [The New Insiders 
the REVIEW wrongly reported that a Singe 
pore cabinet minister telephoned Tsui Tsir 
tong asking “for ‘nothing less than 10%’ < 
New China Hongkong shares.” 

No Singapore minister contacted Tst 
about investing in the New China Hon; 
kong Group. 

JOYCE LO! 

Hea 

Public Affai 

Ministry of Information and the Ar 
Singapoi 
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L the recent Bangkok conference on this subject, the Bur- 
mese delegate offered up the conventional wisdom 
about an East-West divide. "Asian countries," he said, ^with 
their own norms and standards of human rights, should not 
be dictated [to] by a group of other countries who are far 
distant geographically, politically, economically and so- 
. cially.” Although the 30-point Bangkok declaration ulti- 


. mately adopted does concede the “universality, objectivity 


and non-selectivity of all human rights," the meeting was 
^ taken as an Asian shot across the Western bow before this 
week's UN World Human Rights Conference in Vienna. 
The truth is more complicated. Although there are in- 
- deed divisions over human rights, these are not always what 
they seem and have more to do with rival conceptions of 
government than with geography. The seeds of misunder- 
standing were probably sown once the word "right" came 
to be accepted as a synonym for "entitlement." Much of this 
dates back to the 1948 UN Declaration on Human Rights, 


which guarantees everything from a "right" to social secu- |. 
rity to a right to a "free" and "compulsory" education. Since |. 


then rights have multiplied faster than rabbits, yielding 
everything from an International Convention on the Rights 
of the Child to another on Economic, Cultural and Social 


unleashed great mischief once elevated to entitlement. 
Someone, after all, has to provide these entitlements, and 


EDITORIAL 


jj Rights Thinking 
A East meets West: freedom vs entitlement 


eave it to Burma to put human rights into focus. At | 


oC GT mie 


law sufficient for civility and commerce. Similarly the most 


| successful states in East Asia have been the least intrusive. 
_ They have also proved the most promising candidates for 
. parallel political and economic development. 


Often overlooked in these success stories has been the 
role of private institutions. For while mankind's vices are 
universal, our civilising influences are particular. And these 


influences are grounded in institutions that vary from place . 
to place according to custom and tradition. It is no coinci- . 


dence, for example, that the weakest link in the old Soviet 
bloc was Poland, which benefited from a Roman Catholic 


church that had retained its institutional autonomy, or that - | 


the Afghan resistance was bolstered by their strong tribal 


structure and faith. Likewise the stabilising role of the Thai - 


monarchy during last year's bloodshed, and the lively if not 


totally free press that held Marcos accountable even during | 


the worst years of his rule. 


debates. Although a number of human-rights groups 
have been attacked as "too Western," it is often the scep- 
tics who are more loyal to the Western tradition. The notion 


| nstitutions thus hold clear implications for today's rights 


of collective rights by race now popular in the US, to give 


_ but one example, rubs against the centuries-old ideal of 
Rights. Unobjectionable as simple aspirations, they have | 


rights’ belonging to individuals. This is not to deny that 


, communities have their rights too; just ask the Koreans in 


_ Los Angeles who were abandoned by police in last years | - 
riots. But whereas collective rights almost always imply a... |- 


what all these kinds of rights tend to have in common is an — 


assumption of a strong central government behind them. 


their constitution, though it "guarantees" much of what 
many human-rights organisations have been agitating for 
worldwide, including the rights to work, rest, national 
health care and scientific pursuit. By contrast the poor in- 
habitants of Great Britain have no written constitution at all. 


ur own preference is to speak of freedoms, not enti- 
tlements. If this century's experience first with Fas- 
cism and then with Communism has taught us any- 


| government's bestowing preferences (often including a re- 
Few Chinese, we suspect, would take much consolation in | 


distribution of wealth) on a given group, a right to commu- 


_ nity again rests upon the foundation of private liberty and 
| accountability. The freedom of people to act together, 


_ whether through businesses, unions, schools, churches, etc, | 
| goes a long way to protecting legitimate group interests | 
_ without any of the strife that characterises government at- 
, tempts to divvy up the pie. In fact it has been precisely the . 


| steady erosion of these individual liberties in the West that 


thing, it is that the rights most conducive to peace and pros- | 
perity are freedoms from government. History has also dem- | 


onstrated the immense attraction these freedoms have held 
for ordinary people wherever they have been honoured, 


ster-style democracy. No less than Sun Yat-sen gave his 


him out. 


lessons to be drawn from the experience by West and East | 


alike. The most successful colonies were those, such as the 


| has undermined authority and made it unsafe for citizens to 
_ walk their streets at night. 


Finally, there is common sense. Genuine human rights 
cannot be legislated. This is especially true at the interna- 


_ tional level, where disagreement increases exponentially in 
. relation to the degree of detail sought. All governments are 
even when they have not been accompanied by Westmin- - 


jealous of their national sovereignty, and none likes criti- 


| | &ism. Certainly countries develop and mature at different 
imprimatur to British Hongkong — which had once tossed _ 


rates. But surely we can all tell the difference between a 


| South and North Korea, a Singapore and a Burma, a Tai- 
Colonialism, of course, had its own sins, but there are | 


British, where official interference with local custom was - 
minimal and the aims of government were modest: a rule of | 
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wan and a China. Ideological battles over the meaning of. 





human rights would doubtless wane were governments and | 
_ rights lobbyists alike to stop confusing controversial calls |- 
for entitlements with protecting the basic civil rights thate | 


people desire most: life, liberty and property. 
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he stage seems set for a showdown 

between Asia and the West at this 
month's UN conference on human rights. 
While Asian leaders admit that universal 
principles are involved, they accuse the 
West of using the human-rights issue to 
destabilise their societies and set back 
economic growth. Washington 
correspondent Susumu Awanohara 
explains the US stress on human rights, 
while Michael Vatikiotis reports from 
Kuala Lumpur on the sometimes heated 
Asian response. Contributor Sidney Jones 
charts the growth in Asia of human-rights 
NGOs. Page 16. 


Cover photos by Reuter and Sammy Leung 
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Oil and Farewell 

During Russian Deputy Premier Yuri 
Yarov's visit to Vietnam in late May, Ha- 
noi pressed Moscow for an early dissolu- 





tion of Vietsovpetro — the Russian-Viet- | 


namese joint venture for oil exploration 
and production. The main question still 
separating the two sides is how much Ha- 
noi will pay the Russians for agreeing to 
dissolve the company. In an unrelated de- 
velopment, Vietsov petro is preparing to 


begin exploring for oil in the Thang Long 


(Blue Dragon) field off the coast of south- 
em Vietnam. At the same time Hanoi is 
preparing to offer its last remaining prime 
block for international tender. 


With the Lords' Help 


The Burmese expatriate community in 
North America gathered at the Washing- 
ton headquarters of the advocacy group, 
Freedom House, in early June. They came 
at the invitation of its chairwoman Bette 
Bao Lord, wife of Winston Lord, the US 
assistant secretary of state for East Asian 
and Pacific affairs. Although neither of the 
Lords attended the gathering, a senior State 
Department official and two Congressional 


| Staffers briefed the group. Gen. Bo Mya, 


leader of the Karen National Union on his 
first visit to the US, was also invited to ad- 
dress the meeting. The gathering ended 
with an agreement to present Lord with a 
long list of recommendations for the US 
Government to consider at an inter-agency 
review of Washington's policy towards 
Rangoon. 


Delhi Telly 

Senior executives from US companies 
controlled by Rupert Murdoch are sche- 
duled to visit India later this month to dis- 
cuss the possibility of broadcasting pay TV 
programmes by satellite and other media 
joint ventures. The list of those due to visit 
India between 20 June-2 July has yet to be 
finalised, though sources say Gus Fisher 
from News Corp. and Chase Carney from 
Fox Inc. may be among the group. The 
sources also say that Murdoch has already 
met Amitabh Bachan, an Indian film star 
who is part-owner of TV Asia — a net- 
work aimed at Indian viewers in Europe 
— in the US earlier this month. Murdoch is 


also scheduled to visit India later this year, | 


depending on how much progress the ini- 
tial visit achieves. 


Vacant Expressions 
The apparent near-paralysis in Presi- 


. dent Bill Clinton's White House is demor- 
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alising the State Department. For exam 
a long list of names suggested by t 
Department for ambassadorial p 
around the world — including. so 
embassies in Asia — has been h 
down by the White House. The. 
administration cannot apparet 
whether the posts should. go to 
appointees or career diplomats. Amo 
State Department nominations turn 
down are John Negroponte for the arb 
sadorship in South Korea and William 


Clark for the Philippines. 


Back to the Kitchen 

Vietnam's communist leadership has... 
told Premier Vo Van Kiet that he must con- ^. 
sult the ruling politburo before taking his — 
wife on future foreign visits. The spouses > 
of Vietnamese leaders are rarely seen in 
public, but Kiet's wife raised eyebrows in 
Hanoi by accompanying the premier 





Kiet gets a travel directive. 


around Asean countries in late 1991 and 
1992 and to Australia and New Zealand in . 
May. Kiet is scheduled to continue his dip- 
lomatic offensive later this month with his — 
first trip to Europe, including stops in- 
France, Germany, Britain and Belgium. |. 











Conflict of Interest ] 
As the Clinton administration prepares - 
to face the Japanese for hard negotiations 
on reducing the US trade deficit with Ja- 
pan, the personnel entrusted to do the job .- 
have come under criticism. During a 
closed-door briefing to the Congress about: 
the administration's plan, Republican crit- 
ics pointed out that all the three top offis. 
cials were previously involved in helping 
Japanese firms. For instance, Under-Secre- 
tary of State for Economic, Business and. 
Agricultural Affairs Joan Spero had for the — 
past three years served on the advisory 
board of Toyota Motor Co. (USA). 
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CAMBODIA 


The country’s principal overseas backers are divided over how 
to implement the mandate of the UN-sponsored polls as the 
political factions manoeuvre for advantage 


By Nate Thayer in Phnom Penh 


ver since the UN-sponsored elections 

began in Cambodia on 23 May the 

country has been on a roller-coaster 
ride, between hope and despair, between 
democracy and authoritarianism. 

Not surprisingly, many Cambodians 
are reluctant to believe that the final poll 
results will help produce stability. Given 
the Phnom Penh regime's refusal to accept 
defeat, and the uncertainties created by 
Prince Norodom Sihanouk's short-lived at- 
tempts at coalition building, there is real 
concern that the country may teeter back 
into violence and anarchy. 

The intervention of key foreign powers 
may also be complicating the situation. 
While the US, China, Australia and Britain 
are said to have balked at supporting Siha- 
nouk's idiosyncratic move to form a coali- 
tion government even before the poll re- 
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sults were complete, Japan and France 
supported by Russia — have long fa- 
voured giving the prince strong executive 
powers. The two nations are thought to see 
Sihanouk as the only leader able to pre- 

vent the final collapse of the Paris agree- 
ment. 

The REVIEW has learned Japanese and 
French diplomats secretly met Sihanouk in 
Peking during May to propose that he cre- 
ate an interim government immediately 
after the polls. France also floated the idea 
of initiating early presidential elections in 
order to transfer real power to Sihanouk — 
even though the Paris agreement made no 
mention of such a proposal. Further, diplo- 
mats from some of the UN Security Coun- 
cil's five permanent member states say that 
Tokyo, Moscow and Paris would be “pre- 
pared to turn a blind eye" were an interim 
government to become permanent. 

While the Japanese and French view 
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places the main stress on stability othe 
members of the Permanent Five are wor 
ried that any attempt to set up an interin 
government in Phnom Penh during th 
next two months could violate the terms o 
the Paris accords. Diplomats say the US i 
particularly concerned that such a tempo 
rary arrangement should not become per 
manent. This, US officials argue, would se 
riously reduce the ability of a constituen 
assembly to promulgate a constitution anc 
form a government. 

A senior Phnom Penh-based Permanen 
Five diplomat confirmed, however, tha 
while the US, China, Britain and Australi 
are opposed to an interim governmen! 
they nevertheless accept the need for a 
“interim arrangement." 

"As long as it is interim, and does nc 
curtail the activities of a constituent assem 
bly to draft a constitution and form a ne 
government, we are all in agreement," th 
diplomat said. Nevertheless, he added the 
^we need an interim arrangement to ir 
crease the chances of stability during thi 
transition period." 

Washington laid out its official positio 
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on how to handle the transition in a confi- 
dential US “non-paper,” obtained by the 
REVIEW, the day before Sihanouk’s an- 
nouncement of his short-lived national rec- 
onciliation government. 

“The US is concerned that recent dis- 
cussions among the Cambodian parties 
concerning the immediate formation of an 
interim coalition government in Cambodia 
may lead to a violation of the Paris accords 
and the spirit of the successful election . . . 
We thus want to underscore the impor- 
tance of ensuring that any attempts to forge 
a coalition . . . adhere strictly to the process 
laid down by the Paris accords. In particu- 
lar the constituent assembly must be per- 
mitted to carry out fully its responsibility 
to draft a new constitution and forming the 
new government in Cambodia." 

The document continued by saying the 
US would help "political leaders to estab- 
lish the broadest possible coalition among 
parties that took part in the election . .. We 
must make it clear that this should not in 
any way pre-empt the constitutional as- 
sembly's promulgation of the new consti- 
tution which would detail the structure of 
the new government to be formed. To do 
so would undermine the entire electoral 
process and the transition to democracy 
begun so successfully with last week's elec- 
tion." 

The US position, which reached Si- 
hanouk within hours of his formation of 
the new government, is said to have out- 
raged the prince. Nevertheless, in a radio 
address on 8 June, Sihanouk said he had 
ibandoned the new government largely 
»ecause of US opposition. 

In contrast with the US insistence on 
strict adherence to the Paris accords, France 
ind Japan are said to be searching for ways 
‘© promote a workable power-sharing sys- 
em that could achieve national stability, 
oven if it does not reflect the results of the 
lection. Both countries have long shown a 
willingness to support a Sihanouk-led gov- 
'rnment largely composed of the ruling 
*hnom Penh administration, and even to 
lispense with constituent assembly elec- 
ions, diplomats say. 

"It is the old debate — peace or demo- 
Tracy? Some countries think the situation 
s serious enough that one will have to be 
acrificed for the other. They are saying 
hat Sihanouk must be given real power 
iow, even if it violates the terms of the 
'aris accords," a senior diplomat noted. 

The latest flurry of diplomatic activity 
ollows directly on the Phnom Penh re- 

sime’s refusal to accept the results of the 
ate-May election. Claiming "massive 
raud," and a conspiracy on the part of 
Jntac to install the royalist opposition 
'uncinpec party in power, leaders of the 
uling Cambodian People's Party threat- 
ned military intervention unless they 
vere allowed to retain power. 

Although Untac officials and diplomats 
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dismissed such accusations, the regime's 
reaction triggered a bizarre series of events 
that gravely undermined any hopes that 
the democratic experiment may succeed. 

Initial poll results published by Untac 
show the pro-royalist Funcinpec party re- 
ceived more than 45% of the votes nation- 
wide, against 38% cast for the Phnom Penh 
government. Funcinpec expects to hold ei- 
ther 58 or 59 seats in the 120 seat constitu- 
ent assembly, and would require coalition 
partners to form a government. 

In the immediate aftermath of the poll 
Funcinpec seemed ready to start talks on a 
coalition arrangement in which it would 
hold the senior position. But such talks 
were pre-empted when Sihanouk an- 
nounced on 3 June that he had formed a 
new government and had assumed all ex- 
ecutive powers. Sihanouk's move was in- 
spired, ostensibly at least, by fears that the 
Phnom Penh government would stage an 





Their hopes may depend on foreign powers. 
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NORTH KOREA 


Nuclear 
Jaw-boning 


Pyongyang talks tough 
and keeps options open 


By Nayan Chanda in Hongkong 





t had all the makings of a nuclear 
thriller. After the failure of the first two 
rounds of talks with US officials, the 
North Korean delegation was set to leave 
New York on 6 June. But, with the clock 
ticking towards the 12 June deadline for 
Pyongyang to pull out of the nuclear Non- 
Proliferation Treaty, the North Koreans 
cancelled their flight reservations and 
agreed to hold one last meeting on 10 June. 

Much is hanging on the last round of 
talks at the US mission to the UN. If the 
talks fail to stop North Korea from leaving 
the treaty, the result might not be a nuclear 
Armageddon but there could still be 


, heightened tension in the Korean penin- 


sula and an international confrontation 
with Pyongyang. North Korean with- 
drawal would also deliver a serious blow 
to the non-proliferation regime world wide. 

On the other hand, a last-minute change 


_ of position by the North could open up 


“internal coup" aimed at cancelling the poll | 


results and maintaining itself in power. 

The announcement came as a shock, 
given that Sihanouk had failed to inform 
Untac or the diplomatic community before 
issuing his declaration. Further, he did so 
in the face of objections from Funcinpec 
which is led by his son Prince Norodom 
Ranariddh. 

With a rejection of the new government 
by the party that won the elections, a cool 
reception by Untac and some key foreign 
powers, Sihanouk's plan collapsed within 
24 hours. He then claimed to be unwell 
and retreated to his palace. From this de- 
fensive position Sihanouk refused to meet 
Untac leaders, publicly berated his son and 
announced his astrologer considered it in- 
auspicious for him to take the helm of the 


new avenues for diplomacy. A decision to 
stay in the treaty would not only provide a 
chance to bring North Korea's nuclear pro- 
gramme under full international safe- 
guards, but could signal a thaw in US- 
North Korea relations. 

North Korea has already scored a dip- 
lomatic point by persuading the US to hold 
bilateral talks with it on the nuclear issue. 
Pyongyang has long claimed that its nu- 
clear programme is directly related to the 
“nuclear threat" that the US allegedly 
poses to its security. Its contention that only 
talks with Washington could resolve the 
problem was for a long time rejected by 
the US on the grounds that North Korea's 
participation in the non-proliferation treaty 
is an international matter. 

After a long internal debate, the US fi- 
nally agreed to hold talks with the North 
Koreans — albeit at a lower level than 
sought by Pyongyang. Instead of offering 
talks with the Under Secretary of State Pe- 
ter Tarnoff as wanted by North Korea, As- 
sistant Secretary of State Robert Gallucci 
was sent to New York. North Korean First 
Vice-Minister of Foreign Affairs Kang Sok 
Chu led the Pyongyang delegation. 

The two rounds of talks held on 2 June 


| and 4 June caused dismay on the US side. 


country until his birthday on 30 October. B | 
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Sources in Washington said that the 
American delegation was treated to a 
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lengthy reiteration of known North Korean | AUSTRALIA 


This Land, Our Land 


Keating’s plan on Aborigine rights angers all sides 


positions about the “unjust” nature of the 
treaty. “The North Koreans were adamant 
about their decision to leave the NPT,” a US 
official said. They continued to view their 
nuclear activity as a matter for bilateral dis- 
cussion between Pyongyang and the US 
on the one hand and the US and South 
Korea on the other, he added. 

Another source said that the North Ko- 
reans expected the US to make concessions 
once the meeting room door was closed. 
“The North Koreans may have assumed 
that our public position was disguising a 
more attractive private position. It took a 
couple of days to convince them that what 
they had read about in the newspapers was 
actually our position.” 

The US indicated that it was willing to 
consider any legitimate security concerns 
that North Korea might have. This could 
include stopping the annual military exer- 
cise with South Korea and even working 
out arrangements for North Korea to in- 
spect US military bases in South Korea. To 
obtain these concessions, North Korea 
would have to return to the treaty and ac- 
cept full safeguard inspections by the In- 
ternational Atomic Energy Agency. 

Some analysts are pessimistic about 
North Korea actually reversing its decision 
to quit the non-proliferation regime. “They 
may have boxed themselves in,” said one 
Washington analyst. However, a Korea 
specialist said that this type of brinkman- 
ship is typical of North Korea’s negotiating 
style. “I guess they will hold the tough line 
till right up to the last minute and then 
they'll make the concessions that they need 
to make to veer away from the cliff." In 
1991 North Korea maintained a belligerent 
opposition to joint South and North Ko- 
rean membership of the UN, reversing its 
stand only at the very last moment. 

A muddy outcome to the last round of 
talks with North Korea is not ruled out. 
Pyongyang has hinted that, while it is de- 
termined to leave the treaty, it may con- 
tinue to allow inspection of its nuclear in- 
stallations. A small Russian-made research 
reactor in North Korea has been under in- 
ternational safeguard since long before 
Pyongyang joined the treaty. If Pyongyang 
treats this as a precedent for inspection 
outside the treaty, a confused situation 
would be created in which its commitment 
to non-proliferation would be doubtful. 

With that possibility in mind, the atomic 
energy agency announced on 7 June that 
while comprehensive inspections will cease 
to operate once North Korea's membership 
of the treaty lapses "we may be able to 
negotiate with them some inspection re- 
gime based on agreements from the mid- 
1970s." Having some facilities under safe- 
guards is better than no safeguards at all, 
even if that means letting Pyongyang keep 
some installations out of sight of interna- 
tional monitors. * 
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By Jacqueline Rees in Canberra 

aul Keating is caught between a rock 
p and a hard place. During the March 
election campaign, the prime minis- 
ter made emotional promises to speed up 
reconciliation between the country's Abo- 
rigines and the mainly European settler 
population — the most emotive issue be- 
ing Aboriginal land rights. Early this 
month he offered a compromise formula 
on land titles which angered both the Abo- 
rigines and the mining interests and also 





p OR 
Keating: caught in a political dilemma. 


left the dissatisfied. 

Canberra's proposal was in response to 
last year's landmark High Court decision 
— called the Mabo decision — which for 
the first time recognised the Aborigine 
right to land titles. Eddie Mabo, an Abo- 
rigine, launched a case more than 10 years 
ago to establish that the land on Murray 
Island in the Torres Strait, seized by Euro- 
pean settlers, belonged to his people under 
Australian common law. Until the Mabo 
decision — the plaintiff died before the 
court ruled in his favour — Australian law 
had maintained that the country was “va- 
cant land" when European settlement be- 
gan 200 years ago. 

The amount of land subject to native 
title under the Mabo decision is enormous 
— including between one-third and half of 
Western Australia, about one-third of 
Queensland and three quarters of the 
Northern Territory. A government com- 
mittee spent 11 months studying the im- 
pact of the court's verdict. Canberra has 
now proposed legislation to exempt leases 
granted before the end of this month from 
the implications of the Mabo decision. Un- 
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der the draft law, the land will return t 
the Aborigines when the leases expire. 

Keating's proposals drew angry re 
bukes from both Aboriginal leaders an 
the mining and pastoral industries, neithe 
of whom felt confident their own position 
were any closer to being protected by th 
government's stand. 

Aboriginal leader and Human Right 
Commissioner Mick Dodson said Keating’ 
plan failed to reflect a desire for peace wit 
the Aboriginal people. "Aboriginal peopl 
aren't just about real estate," Dodson saic 
“We have inherent rights that have to b 
respected. " 

Australia's fragile state-federal relation 
have also taken a pounding from the Mab 
decision, with mining and pastoral domi 
nated states like Western Australië 
Queensland and the Northern Territory 
threatening further legal action because c 
possible delays in, or even the prohibitio 
of, mining and pastoral developmen 
through large tracts of their states. 

In its Mabo decision, the High Cour 
said that native title survived the acquisi 
tion by white settlers and ruled that ; 
could not be taken away without compen 
sation. To further complicate matters, th 
court said that any of Australia's six state 
could take away native title "as the 
please," so long as they did not break fed 
eral laws such as those on racial discrimi 
nation. 

Reactions to the ruling were intense 
Mining interests pointed out that Austra’ 
ia's exports would be seriously jeoparc 
ised: minerals account for 51% and the rv 
ral sector for 29% of merchandise exports 

For their part, Aboriginal people saw i 
Mabo a chance to regain a dignity and seli 
respect and a right to land which often hel. 
deeply spiritual significance for ther 
However, they were disappointed whe: 
Keating earlier this year endorsed a mov 
by the Northern Territory government t: 
"legislate against the Mabo maze" in th 
case of a silver-mine lease in that state 
Keating's new proposals give Aborigine 
the right to veto developments after 3 
June, but stop short of agreeing to overrid 
recalcitrant states which fail to provid 
proper compensation or recognise the vet 

Some Aboriginal leaders are still hor 
ing the historic High Court decision can b 
used to advance the cause of reconciliatio: 
between Aborigines and other Australian: 
"We have an opportunity we must nc 
squander,” Aboriginal leader Loi 
O'Donoghue said. I 
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JAPAN 


Shadow 
Boxing 


Reform debate mirrors 
LDP power struggle 


By Robert Delfs in Tokyo 


ore is at stake than meets the eye in 
Japan's increasingly fierce battle 
over political reform. The ostensi- 
ble purpose of the reform debate, which is 
supposed to end before parliament ad- 
journs on 20 June, is to find a way of 
phasing out the corruption-prone multiple 
constituency system on which lower house 
elections are based. In- 
creasingly, though, it 
looks as if the issue has 
become an excuse for a 
power struggle be- 
tween two major 
power blocs within the 
ruling Liberal Demo- 
cratic Party (LDP). 

The protagonists 
are Prime Minister 
Kiichi Miyazawa and 
former prime minister 
Yasuhiro Nakasone, 
whose championing of 
the anti-reform cause 
could just possibly 
catapult him back into 
office after five years in 
semi-retirement from 
active politics. Given 
Nakasone’s increasingly nationalistic 
stance, the contest could have an immense 
impact on Japan's political future and the 
shape of US-Japan relations in the years to 
come. 

Even if he has no chance of actually re- 
turning to power, Nakasone may be able 
to use the reform issue to bolster his claims 
to be regarded as one of the Lpp’s elder 
statesmen. "Miyazawa is now serious 
about political reform, but Nakasone's 
power depends on preserving the present 
political system," explained Asahiko 
Mihara, a two-term LDP MP. “At the age of 
78, having already served five years as 
prime minister, Nakasone has no way to 
survive once the LDP seniority system is 
changed.” 

Nakasone himself has generally 
ivoided the spotlight in recent weeks, but 
1e has left no doubt about his opposition 
o political and electoral reform, nor about 
us intention to exploit this issue to facili- 
ate his own re-emergence as a national 
eader. 
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Nakasone is well placed to exploit 
the reform issue. 


Nakasone's hard line on reform seems 
designed to appeal to the large body of 
MPs who want to cling to the status quo, 
but is also based on the notion that failure 
to tackle the issue will fatally weaken Mi- 
yazawa. 

"Nakasone wants to force Miyazawa to 
step down and establish a new cabinet 
headed by himself or by someone else 
whom he can control," political commen- 
tator Minoru Morita told the REVIEW. Mi- 
yazawa will be forced to take responsibil- 
ity if the LDP's General Affairs Council fails 
to agree on a compromise bill. 

One of the factors favouring Nakasone 
in the looming power struggle with Miya- 
zawa is that he appears to be taking a 
longer-term view of the issues. Miyazawa's 
strongest wish is to remain as prime minis- 
ter long enough to host the Group of Seven 
summit next month, an LDP insider told 
the REVIEW. "After that, he doesn't care. 
He might even just resign." 

But 

~ long-term strategy, ac- 
cording to Morita, is to 
utilise Japan's intensify- 
ing confrontation with 
the US to build a new 
rationale for continua- 
tion of the LDP's one- 
party rule. This would 
be a complete reversal 
of the role played by 
the LDP since its found- 
ing, which was to act as 

a guarantor of Japan's 

strategic alliance with 

the US. 

"This is national- 
ism," Morita says. "Mi- 
yazawa believes Japan 
can deal with the post- 
Cold War era by mak- 

ing gradual adjustments without any radi- 
cal changes. But Nakasone wants to change 
Japan to respond to the post-Cold War 
world. Under the new world order, the LDP 
will exploit the rising sense of nationalism 


to confront the US in order to maintain its | 


one-party rule." 


While the real struggle between | 


Nakasone and Miyazawa may be about 
foreign policy, the dispute is being fought 
out in an argument over the technicalities 
of constituency reform. 

Political reform opponents within the 
ruling party have adopted the tactic of sup- 
porting the LDP's original electoral reform 
bill, which would replace the present sys- 
tem of multiple-member electoral districts 
with 500 single-member constituencies. 

This proposal would so severely dis- 
advantage opposition parties that it could 
never pass the opposition-dominated 
Upper House, so supporting the original 
bill in preference to a compromise plan 
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MONGOLIA 


Toppling 
Goliath 


President switches parties 
to win re-election 





By Peter Hannam in Ulan Bator 
his week’s first direct presidential 
elections in Mongolia should have 
been a Goliath and David affair. The 


| ruling ex-communist Mongolian People's 


Nakasone's | 





Revolutionary Party (MPRP) controls almost 
all the seats in parliament and counted 
incumbent president Punsalmaagiyn 
Ochirbat, among its numbers. 

Arrayed against the MPRP was a single 
disorganised and near destitute democratic 
coalition still bruised from last year's par- 
liamentary defeat and lacking a candidate 
of stature above the minimum presidential 
age limit of 45. That at least was the situa- 
tion until April, when the MPRP's caucus 
opted to dump the 52-year-old incumbent, 
nominating Lodongiyn Tudev, the editor- 
in-chief of the party's conservative news- 
paper, Unen. 

The move has proved a major blunder, 
one that could ultimately help to break the 
seven-decade lock on power of the MPRP. 
The democrats were more than happy to 
nominate the liberal Ochirbat as their can- 
didate, and preliminary results from the 6 
June poll indicate he is likely to win at least 


. 60% of the valid votes. 


The coalition’s victory — and the 
MPRP’s first defeat since democratic re- 
forms in 1990 ended Mongolia’s one-party 
state — had much to do with a strong 
popular desire for stability at a time of jolt- 
ing economic change as the country strug- 
gles to implement painful pro-market re- 
forms. 

“There’s no point changing horses,” 
says Jamtsaringyn Sharuu, 64, a coopera- 
tive chief from the eastern steppe province 
of Khentiy. “If [the MPRP's] Tudev was 
elected, we'd face a loss of time." 

Although the post is largely symbolic 
— the MPRP's grip on parliament neutral- 
ises the president's veto powers — the elec- 
tion exposed deep cracks in the party. 

Indeed, the MPRP’s party discipline may 
prove the biggest casualty from the poll. 
Faced with what seemed to be two MPRP 


. candidates, local party chiefs in rural areas 


is an effective way of opposing any | 


change. 
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appear to have deferred using their con- 
siderable influence to sway support in fa- 
vour of Tudev. Encouraged to make up 
their own minds in this election, voters 
may be less inclined to follow the MPRP's 
advice the next time. u 
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INDIA 

Ban Overturned 

India’s Unlawful Activities 
Tribunal on 4 June struck 
down the ban imposed by 
Prime Minister P. V. 
Narasimha Rao’s government 
last December on two Hindu 
nationalist organisations. A 
ban on a third group was 
upheld. The bans were 
ordered in the wake of the 
demolition of the disputed 
mosque at Ayodhya. All three 
bodies are linked to the Hindu 
nationalist opposition 
Bharatiya Janata Party. 


Homes Demolished 


Maharashtra state police on 4 
June demolished houses in 
Manibeli village, the first 
settlement likely to be 
submerged in the controversial 
Narmada River water and 
power project. Hundreds of 
tribal people have vowed to 
stay put in Manibeli in protest 
against the evacuation. 


CHINA 
Consulate Opened 


For the first time since the 
Vietnamese communists 
reunified the country in 1975, 
China in late May opened a 
consulate in Ho Chi Minh 
City, home of about half of 
Vietnam's estimated 1 million 
ethnic Chinese. Chinese troops 
have also begun clearing the 
estimated 1 million land mines 
laid on the Chinese side of the 
Sino-Vietnamese border when 
the two countries fought a 
brief border war in 1979, 
according to China's official 
news agency. 


Fatal Conservation 


In the run-up to World . j 
Environmental Day, China 
reaffirmed a ban on the rare- 
animal trade and sentenced" 
two panda poachers to death. 
A state council circular ; 
restated a ban on trading . 
rhinoceros horns and tiger * 
bones commonly used in 
Chinese medicines. In Canton, 
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Chinese immigrants don't quite reach New York. 


two Sichuan peasants were 
shot and their accomplices 
imprisoned for life for selling 
giant panda skins. 


TAIWAN 
Split Chamber 


The Taipei chapter of the 
American Chamber of 
Commerce has announced it 
will end its affiliation with the 
US Chamber of Commerce in 
a disagreement over the US 
Chamber's position on 
intellectual property rights. 
The US body recommended 
including Taiwan on the 
Special 301 "priority watch 
list" in April this year without 
consulting its Taipei affiliate. 


No Training 

The French Government has 
announced that it will not 
send Mirage fighters to 
Taiwan to train Taiwanese 
pilots. It will, however, 
provide training in France 
prier to-delivery of 60 Mirage 
jet fighters beginning in 1995. 





VIETNAM ..^ 
Monks Arrested 


ietnamese police have 
arrested three Buddhist monks 
allegedly involvedin 
organising a sit-in protest 


. during which a police vehicle 


was Overturned and burned 


on 24 May in the central 
coastal city of Hue. Official 
press reports also quote the 
wife of the man who 
immolated himself in the city 
on 21 May as saying that “his 
death was caused by a family 
quarrel, not by any religious 
motives.” 


SOUTH KOREA 
New Corruption Probe 


Former defence minister Lee 
Jong Ku and other senior 
officials from former president 
Roh Tae Woo's administration 
are under investigation for 
corruption and have been 
barred from leaving the 
country. Lee and Kim Chong 
Whie, a former national 
security aide to Roh, are under 
suspicion of taking bribes from 
foreign arms suppliers. 


PAKISTAN 
Peacekeepers Killed 


An emergency session of the 
UN Security Council on 6 June 
called for the arrest, — *- 


prosecution and trial of * : ‘© 
gunmen responsible for attacks . 


in the Somali capital 
Mogadishu the previous day 
which killed 23 Pakistani UN 
peacekeepers and wounded 
50. At least 20 Somalis were 
reported killed and more than 
100 people, including three US 
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servicemen, were wounded in 
the fighting. On 7 June, 
Pakistani troops shot dead at 
least two more Somali 
gunmen after their military 
base was attacked. 


UNITED STATES 
Immigrants Aground 


A freighter smuggling nearly 
300 illegal Chinese immigrants 
into New York ran aground 
on Long Island on 6 June. At 
least eight people were killed, 
16 were seriously injured and 
as many as 30 were missing 
after 265 were taken into 
custody. About 2,000 illegal 
Chinese immigrants have been 
detained on similar ships this 
year, up from 613 in 1992 and 
20 in 1991, according to the US 
Coast Guard. 


THAILAND 

Staying On 

Thais were one of the largest 
groups of illegal immigrants 
overstaying their visas in 
Japan in 1992, according to the 
Japanese Embassy in Bangkok, 
The embassy on 7 June said a 
total of 97,568 Thais entered 
Japan during the year and 
53,219 overstayed. Most of the 
28,756 women and 24,463 men 
were found to be working 
illegally, with the women 
mainly involved in the 
entertainment and sex 
industry and the men in 
factories. 


Female participation in 
Singapore’s workforce 
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The core technology of the gas turbine 


that powers famous Boeing and Airbus aircraft, 


also generates power for off-shore drilling rigs, 


and pumps gas and oil prodigious distances. 
The gas turbine is the RB211, designed and 
developed by Rolls-Royce, and employing 
unique technology. 

| Rolls-Royce strengths go far beyond 








turbines, however. The company is a major 
force in a broad range of industries, designing 
and engineering products as diverse as 
generators, switchgear, nuclear, marine and 
mechanical handling equipment. Names such 


as Parsons, Peebles, Reyrolle, Thompson, 





are just some of 
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TAIWAN 


Up and Running 


Opposition defines the style of the new legislature 


By Julian Baum in Taipei 


aiwan's opposition MPs are learning 
i new tricks. During a recent overtime 
session, Democratic Progressive 
Party (DPP) member Frank Hsieh took over 
the rotating chairmanship of a legislative 
committee promptly at midnight. As most 
of the ruling party deputies had already 
gone home, Hsieh found himself with a 
windfall majority. 

He seized the moment, and quickly got 
the remaining deputies to vote to cut hun- 
dreds of millions of NT dollars from the 
budget of the Government Information Of- 
fice. Although the funds were later restored 
in plenary session, where the ruling 
Kuomintang (KMT) has a majority, the 51- 
strong opposition had again demonstrated 
its ability to snipe at the government in the 
161-seat house. 

Once notorious for its brawls and fist 
fights, Taiwan's legislature is now the 
scene of an even more intensive daily 
struggle. On one side is a ruling party tied 
to bureaucratic interests and bearing the 
burden of the KMT’s long commitment to 
unity with China, while on the other is an 
opposition that says it puts Taiwan first 
and favours independence. The resulting 
drama plays itself out each night on the 
television evening news, as lawmakers 
question ministers and haggle — even oc- 
casionally scuffle — over the dozens of bills 
now under review. 

The session that opened in March is the 
first of what is only Taiwan’s second legis- 
lature. The previous legislature was first 
elected in China in 1947 and held some 90 
sessions until it adjourned early this year. 
One important difference is that the KMT 
no longer dominates the work of special- 
ised committees, which previously had lit- 
tle importance anyway. As Hsieh demon- 
strated in his assault on the government 
»udget in May, the DPP now has access to 
«ey posts and occupies a co-covenor seat 
or each committee. 

The party has lost no time in making 
‘apital out of its new opportunities, partly 
hanks to such star parliamentary perform- 
'rs as Chen Shui-bian and Shih Ming-teh. 
sven KMT lawmakers give the opposition 
leputies high ratings, while the United 
Jaily News — the newspaper identified 
vith the conservative wing of the KMT — 
ias noted that DPP deputies are more con- 
cientious than their KMT counterparts. 

"This legislature has proved to be much 
etter than the old one,” said John Kuan, a 
reshman KMT lawmaker and veteran party 
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"d 
Lien has to face legislator's questions. 


official. "I would say that 30-40% of the 
members are trying very hard to prove 
they are diligent and serious public ser- 
vants." 

But Kuan says he is disappointed with 
his own party's performance, saying "the 
KMT needs to be more democratic and 
prove . . . it is capable of representing the 
people and competing with the DPP.” 

One ruling-party splinter group, the 
New KMT Alliance faction, has gone so far 
as to openly criticise the central party lead- 
ership. It has even sided with the opposi- 
tion — à remarkable crossing of ideologi- 
cal boundaries that would have been un- 
thinkable a year or two ago. 

A problem affecting the ruling party's 
image is that a large number of KMT law- 
makers are prone to absenteeism. Accord- 
ing to legislative aides, some of these legis- 
lators must devote much of their time to 
raising funds. 

Opposition whip Chen Shui-bian wryly 
notes that as some KMT deputies incurred 
huge costs in getting elected last Decem- 
ber, they now have to devote much of their 
time to personal affairs. "Many spent 
NT$200-300 million [US$7.5-11.5 million] 
and a few as much as NT$500 million. 
They have to pay back their campaign bills 
he said. With no clear-cut political ethics 
rules in Taiwan there is little to restrict 
members serving on corporate boards or 
prevent them lobbying on behalf of friends 
and family." 

One result of the opposition's hyperac- 
tive parliamentary style has been to so pre- 
occupy the government with the legisla- 
tive process that little else gets accom- 
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plished. Since the legislature opened in 
March, Premier Lien Chan and the rest of 
the cabinet have been required to spend at 
least two days a week waiting to answer 
lawmakers' questions. Each lawmaker has 
the right to take one hour to ask questions 
at the beginning of each half-yearly session, 
a right barely exercised in the past. 

"This right to put à question to minis- 
ters is a constitutiofal right,” said KMT 
deputy speaKer-Wang Jin-pyng."But the 
system is not very efficient. Now the KMT 
and opposition are trying to negotiate a 
way out ofthis dilemma." . , | 

One solütion may be to limifmuestions 
to policy issües, eliminate many trivjalvof 
personal queries and to have party or faé- 
tion representatives pool questions, Wang 
says. "This system, has to be changed,” 
agreed Chen, the DPP's whip. Chen pro- ` 
poses reducing the question time to 30 
minutes each to accommodate the busy 
schedules of cabinet officials. 

Independent lawmaker Lin Cheng- 
chieh describes the new legislature as a 
"pachinko phenomenon," referring to the 
Japanese pinball game popular among Tai- 
wanese. "We are busy with a lot of useless 
activities," Lin said. But he thinks that min- 
isters’ might just as well spend their time 
listening to MPs. "Even if they went back 
to their offices they would spend most of 
their day in pointless meetings and still 
have no clear ideas about public policy," 
Lin says. 

President Lee Teng-hui has instructed 
ruling party members to open negotiations 
on the shortening of question time. But a 
source close to the president says that the 
legislature is where he would like to see 
compromises reached with the opposition 
on domestic policy issues. If so, there are 
plenty of opportunities. 

The current session has just completed 
its review of the government budget and is 
beginning to consider a long list of contro- 
versial legislation. One item that has 
sparked popular interest is a bill requiring 
government officials to make public their 
personal assets. Another is a priority bill to 
restructure the nation's top intelligence 
agency, the National Security Council. 

Meanwhile, more than two dozen 
deputies have declared their interest in 
running in November for the 21 county 
magistrates’ posts which represent the 
apex of political power outside Taipei. By 
proposing hundreds of special-interest 
bills, highlighting allegations of wrong- 
doing in government and generally help- 
ing supporters gain access to bureaucratic 
favours, they hope to build their political 
reputations in the next few months, 

As they do so, the legislature’s own 
reputation is also at stake. “The expecta- 
tion is that we will create a new image for 
the legislature,” said deputy speaker 
Wang. “But our efficiency leaves much to 
be desired...” Li 
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bour in India and suppression in Tibet have become issues of international contention. 


HUMAN RIGHTS 


Human rights may be absolute but Asia and the West differ on 
how they should be implemented. The result could be a collision 


at this month’s UN conference. 


By Susumu Awanohara in Washington, 
Michael Vatikiotis in Kuala Lumpur and 
Shada Islam in Brussels 


The Cold War is over, but 
a new East-West confron- 
tation is brewing. This 
time the struggle is about 
principles rather than rival 
political systems and the 
contenders are nominal friends and allies. 
For all that, the human-rights debate be- 
tween the West and an economically re- 
surgent Asia is showing signs of getting 
out of control. Tensions between the two 
sides look set to flare this month at the 
huge World Conference on Human Rights 
in Vienna, the first such conference in 25 
years. 

Some East Asian governments have 
already accused Washington and the West 
of trying to impose on them alien values 
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derived from "post-Renaissance liberal 
Western traditions," as Mahamad Jawhar 
Hassan of the Malaysian Institute of Stra- 
tegic and International Studies put it re- 
cently. There are moves in Asia to add to, 
if not completely rewrite, the 45-year-old 
Universal Declaration of Human Rights. 
And, in preparation for the 14-25 June 
Vienna conference, some in the region 
have been fashioning an alternative defi- 
nition of democracy which factors in 
Asian values. 
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-Vienna Showdown 


The US delegation to the world confer- 
ence is going to Vienna in an equally com- 
bative state of mind. Led by State Depart- 
ment Counsellor Timothy Wirth and 
Assistant Secretary of State for Human 
Rights John Shattuck, the delegation’s top 
priority is to have all conference partici- 
pants reaffirm the universality of human 
rights in a final declaration. But “the road 
to that reaffirmation is complicated .. . we 
are very deeply committed to not having 
an erosion occur,” Shattuck told the press 
on 2 June. 

Having watched exhilarated via live 
television broadcast as the Berlin Wall was 
dismantled and a Soviet military coup was 
overpowered by democratic forces, official 
and non-governmental human-rights ad- 
vocates in the West are more convinced 
than ever of the universal validity of their 
values. They want these values to be reiter- 
ated and enshrined in a Vienna declaration. 
But having achieved economic develop- 
ment under their own social and political 
systems, Asian governments are not ready 
to accept all Western notions of human 
rights. 
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Squabbles among diplomats over the 
wording of a conference declaration 
probably will not precipitate a major crisis 
in relations between Asia and the West. 
But at a time when ethnic and religious 
tensions in Asia remain a source of con- 
cern — and tragically often violence — 
and when trade conflict is on the rise, 
sharp differences over human rights will 
add a new and unwelcome complicating 
factor in Asia’s relationship with the 
West. 

Indeed, differing perceptions of human 
rights have already j cin to sour relations. 
Through an executive order, President Bill 
Clinton has attached human-rights condi- 
tions for the first time to China's most- 
favoured-nation (MFN) trade status. His ac- 
tion was less severe than many Americans 
had wanted, and how rigorously he will 
implement it is unclear. But Clinton's MFN 
decision does mark a departure from pre- 
vious unconditional re- 
newals. 

The Clinton administra- 
tion has also stepped up 
criticism of Indonesia's 
rule over East Timor and 
come closer to withdraw- 
ing preferential tariffs for 
Indonesian products be- 
cause of alleged worker- 
rights violations. The US 
may soon dispatch an am- 
bassador to Burma — a 
position kept vacant in 
protest against its human- 
rights abuses — but may 
also sponsor a UN em- 
bargo against arms sales to 
that country. 

In addition, the US has 
warned Pakistan that it 
may be branded a terror- 
ist state and have to suffer the conse- 
quences. It suggested to India that unless 
its abuses cease in Kashmir, US military 
sales may be stopped and joint naval 
exercises cancelled. Moves are afoot in 
Congress to further restrict aid to undesir- 
able countries and human-rights condi- 
tions in Tibet, Vietnam and North Korea 
have become an issue. 

Spurred by the European Parliament, 
trade unions and local non-governmental 
organisations (NGOs), meanwhile, the EC 
too is ready to take more forceful actions 
against the world's human-rights violators. 
And both the US and Europe see Asian 
governments as the leaders of a Third 
World revolt against universal human- 
rights principles. 

For their part, Asian countries met in 
Bangkok in March to prepare their input 
into the Vienna Final Declaration. There 
were similar meetings among African and 
Latin American countries to draft “regional 
leclarations" to be presented at the Vienna 
conference. Comparing the three regional 


17 JUNE 1993 


documents, Japanese Ambassador to the 
UN Shunji Maruyama says: "It is clearly 
the Bangkok Declaration that insists most 
stronglv on non-interference in internal 
affairs and on such objectives as economic 
development." 

The Bangkok Declaration is seen in the 
West as retrogressive and reprehensible. In 
a key passage, the declaration said that 
while human rights are universal, “they 
must be considered in the context of a 
dynamic and evolving process of interna- 
tional norm-setting, bearing in mind the 
significance of national and regional par- 
ticularities and various historical, cultural 
and religious backgrounds." 

The US position at Vienna looks to be 
equally uncompromising. An internal US 
memo says that Washington must "guard 
against efforts to 'particularise human 
rights." It warns that "vocal human-rights 
violators could undermine the success 





The Dalai Lama with Clinton, who links human rights with China's MFN status. 
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of the World Conference" with attempts 
Lo: 

> dilute universal recognition of human- 
rights standards by emphasising a "variety 
: contexts" to justify exceptions; 

> deflect international scrutiny from poor 
human-rights records by claiming that 
such scrutiny constitutes a violation of na- 
tional sovereignty; 
> subordinate civil and political rights to 
economic, social, cultural and "develop- 
ment" rights; 
> make human-rights improvements de- 
pendent on availability of economic aid. 

In the American mind, vocal human- 
rights “particularisers” and “violators” are 
found largely in Asia. At a recent pre- 
paratory conference in Geneva in April, 
the US chief delegate Kenneth Blackwell 
complained of “no more than a dozen 
countries . . . that are hell-bent on derail- 
ing the [Vienna] conference” and causing 
a “disastrous free fall.” US officials rank 
China, Indonesia, Pakistan and sometimes 
Singapore, along with Syria and Yemen, 
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among the “worst” group and place 
Malaysia, Burma and India in the 
“unhelpful” category. In contrast, Japan, 
South Korea and the Philippines, which 
tend to take “correct” positions are con- 
sidered by the US to be more constructive, 
albeit too hesitant to criticise other Asians 
publicly. 

Work at the April Geneva conference 
to prepare a draft of the Final Declaration 
for Vienna bogged down “around a de- 
bate on the hierarchy of documents and 
their status,” as US delegate Blackwell said 
at the time. Even after the two-week 
gathering was extended by an extra week, 
it barely managed to produce a draft 
text, and much of that document was en- 
closed in brackets signifying disagree- 
ments. If these brackets cannot be elimi- 
nated, there may not be a Final Declara- 
tion at Vienna. 

One explanation for the US’ revived in- 
terest in democracy and 
human rights is that the 
collapse of the Soviet Un- 
ion reduced the need for 
Washington to prop up au- 
thoritarian regimes, and 
condone their abuses in an 
effort to maintain an anti- 
Moscow alliance. As Clin- 
ton said during the presi- 
dential election campaign, 
forbearance for China's re- 
pressive ways "might have 
made sense during the 
Cold War. But it makes nó 

"sense... when our [Soviet] 
opponents have thrown in 
their hand." The same is 
argued for non-communist 
regimes. 

Having dealt with the 
US from key positions in 
the South Korean Government, president 
of the Seoul Forum for International Af- 
fairs Kim Kyung-Won suggests that the 

US sometimes uses human rights and 

democracy as a lever to extract conces- 
sions in unrelated areas. This tendency 
may increase as the US' relative economic 
and military position in Asia declines, he 

Says. 

Some Washington insiders go further, 
pointing to what looks like cleavage of the 
protectionist and human-rights lobbies in 
the US. A former Bush administration offi- 
cial told the REVIEW that human-rights ac- 
tivists are aware that abuses in countries 
with high levels of foreign investment tend 
to attract the attention of protectionist- 
minded legislators. 

The former official gave as one example 
the targeting of labour rights in sports-shoe 
factories in Indonesia. "They went after 
these particular factories even though con- 
ditions compared favourably with other 
factories in Indonesia," he said, adding that 
there was a sizeable lobby in the US which 
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It’s the darndest thing. Airline executives, 
who invest millions of dollars in aircraft, 
like to feel that your company’s going to be 
around for a while. It's a 
fair business question. 


Airline executives won't buy 


| a And when the question 
an aircraft from a company 
P comes up, we like to 
with a shorter life expectancy 


answer it by pointing 
than the aircraft. E | 
across the tarmac to our 
new MD-90. 

What's the connection? Well, this is the 
aircraft with the lowest noise and emission 


rating in its class. In the world. An air- 


craft built with the intention 
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years and years to come. And that means 
twenty-five years from now, this aircraft 
will still be a smart, tough, viable competi- 


tor. Just like its creator. 
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wanted to protect American shoe makers. 

While Asians are suspicious of the link 
between human-rights advocacy and pro- 
tectionism, resistance to US policy may 
have been stiffened by Western media 
coverage of high-profile human-rights 
issues in the region. Western outrage at the 
refusal of Burma to implement the results 
of the 1988 elections, the bloody 1989 
Tiananmen Square protests in Peking or 
killings of unarmed civilian mourners by 
Indonesian soldiers in East Timor in 1991 
have all met less than total concurrence in 
Asia. 

Asia has some institutional weaknesses, 
too. As one Japanese delegate to the Bang- 
kok meeting stated: "The degree of adher- 
ence to UN human-rights convenants by 
Asian states is near the bottom of the UN's 
list of regions." Euro MP Marlene Lenz 
points out that “Asia still lacks a regional 
institution to support and promote human 
rights which other regions have." 

On the Western side of the debate 
human-rights advocacy is often less 
monolithic than may appear at first sight. 
Clinton said during last year's election 
campaign that he wanted to promote 
democracy and human rights together 
"because democracies are more likely to 
respect civil liberties, property rights and 
the rule of law." 

In fact, Clinton was trying to bring to- 
gether two rival positions within his 
Democratic Party. The first is a group of 
liberal Democrats who were associated 
with "human-rights president" Jimmy 
Carter in the late 1970s; they are primarily 
interested in protecting the individual per- 
son from abuse. The other group is a 
loosely knit circle of conservative Demo- 
crats — known as "Neocons" for "neo- 
conservatives"— who have been more in- 
terested in democratisation, arguing that 
only by building democratic institutions 
would human rights be protected in the 
long run. The liberals said the Neocons 
were soft on right-wing dictatorships, 
while the Neocons accused the liberals of 
being loud but ineffective, and soft on 
communism. 

In Europe, too, views differ on how 
hard to press Asian governments. To pun- 
ish Indonesia, Portugal is blocking a plan- 
ned new EC trade and economic coopera- 
tion pact with Asean. Loath to let its rela- 
tions with Asean suffer, however, the EC is 
working around the problem by enlarging 
the current EC-Asean pact and putting the 
new pact on ice. 

The East Timor case underscores the 
power of human-rights issues to divide, 
not only advocates from offenders, but also 
the advocates themselves. Despite that, 
arguments over human rights are likely to 
drive an ever deeper wedge between the 
West and the most successful practitioners 
of Western capitalism in what used to be 
known as the developing world. B 


HUMAN RIGHTS 


Cultural Divide 


East Asia claims the right to make its own rules 





By Michael Vatikiotis in Kuala Lumpur and 
Robert Delfs in Tokyo 


The shooting of civilian 
mourners in an East Ti- 
morese cemetery by the 
Indonesian army in No- 
vember 1991 offered the 
West an irresistible oppor- 
tunity to pressure an Asian government on 
its human-rights record. Less certain was 
whether what the West did had any mean- 
ingful impact on Indone- = 
sia. 

Soon after the 12 No- 
vember massacre, two 
Western donor countries 
— the Netherlands and 
Canada — suspended 
aid to Indonesia. Jakarta 
responded by cutting 
links with the consor- 
tium of Western donors 
of aid to Indonesia. It 
then organised a new 
grouping, excluding the 
Netherlands. 

Indonesia is not the 
only Asian country 
which thinks it can af- 
ford to shrug off human- 
rights pressures. Asked 
whether the Malaysian Government would 
be mindful of the Western reaction if the 
military was used to impose federal rule 
on the two opposition states of Sabah and 
Kelantan, a former senior cabinet minister 
replied: “The foreign press would make a 
fuss for a while, but foreign investors 
would see it as the restoration of order.” 

These two instances — one actual the 
other hypothetical — illustrate the paradox 
which lies at the heart of the West’s new 
crusade in Asia. While the stridency of 
Western rhetoric has intensified in advance 
of the world conference on human rights, 
there are scant signs that any Western gov- 
ernment is willing or able to apply effec- 
tive economic or political pressures over 
the issue. 

Nevertheless, governments in Southeast 
Asia have responded to the Western 
agenda with equal stridency. Citing dis- 
tinctive values and the right to settle their 
own political destinies, the Asean states 
have led the charge against what they 
claim is an attempt by the West to impose 
an alien ideology. “Most of Asia does not 
want to be Western. Asia is economically 
successful. We can’t be pushed around. We 
feel culturally more confident,” a senior 
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Mahathir questions the motives 
of Western nations. 


Asean official told the REVIEW. 

Some Asean leaders have done more 
than just dismiss Western pressures. Ma- 
laysian Prime Minister Datuk Seri Ma- 
hathir Mohamad accuses the West of using 
the human-rights policy as a tool of de- 
pendency. He points to the chaos the strug- 
gle for democracy has brought to the 
former communist states of Eastern Eu- 
rope, forcing them, as he puts it, to beg for 
aid from the West. “This is what the West 
wants — not democracy, not free trade and 
not human rights,” he 
said in a recent speech. 

While Mahathir ac- 
cuses the West of want- 
ing to sabotage East 
Asia’s economic success, 
a more common reaction 
among Asian leaders has 
been to argue that cul- 
tural and political differ- 
ences entitle Asia to take 
up distinctive positions 
on human-rights issues. 
The region’s think-tanks 
have already coined a 
phrase to describe this 


approach: situational 
uniqueness. 
Other East Asian 


spokesmen have per- 
formed contortions trying to suggest that it 
may be possible to agree with the West on 
human-rights principles while disagreeing 
on how they are applied in detail. “I don’t 
think we are trying to run away from the 
universality of human rights,” said S. 
Wiryono of the Indonesian Foreign Minis- 
try. “However, I think it is realistic to be 
cognizant of the fact that there is algo di- 
versity.” 

When Asian leaders argue for hut n- 
rights diversity the bottern line may!ap- 
pear to be a desire to delink the is$ue from 
trade and aid. But there is also deeptr feso- 
nance to the debate. A Philippine official 
who wished.to remain nameless put the 
problem in unusually concrete terms. 
“(The stress on a distinctive-Asian human- 
rights philosophy] is all a political ploy by 
certain ruling elites to preserve their exist- 
ing methods of rule," he told the REVIEW. 

Domestic concerns about the unsettling 
effects of the debate are rather acutely felt 
in Malaysia and Singapore, where stability 
hinges on multiracial coexistence — and 
where tough controls on the press and po- 
litical association are fiercely defended by 
officials. 

In countries such as the Philippines and 
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Asia, a region of colour and vibrancy, has an 
impeccable hotel group for the sophisticated traveller, 
Regal Hotels International. Smoothly blending Oriental 
hospitality with the finest international standards, the 
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Thailand, where ethnic issues are less cen- 
tral to political stability, views on human 
rights tend to be polarised. “One side says 
you need to feed people before they can be 
free; the other side says you must have 
freedom first,” commented Rodolfo Seve- 
rino, undersecretary in the Philippines For- 
eign Ministry. 

The Thai Government's recent admis- 
sion of a group of Nobel Peace laureates to 
protest against human-rights violations in 
Burma was perceived by one Thai com- 
mentator, Vitit Muntarbhorn, as evidence 
of official maturity on the issue. According 
to Vitit, “It was a recognition that human- 
rights violations, wherever they appear, are 
matters of international concern and can- 
not be classified as purely internal affairs.” 

But there may have been more at stake 
here than official high-mindedness. The 
decision to admit the laureates gave Thai- 
land's civilian government a chance to 
snub senior army generals who had want- 
ed to exclude the laureates and 
avoid offending friends in the Bur- 
mese junta. Meanwhile, on another 
plane, Thailand has gone out of its 
way to be seen as a defender of 
human-rights autonomy. At the 
Bangkok human-rights conference 
in February Thai Prime Minister 
Chuan Leekpai insisted that human 
rights should be developed from 
within, and not be imposed from 
outside. 

Thailand’s support for an “Asian 
view” of human rights at the Bang- 
kok conference put it in opposition 
to Japan, which stood out in isola- 
tion as an advocate of the Western 
approach. Japan joined in the con- 
ference’s final declaration. But 
Seichiro Otsuka, leader of the Japa- 
nese delegation, also issued a sepa- 
rate statement explaining that Japan does 
not actually support the more controver- 
sial positions adopted in that document. 

The Tokyo delegation specifically ob- 
jected to the so-called “4th operative para- 
graph” in the Bangkok Declaration which 
rejected “any attempt to use human rights 
as a conditionality for extending develop- 
ment assistance.” 

Tokyo's position on the delicate issue of 
linking aid with human rights is of more 
than academic interest. Japan is the world’s 
largest contributor of official aid. Globally, 
Japan disbursed over US$50 billion in aid 
over 1988-92. 

Despite its stand at the Bangkok confer- 
ence, Japan likes to think of its itself as 
playing a moderating role on human 
rights. “Japan is closer to the developed 
countries in North America, Oceania, and 
Europe in the views that it holds,” Japan's 
Ambassador to the UN Shunji Maruyama 
explained to the REVIEW. "On the other 
hand, as a member of the Asian group, we 
regard it as of crucial importance to work 


Untac Under 
Attack 


It could be a case of the 
gamekeeper-turned- 
poacher. In the run-up 
to the Vienna meeting 
on human rights, the 
: UN itself is being 
hauled over the coals for violating those 
very same rights. A New York-based 
unofficial body, Human Rights Watch, 
has charged the UN with ignoring and 
covering up assassinations and "ethnic 
cleansing" during the world body's 
peacekeeping operations. 
The study by Human Rights Watch 
specifically named UN Secretary-Gen- 
eral Boutros Boutros-Ghali and the chief 








Now Untac's human-rights stance is being questioned. 


of the UN Transitional Authority in 
Cambodia (Untac), Yasushi Akashi, of 
condoning such abuses in Cambodia. 
The study, which also surveyed UN 
operations in El Salvador, Iraq, Somalia 
and former Yugoslavia, exempted the 


with other Asian countries." 

Japan's aid charter, adopted last June, 
sets out four human-rights-related condi- 
tions for the extension of aid. The docu- 
ment warns that Japan will “pay full atten- 
tion" to trends in recipient countries’ wea- 
pons production, military expenditures and 
arms sales, and to efforts to promote 
"democratisation, the introduction of a 
market-oriented economy, and the situa- 
tion regarding securing of basic human 
rights and freedoms in the recipient 
country." 

But Japanese officials are quick to warn 
that other factors have to be considered as 
well. “When we think about assistance, we 
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UN of such abuses only in El Salvador. 
Kenneth Roth, executive director of 
Human Rights Watch, pointed out that 
despite the explicit human-rights au- 
thority granted it by the 1991 Paris 
agreement, the UN has kept a “passive 
distance" as Phnom Penh authorities as- 
sassinated political opponents. 

He said Untac engaged in lengthy 
delaying tactics before trying to arrest 
either government or Khmer Rouge 
supporters engaged in ethnic violence 
against Vietnamese and other minori- 
ties. And as the Phnom Penh authori- 
ties blocked efforts to prosecute by re- 
fusing court cooperation, "the UN did 
nothing." 

The study asserted that the UN's 
failure to assign responsibility for past 
and recent killings and other abuses — 
including the late 1970s massacres by 
the Khmer Rouge — was muted in the 
interest of getting the four con- 
tending Khmer parties to sign the 
Paris peace accords. 

Focusing on the UN's "gallop- 
ing speed" towards last month's 
Cambodian election, the study 
suggested that Untac was staffed 
by personnel “bordering on the 
incompetent" rushed to the scene 
without adequate preparation or 
regard for qualifications. 

Many of Untac's administra- 
tive positions were filled with 
personnel without experience in 
their assigned duties. They lack- 
ed knowledge of the area — of 
Asia, of the social and govern- 
ment institutions. 

Of the Untac police force, over 
a third were unable to drive, an 
obvious handicap in patrolling 
the country. A significant number spoke 
neither French nor English — much less 
Khmer — limiting radio communica- 
tions. Some countries sent civil servants 
with no police training at all. 

m Ted Morello 


cannot consider only the four points, bt 
must also think about the status of the b: 
lateral relationship as a whole," a Foreig 
Ministry official explained. 

Japan showed its ambivalence abou 
Asian human-rights issues — or its desir 
not to offend other Asians — when a For 
eign Ministry spokesman declined to cor 
ment on the decision of an Indonesia 
court to sentence East Timor rebel leade 
Xanana Gusmao to life imprisonment. 
was not alone in steering clear of contre 
versy on the issue. Neither of Indonesia’ 
closest neighbours, Malaysia and Sing: 
pore, had anything to say about Xanana’ 
sentencing. | 
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The Organic Growth - 


Asian NGOs have come into their own 





By Sidney Jones 





Across Asia and the Pa- 
cific, non-governmental 
organisations (NGO) have 
been chipping away at en- 
trenched power structures 
for more than two dec- 
ades. How effective they have been in 
changing those structures is open to de- 
bate, but they have played a critical role in 
forcing governments to listen to the de- 
mands of the poor, the marginalised and 
the abused. In the absence of any real 
checks on executive power in much of re- 
gion, it is the NGOs that hold governments 
accountable for human-rights violations. 

Today, Asian NGOs are more numerous, 
better organised and more outspoken than 
ever before. However, they are  , 
also in a state of transition be- 
cause of changes within and be- 
yond the region. 

For one thing, the definition 
of human rights has steadily 
widened to encompass the con- 
cerns of four broad groups of 
NGOs. The first group consists of 
the civil-liberties organisations, 
which include some of the old- 
est and best-known NGOs in 
Asia. They emerged either as a 
response to the erosion of the 
rule of law, or out of a belief that 
respect for civil rights was the 
best guarantor of social justice. 

The declaration of martial 
law in the Philippines in 1972, 
for example, gave rise to the Free 
Legal Assistance Group and 
Task Force Detainees of the Phi- 
lippines. The Union for Civil Liberty in 
Thailand was born in the aftermath of the 
crackdown in 1973. In India, just prior to 
emergency rule in 1975, activists formed 
the first nationwide civil-rights organisa- 
ion which later split into the People's Un- 
on for Civil Liberties and the People's 
Jnion for Democratic Rights. These organi- 
ations were staffed largely by middle class 
»rofessionals — many of them lawyers — 
vorrified by the arrest and detention of 
heir colleagues. Those in Asia who say 
hat political and civil liberties are a West- 
'rn preoccupation have short memories. 

By the late 1970s, the efforts of the civil- 
iberties organisations only highlighted the 
ibsence of sustained advocacy on behalf of 
ess privileged sectors of society — pea- 
ants, tribal groups, the urban poor and 
vomen — and a new, grassroots move- 
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ment emerged. Community-development 
groups have long existed in Asia, but now 
they began more consciously to challenge 
local authorities. 

Two other major NGO blocs that 
emerged in the late 1970s and 1980s were 
the environmental advocacy groups and 
women's-rights organisations. Asian offi- 
cials who dismiss women's-rights activism 
as a Western concern could not be further 
off the mark. In Pakistan, two Muslim 
women — both lawyers — have forced 
changes in the treatment of women in cus- 
tody after documenting the impact on 
women of Islamic penal laws introduced 
in 1979. 

Women in NGOs across Asia are uniting 
to demand that violence against women, 
such as rape in situations of armed con- 





Filipinas protest against Japanese atrocities during World War ll 


flict, be treated as a crime against human- 
ity. They have also called for Japan to be 
called to account for its practice of "sexual 
slavery" — the use of "comfort women" 
— during World War II. 

The 1990s have blurred the lines divid- 
ing these groups. Civil-liberties organisa- 
tions like the Indonesian Legal Aid Insti- 
tute are taking up class-action suits on be- 
half of peasants whose land has been de- 
stroyed by pollution. Protests against the 
Narmada Dam project in India and the 
planned resettlement of thousands of 
"oustees" brought development, civil-lib- 
erties and environmental advocacy groups 
together. Their combined efforts forced the 
Indian Government in March 1993 to can- 
cel its World Bank loan for the project. 

The increasing coordination of NGOs, 
domestically and internationally, has 
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brought higher visibility and in some cases 
vulnerability. NGOs which "tarnish the 
good name" of their governments by get- 
ting abuses publicised abroad can find 
their financial lifeline cut. Many of the 
Asian NGOs grew with the help of Western 
philanthropies and aid agencies, though 
Indian human-rights NGOs for the most 
part have refused foreign aid for fear of 
compromising their independence — often 
at the expense of hindering their growth. 

Such ties to foreign donors have created 
problems for some NGOs, as Asian govern- 
ments become more strident in their rejec- 
tion of aid conditionality that links deve- 
lopment assistance to human-rights im- 
provements. When Indonesia rejected aid 
from the Netherlands in 1992 in reaction 
to criticism by The Hague of Jakarta's ac- 
tions in East Timor, the financial survival 
of some of the most outspoken of the In- 
donesian NGOs — which were heavily de- 
pendent on Dutch aid — was put in ques- 
tion. 

But international contact can also be a 
form of protection. In December 1992, the 
UN Transitional Authority in Cambodia 
held an international conference 
4L in Phnom Penh to provide sup- 
j: port for four nascent human- 
rights NGOs in a country where 
no human-rights group existed 
before and the risks of docu- 
menting abuses are high. Gov- 
ernments are less likely to jail — 
or kill — a person with an ex- 
tensive network of international 
support. One test of the human- 
rights commitment of the new, 
post-election Cambodian Gov- 
ernment will be whether it per- 
mits these NGOs to survive. 

Many Asian activists express 
a deep sense of frustration. In- 
dian NGOs lament that they have 
not been able to stop the killings 
and dispossession of low caste 
and tribal groups. Indonesian 
human-rights lawyers have not 
been able to acquit a single person accused 
of subversion. No human-rights NGOs at 
all exist in China, Vietnam, North Korea, 
Burma or Singapore. 

But the fact remains that such NGOs are 
a vital element of civil society, and if they 
cannot stop abuses from taking place, they 
can at least ensure that there is some cost 
to the governments involved in commit- 
ting them. With fax machines and elec- 
tronic mail, they can get information from 
the most remote corner of the region to the 
world media. Asian governments may 
wish to defend state sovereignty and keep 
human-rights issues a domestic affair, but 
they are 20 years too late. LI 


Sidney Jones is executive director of Asia 
Watch, the Washington-based human-rights 


group. 
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VIETNAM 


A constant flow of good 
information is essential 





“Opportunities 
L can stare you 
EUWE =e in the face 
re} one day...and 


7 


| blow up in your 
x face the next." 


Vietnam today represents one of the most exciting business 
opportunities of the decade. Many talk of it being more promising 
than China. None talk of it as being easy. True to form, the Far 
Eastern Economic Review recognised the potential Fo gaze 
early and is the only international publication with 
a permanently manned bureau in Vietnam. A constant 
flow of invaluable information is now generated 
through the knowledge and intimate contacts of 
Review correspondents. This often vital information 
on Vietnam is unavailable through any other sources. 
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HUMAN RIGHTS 


Live and Let Live 


Allow Asians to choose their own course 








By Kishore Mahbubani 


There is no unified Asian 
view on human rights 
and freedom of the press. 
These are Western con- 
cepts. Asians are obliged 
to react to them. Predict- 
ably, there is a whole range of reactions — 
from total acceptance to total rejection. The 
truth is that in most Asian societies there is 
little awareness, let alone understanding, 
of these concepts. The vast and populous 
continent of Asia, preoccupied with more 
immediate challenges, has not had the time 
or energy to address these issues squarely. 

I shall therefore make no pretence of 
speaking on behalf of Asia. Yet, | have re- 
ceived significant assurances that the views 
expressed here are not considered eccen- 
tric by most Asians. In putting these views 
across, my hope is to find some credible 
middle ground where both Asians and 
Westerners can have a dialogue as equals. 
No such level playing field has been cre- 
ated for such a dialogue. To achieve this, | 
would like to suggest five key elements 
that should be borne in mind. 

First, all discussions between Asians 
and Westerners on human rights and free- 
dom of the press should be based on mu- 
tual respect. In the face of growing evi- 
dence of social, economic and occasionally 
moral deterioration of the fabric of many 
Western societies, it would be increasingly 
difficult for a Westerner to convince Asians 
that the West has found universally valid 
prescriptions for social order and justice. 
Eventually, as East Asia becomes more af- 
fluent, discussions will also take place from 
a position of political parity. In anticipa- 
tion of the inevitable, the West should stop 
lecturing Asians. 

Second, the fundamental concern of 
Western human-rights advocatesmis.to end 

ious abuses and improve the living 
conditions of the 4.3 billion people living 
in the developing world. Yet the post-Cold 
War Western campaign to promate human 
rights will make barely a denf*6n the, lives 
of these people. SU y 

Economic development is the only force 
that can libefaté the Third World. Probably 
the most subvegsive ferce created in.his- 
tory, it shakes up*old Iia giepgements 
and enables more people tó take part in 
social and political decisions. The Chinese 
Communist Party can no longer regain the 
tight totalitarian control it enjoyed in Mao 
Zedong's time. Deng Xiaoping's reforms 
have killed that possibility. If the West 
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Democracy rally: no impact on China. 


wants to bury forever Mao's totalitarian 
arrangements, it should support Deng's 
reforms to the hilt, even if he occasionally 
has to act firmly to retain political control. 
The US should perpetuate China's prefer- 
ential trading status, not cut it off. 

Unfortunately, the promotion of eco- 
nomic development is difficult. It has sig- 
nificant costs, direct and indirect, for de- 
veloped societies. The EC, US and Japan, 
for example, would have to abandon their 
massive agricultural subsidies. Paradoxi- 
cally, a key feature of Western democratic 
societies, the inhibition of politicians 
against advocating sacrifices, may well be 
one of the biggest obstacles to spreading 
democracy in the Third World. 

Third, no one in the West should dream 
of overthrowing existing governments in 
Asia. Last year, I was present at a “lynch- 
ing" of the Indonesian Government at a 
Harvard University seminar which dis- 
cussed the November 1991 killings in East 
Timor. Two American journalists, who had 
a close shave in the incident, were there to 
present vivid first-hand accounts and whip 
up the crowd to a frenzy. This seminar re- 
flected the attitude of many human-rights 
activists: get rid of the imperfect govern- 
ments we know; do not worry about the 
consequences that may follow. Left on their 
own, such activists cause little trouble. But 
when they get into positions of influence, 
their ability to cause real damage increases 
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by leaps and bounds. 

In dealing with Asia, I am calling on 
America to take the long view. Asian so- 
cieties have been around for hundreds, if 
not thousands of years. They cannot be 
changed overnight, even; for example, 
should libertarian Fang Lizhi be elected 
president of China. The experience of 
former Philippine president Corazon 
Aquino should prove that one change at 
the top cannot reform everything. While 
sporadic instances of political crackdowns 
should be criticised, these governments 
should not be penalised as long as their 
people's lives are improving. Only socie- 
ties like North Korea and Burma, which 
have let their people stagnate for decades, 
deserve such disapproval. 

Fourth, both sides should work towards 
establishing minimal codes of civilised con- 
duct. To a Western activist, the suggestion 
that he should be a little moderate on hu- 
man-rights issues seems almost as absurd 
as the notion that a woman can be partially 
pregnant. Such an activist is no different 
from a religious crusader of a previous era. 

Some of these activists’ demands would 
be unacceptable under any conditions. 
Asian societies would be shocked by the 
sight of gay-rights activists on their streets. 
Given a choice, they would also vote over- 
whelmingly in favour of the death penalty 
and censorship of pornography. 

But both Asians and Westerners are 
human beings. They can agree on minimal 
standards of civilised behaviour that both 
would like to live under. For example, 
there should be no torture, no slavery, no 
arbitrary killings, no disappearances in the 
middle of the night, no shooting down of 
innocent demonstrators, no imprisonment 
without careful review. These rights should 
be upheld not only for moral reasons; there 
are sound functional reasons. Any society 
which is at odds with its people and shoots 
them down when they demonstrate peace- 
fully, as Burma did, is headed for trouble. 

Finally, on the difficult issue of press 
freedom, let me suggest that the West 
should not appoint itself as the global 
guardian in this field. Let each society de- 
cide for itself whether it would help or 
hinder its development if it decides to have 
a free press. 

Over time, a Darwinian process will es- 
tablish whether societies with a free press 
will out-perform those without one. So far, 
the record of the 20th century favours the 
former. This winning streak may well con- 
tinue. And if it does, other societies will 
naturally gravitate to social and political 
systems which can handle a totally free 
press. But let these decisions be made au- 
tonomously by Asian societies. s 


Kishore Mahbubani is a deputy secretary in 
Singapore's Ministry of Foreign Affairs. This 
article is adapted from a speech made by him 
earlier this year in his personal capacity. 
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For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made. we have to admit. with a total disregard for time. If 
a particular Patek Philippe 
movement requires four 
vears of continuous work to 
bri Ing to absolute perfection. 
we will take four vears. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 
it has been worn. loved and 
collected by those who are 
very difficult to please: 
those who will only accept 
the best. For the day that 
you take delive TV ot your 
Patek Philippe. you will have 








acquired the best. Your wate h. 
will be a masterpiece. quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 
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e do not all feign to be know- 
| ledgeable about high-energy 
W physics or the twisted logic of 
chaos theory. On these matters we are usu- 
ally happy to be silent. But mention hu- 
-man rights and we all have something to 
‘say. Even among those who should know 
better, much of what is said on human 
-jTmghts is said viscerally, emotionally, en- 
| cased in a white-noise that signifies little. 
| A goodly part of the confusion stems 
| from the word “rights.” Today "right" is 
understood to mean “entitlement.” But the 
. | word “right,” as it first arose with the 
. | ancient Greeks, meant "obligation." They 
..| spoke of what we call human rights as 
= duties that define us as humans. Since we 
| live in communities such as cities and 
| towns, such duties are to participate in 
¿| what defines and drives the community: 
| politics. This obligation is discharged vari- 
..|ously and almost always unconsciously, 
_ whether it be conversing in Hongkong 
about the performance of Governor Chris 
Patten or running for mayor in Manila. 
Thus an infringement on human rights 
| occurs when the ability to act in any such 
| way is abridged: if one is not allowed to 
| speak or act responsibly about matters that 
are political. No more or less than that. But 
it is a big enough deal: human-rights 
abuses squash our humanity, our worth as 
men and women. Our natural inclination, 
then, is to recover our self-esteem. And the 
“way in which we do this often results in 
further repressions of the sort all too often 
‘catalogued by Amnesty International. 
.. Simple as it is, intellectual objections to 
the concept of human rights are common. 
They come in two main species. 
< First is the argument that human rights 
-is a Western imposition on traditional non- 
-European cultures. Those who argue this 
way fail to see — or choose to ignore — 
the aspiration of peoples everywhere to- 
"wards communitarian action. 
On the first day of elections in Cambo- 
dia, a UN worker from Jamaica said this of 
.| voters: "It doesn't ease up — they keep 
.j pushing the door. We had to post a police 
Officer to hold them back. This is how 
much they want democracy." And stu- 
dents in the streets of Bangkok last year 
surely did not have mimicry of Western 
i Ways on their minds. when they placed 



























By Boo Tion Kwa 


their lives at the whim of fortune. To be 
political, to exercise human rights in the 
legitimate sense, is universal. 

It is also curious to note that those who 
make the Western imperialism argument 
against human rights often neglect to say 
exactly where unalloyed traditional cul- 
tures are extant. India may proudly trace 
its legal heritage to the Magna Carta. China 
still owes something to that bearded for- 
eign devil, Karl Marx. There is no Asian 
nation that does not owe something to the 
West, be it modern commerce, science, 
technology, or the framework of pop cul- 
ture. And the reverse is just as true. The 
East and West share more than people are 
willing to credit. 

The second objection to human rights 
resonates more. It is one often voiced by 
Malaysia's Prime Minister, Dr Mahathir 








Mohamad: developing nations cannot al- 
ways afford luxuries such as human rights. 
Mahathir offers instead his development 
rights, the idea that the liberty to act politi- 
cally must sometimes take a back seat to 
the exigency of economic expansion. You 
must eat before you vote. 

The assumption behind Mahathir's ar- 
gument is that “rights” of any sort always 
mean entitlement. Thus he pits his deve- 
lopment rights against human rights. If hu- 
man and development rights are seen to 
exist upon the same plane, then it is rea- 
sonable that in the interest of the greater 
good of the country there is a diminution 
of one and an increase of the other. 


There is some legitimacy in this argu- 


ment. If, say, Bangladesh can truly pull it- 


Boo Tion Kwa, a , Malaysian ational is s editor of The Record, the 
law journal of the Association of the Bar of the City of New York. 
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self out of poverty and feed its people by | 
practising some calculus wherein economic | 


development is pursued at the expense of | 


political freedom, one might be tempted to | | 


moderate one’s opprobrium. 
In other words, there is 


is a test to be ap- | 


plied in how harshly one judges a given | 
nation. Take again the case of Malaysia, for | 
the most part an uncorrupt democracy de- | 
voted to the rule of law. True, the laws are | 
sometimes written and rewritten in ways | 
that are objectionable. But successive elec- | 
tions have returned the same government | 
to power. Malaysians are willing to accept | 
a measure of sacrifice for the sake of a per- | 


ceived future greater good. The grand pro- 
nouncement of human rights is put off in 
the more or less honest pursuit of economic 
well being. Here, it would be hard for a 
foreign power to criticise Malaysia too 
harshly. 

On the other hand, in regimes such as 
Burma not only has the electoral will been 


nixed, the suppression of human rights | 
cannot find mitigating excuses. It is out- | 


right tyranny. Western condemnations of 
Asia, alas, have all too often failed to ap- 
preciate such subtlety, treating all and sun- 
dry alike. 


ut even if the Malaysian case is ex- 
cusable, it is not wholly palatable. 
By lumping in human rights with 
other rights, there is no guarantee that, 
even after Malaysia's Vision 2020 has been 
achieved, it will be rightfully returned to 
its own plane. It is for this reason that pres- 
sure must be constantly placed on nations 
to better their records. Some regimes may 
be remiss for virtuous reasons, but they 
need to be reminded that what may be 
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momentarily tolerable will not be forever | 
excused. Many political commentators | 
who buy the second argument fail to rec- - 


ognise this important provision. 


Asia is the fastest developing region in | 
the world. More and more of its nations | 
are quickly approaching developed status, | 
making the East and West seem even more - 
alike. The focus on human rights is per- | 
haps then of greater importance in Asia | 


than anywhere else in the world. Much of | 


what is tolerable will soon become intoler- 
able, here in the next stage in the evolution 
of the modern Asian man. ^ . n 
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CENTRAL ASIA 


Out of Steppe 


Kirgyzstan faces opposition to new currency 





By Ahmed Rashid in Islamabad 
K irgyzstan's decision to break out of 








the imploding rouble zone and 

launch its own currency has pro- 
voked outrage among its Central Asian 
neighbours and much of its own popula- 
tion. 

Nevertheless, faced with the prospect of 
the rouble's effective disintegration, most 
of the region's former Soviet republics will 
almost certainly have to follow Kir- 
gyzstan's lead — whether they want to or 
not. 

Domestic opposition to the new cur- 
rency, the som, stemmed largely from fears 
among the public that it would be incon- 
vertible in neighbouring republics and for 


"| perceive this as political subversion 
against Uzbekistan. Akaev's policy is try- 
ing to drive a wedge between the [Central 
Asian] countries," Karimov fumed at a 
news conference on 25 May. 

Kirgyzstan's Prime Minister Tursumbek 
Chyngyshev, however, noted that: "We 
believe we had no choice but to introduce 
the som. It allows us to escape from the 
inflation of the rouble and to create our 
own economy." 

The move has been supported by West- 
ern financial institutions, albeit in a sud- 
den shift away from backing the rouble 
zone, which brought hyper-inflation to all 
the former Soviet republics it encom- 
passed. Until this year, the IMF had recom- 
mended that all Central Asian states 
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Akaev angers his neighbours. 


the price rises its introduction sparked. 

When Kirgyzstan’s President Askar 
Akaev casually mentioned during a visit 
to Tokyo in April that his country wanted 
to abandon the rouble zone and introduce 
the som, most observers saw this as merely 
a statement of intent. The Kirgyz people 
were therefore startled when on 10 May 
the government cancelled all dealing in US 
dollars or roubles and introduced the som. 
In early trading US$1 bought Som 4, while 
the official rate rose from Rbl 150 to Rbl 
500 to Som 1. As a result, much of the 
population initially refused to accept the 
new currency. 

Akaev's unilateral action also brought 
down the wrath of its Central Asian neigh- 
bours on to Kirgyzstan. Uzbekistan's Presi- 
dent Islam Karimov ordered their common 
border closed, and halted oil, gas and food 
supplies to Kirgyzstan. Kirgyzstan is totally 
dependent on Uzbekistan for its oil and 
gas, and acute petrol shortages have crip- 
pled air and much vehicular traffic. 
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should remain within the rouble zone. The 
subsequent collapse of the rouble, and its 
damaging effect on Central Asia, changed 
this perception by the end of 1992. The IMF 
is now actively encouraging states to es- 
tablish their own currencies as the first step 
to gaining financial support from the Fund. 

On 14 May the World Bank approved a 
credit of US$60 million for Kirgyzstan — 
the first such offering to any Central Asia 
state. A week later Akaev was in Washing- 
ton, where he met President Bill Clinton 
and received a pledge that the US Govern- 
ment would give aid worth US$100 mil- 
lion to Kirgyzstan. Japan has pledged an- 
other US$60 million and Switzerland 
US$10 million. The US also donated hospi- 
tal equipment to the government, while a 
US company signed a joint-venture deal to 
exploit existing oil fields and explore other 
new hydrocarbon energy sources. 

Having garnered international support, 
Akaev immediately visited the Uzbek capi- 
tal Tashkent, where he apologised to 
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Karimov for not informing him beforehand 
about the currency change. “To be honest, 
we came here to correct our mistake and to 
rebuff possible complaints,” Akaev was 
quoted as saying in Tashkent. 

However, whether this gesture will ap- 
pease the other Central Asian republics is 
doubtful, as Kirgyzstan’s commitment to 
regional unity and cooperation is now 
viewed as doubtful. 

Akaev had signed an agreement in 
Tashkent at the start of this year to im- 
prove regional economic cooperation. Over 
the past two years all Central Asian repub- 
lics — except Turkmenistan — committed 
themselves to greater economic coordina- 
tion, and there is enormous public support 
for the creation of a Central Asian com- 
mon market. Akaev’s action has therefore 
been seen as a betrayal by other Central 
Asian states, who also fear a flood of un- 
wanted roubles from Kirgyzstan into their 
republics. 

There are also other reasons for their 
pique. Akaev, a 48-year-old maths profes- 
sor, is the only president of the former So- 
viet republics who was not a member of 
the communist party. Further, he has 
launched a campaign to rapidly liberalise 
Kirgyzstan's political and economic insti- 
tutions, much to the chagrin of other lead- 
ers. 
In addition, the republic adopted a new 
liberal and secular constitution on 5 May 
that created a 105-member, single-chamber 
parliament to replace the old Soviet sys- 
tem. The constitution is the first in Central 
Asia to create a greater balance of power 
between the prime minister and the presi- 
dent. Other states, notably Uzbekistan, 
have approved constitutions that give 
overwhelming power to the president in 
keeping with the old communist system. 

Finally, Kirgyzstan was the first repub- 
lic to privatise its economy and comply 
with an IMF programme. Such reforms, 
however, have counted for little in a coun- 
try that is landlocked, covered by some of 
the highest mountains in the world and 
possesses few natural resources. Indeed, 
economic production has slumped badly, 
with Akaev comparing Kirgyzstan’s per- 
formance to that of war-torn Armenia and 
Tajikistan. In 1992, for example, Kir- 
gyzstan's grain production fell to 1 million 
tonnes against 1.36 million tonnes the pre- 
vious year. 

Kirgyzstan's unilateral move to intro- 
duce a new currency, coupled with 
Turkmenistan's overt disregard for Central 
Asian unity, have dampened earlier hopes 
of greater economic cohesion in the region. 
As a result, each of the republics is now 
likely to pursue its own economic course 
— which will almost certainly be translated 
into increased tension. Hopes that the five 
republics would also coordinate their fu- 
ture defence and foreign policies now ap- 
pear unlikely to materialise. " 
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PHILIPPINES 


Suspicious 
Minds 


Minister fails to get job 
over conflict of interest 





By J John McBeth in Manila 


utgoing Finance Secret tary Ramon 

“Boy Blue" del Rosario and his 

family are heavily into cement. And 

that, on top of a background in beer and 

banking, is what scuttled any chance he 

may have had of being confirmed by the 

congressional Commission on Appoint- 

ments — despite a last minute appeal from 
President Fidel Ramos. 

Hours after failing to 
get the votes necessary to 
secure his appointment 
on 2 June, del Rosario, 
48, announced he was 
stepping down from the 
post he had occupied for 
barely a year. Ramos 
named Finance Under- 
Secretary Ernesto Leung, 
53, as acting secretary 
until he decides on a re- 
placement. 

Under the US-style 
system, all cabinet and 
senior government ap- 
pointees have to be con- 
firmed by the 24-strong 
oversight body, compris- 
ing ex officio chairman 
Congress Sen. Neptali 
Gonzales and 12 members each from the 
Senate and the House of Representatives. 
But the length of time it has taken does not 
reflect well on Ramos, who so far has 
shown a curious reluctance to capitalise on 
his widespread support in Congress. 

Two other secretaries, Franklin Drilon 
at Justice and Rafael Alunan at Interior and 
Local Government, were both confirmed 
by the commission on the eve of Congress’ 
two-month recess. Another member of the 
original Ramos cabinet, Transportation 
Secretary Jesus Garcia, found himself by- 
passed for a fourth time. However, he was 
later reappointed by the president, and 
vowed to continue fighting for confirma- 
tion. 

Since the late 1990 resignation of 
then-trade and industry secretary Jose 
Concepcion from the Corazon Aquino's 
government, conflict of interest has become 
a serious obstacle to any prominent corpo- 
rate figure aspiring to public office. 

Concepcion stepped down in early 1991 
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Del Rosario fails to win over his 
critics. 


after facing mounting criticism over his 


department's lacklustre performance in 
promoting foreign investment and exports. 
But he had already been seriously mauled 
in the commission, where senators accused 
him of failing to divest his controlling in- 
terest in the RFM Corp. food conglomerate 
as required by law. 

Del Rosario came under similar suspi- 
cion over his personal interests in the fam- 
ily-owned Armi Corp., which holds 46% of 
the shares in Phinma — a group that in 


turn provides about 70% of the country's | 


cement supplies. 

During the commission hearings, 
Gonzales went as far as to describe del 
Rosario's divestment to his parents on a 
six-year instalment plan as "a fiction." 

“It’s a hangover from the Marcos years 
and a general public distrust of big busi- 
nessmen getting involved in public service 
and using their positions to benefit them- 
selves," says Sen. John Osmena, chairman 
of the commission's finance committee that 
refused to recommend 
del Rosario's confirma- 
tion to the full body. 

A graduate of the 
Harvard Business 
School, del Rosario was 
chairman and chief ex- 
ecutive officer of Asian 
Bank Corp. when he 
acted as Ramos' cam- 
paign treasurer during 
last year's presidential 
race. 

At the time he left the 


over the finance portfo- 
lio, he says he was al- 
ready aware that his en- 
try 
service would be diffi- 
cult. 

Apart from these suspicions over his 
divestments, del Rosario's confirmation 
prospects were marred by his previous as- 
sociation with San Miguel — where he had 
served as executive vice-president and 
chief financial officer from 1986-89. The 
commission had discovered that the 
brewing giant had signed a US$300 mil- 
lion loan agreement with the Development 
Bank of the Philippines in Hongkong, al- 
legedly to avoid the payment of Philippine 
taxes. 

Perhaps the most important factor, 
however, was the opposition of the Nation- 
alist People's Coalition, which has six 
members on the commission. Del Rosario 
was chief ally of Andres Soriano in his fight 


with coalition president Eduardo 
“Danding” Cojuangco over the San Miguel 
Corp. 


It is also understood that other brewery 
interests were applying pressure behind 
the scenes to have del Rosario dumped (see 
also page 55). a 
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bank in June 1992 to take | 


SINGAPORE 


One Horse 
Race 


Contest for new 
presidency unlikely 





By N. Balakrishnan 
T he post is described in Singapore's 





Straits Times as ‘Elected President,’ 

but all indications are that there 
won't be any voting in the selection of the 
country's revamped head of state. 

That isn't because of unanimity of 
choice between the ruling People's Action 
Party (PAP) and the small opposition par- 
ties. Instead, government opponents say 


_ stringent pre-qualifying requirements for 








into government | 


presidential candidates make it highly un- 
likely they will be able to find someone to 
run. 

The law determining eligibility is 
“clearly tailor-made for someone from the 
PAP club,” says J. B. Jeyaretnam, secretary 


| general of the opposition Workers’ Party. 


His own party has no one in its ranks who 
qualifies, Jeyaretnam says. 

In fact, the only excitement likely in the 
three months remaining until the new 
president starts work will probably focus 
on whether or not former prime minister 
Lee Kuan Yew will take the job. Lee has 
said publicly that he will not run for the 
presidency, but the tantalising possibility 
that he might change his mind remains. 

The idea of increasing the powers of the 
ceremonial, parliament-appointed post 
was first mooted by then-prime minister 
Lee in the mid 1980s. But it was not until 
1991 that the government amended the 
constitution to introduce a directly elected 
president with wide-ranging powers to 
block budget spending and senior govern- 
ment appointments. 

Current President Wee Kim Wee's term 
expires at the end of August. 

In proposing the change, the govern- 
ment cited the need to protect Singapore's 
estimated US$46 billion in official foreign 
reserves — the highest in the world on a 
per capita basis — against irresponsible 
spending by a future government. 

A potential candidate for the presidency 
must have three years of experience in one 
of the following posts: cabinet minister, 
chief justice, speaker of parliament, attor- 
ney general, the chairman of the public 
service commission, auditor-general, per- 
manent secretary in the civil service or a 
chairman or chief executive officer of a 
company with a paid-up capital of at least 
S$100 million (US$62.5 million). - 
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Operators of public communication networks the 
world over share the common challenge to provide 
the most efficient and reliable switching, 
transmission and cable systems to handle the fast 
growing demand for voice and data traffic. They 
need internationally experienced partners like 
Siemens, firmly entrenched in the local markets, 
ready to provide advice and assistance, technical 
knowhow and engineering expertise. 


As one of the world's leaders in public 
communication networks we have made 
wide-ranging contributions to the development of 
an advanced telecommunication infrastructure in 
the Asia-Pacific Region. From the Philippines to 
Indonesia, and from Thailand to the People's 
Republic of China, Siemens engineers work in 
close cooperation with local authorities to provide 
exacting solutions to specific national 
requirements. Their involvement neither starts nor 
ends with supplying highly advanced switching, 





transmission or cable networks; they are intimately 
involved in feasibility studies and project planning, 
software development and installation supervision, 
civil engineering tasks, after-sales-service and 
systems maintenance. 


Global expertise applied locally, that is what 
Siemens is all about in public communication 


networks. 

Siemens (Pte) Ltd Siemens offices in: 
MCS Bangkok, Beijing, 
151 Lorong Chuan Brunei, Hong Kong, 
03-01 New Tech Park Hanoi, Jakarta, Kuala 
Singapore 1955 Lumpur, Manila, 

Tel. (65) 284 3911 Seoul, Singapore, 
Fax. (65) 284 5733 Taipei and Tokyo 


International experience 
Is our strength. Siemens. 


É An 
authoritarian 
communist 
regime in 
Peking makes 
the idea of an 
independent 
Taiwan 
attractive to 
many on the 

island 3 











Taiwanese Exiles in US Return 
To a Transformed Homeland 





who taught at Cooper Union in New York. That 
year, he became one of the founders of World 
United Formosans for Independence (Wufi), a New 
York-based group of Taiwanese in exile who sought 
to overthrow the Kuomintang (KMT) government 
and set up an independent republic. Within Tai- 
wan, Wufi was considered a subversive organisa- 
tion whose members would be thrown into prison 
the moment they set foot in Taiwan. 

It is a measure of the change that has taken place 
in Taiwan in the last 23 years — and especially in 
the last half a dozen years — that today, Wufi, 
which still advocates an independent Taiwan, is no 
longer an illegal organisation and, in fact, has its 
headquarters in Taipei with George Chang as its 
worldwide chairman. 

At a recent dinner in Taipei, Chang, whom I had 
not seen since | interviewed him in 1970 on the 
formation of Wufi, explained that his organisation 
had announced that its headquarters was being 
moved to Taiwan on 1 January 1990. "It was a great 
risk and a great gamble for us," he said. "Most of us 
could not enter Taiwan legally." Chang knew he 
was blacklisted and tried to enter Taiwan surrepti- 
tiously using a Japanese passport, but was found 
out and arrested. Aside from illegal entry, he was 
also accused of having masterminded a letter-bomb- 
ing incident in 1976 that resulted in the maiming of 
the then vice-president, a charge that was later 
dropped. He was freed last October. 

Wufi today claims 4,000 members worldwide, 
more than half of whom are in Taiwan. Still, Japan 
and the US account for almost 2,000, together with a 
scattering of members in Europe. Several dozen 
Wufi members, including some of its top leaders, 
have returned from the US. Chang expects that 
many still in Japan will be returning to Taiwan. 

^| came back because the major battlefield is 
here," Chang explain- 
ed with the fervour of 
someone whose life 
was committed to a 
cause. "Before 1987, 
the conditions were 
not right vet. But then 
changes occurred in 
Taiwan. We knew we 
would have to go to 
jail first.” Chang said 
he preferred to be in 
prison in Taiwan than 
free in the US. He said 
he was giving up his 
American citizenship. 

Now that the KMT 
is allowing virtually all 
dissidents to return, 
Wufi has lost the halo 
of martyrdom. The 
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changes to which Chang alluded, which include the 
lifting of martial law and the emergence of opposi- 
tion parties, mean that Wufi's policies are no longer 
all that radical. 

Moreover, Wufi's cause has been largely co- 
opted. The KMr has in effect given up its claim to 
being the legitimate government of China, and is 
seeking recognition only as the legitimate govern- 
ment of Taiwan, a key Wufi goal. And the opposi- 
tion Democratic Progressive Party (DPP) has incor- 
porated the concept of Taiwan independence into 
its political platform. The formerly seditious con- 
cept is now respectable; and it is no longer Wufi's 
baby. 

Moreover, even though leaders of both Wufi and 
the DPP were targets of the KMT, the DPP leaders 
lived in Taiwan, fought for political change in Tai- 
wan and went to prison in Taiwan, while Wufi's 
leaders lived in exile until recently. It may be sig- 
nificant that, even when the current DPP chairman, 
Hsu Hsin-liang, was living in the US, he did not 
join Wufi. 

In fact, Wufi is in danger of becoming irrelevant; 
some feel it already is. The exiles who have come 
home now find a Taiwan totally different from the 
place they left decades ago. While some Wufi mem- 
bers have been elected to the legislature, they form 
but one grouping within the DPP. But Wufi did keep 
the cause of Taiwan independence alive for decades 
at a time when it was not possible to do so within 
Taiwan. 


hat does Wufi stand for? Chang referred 
to a Wufi declaration issued in 1984. This 
asserted that the KMT could not represent 
the people of Taiwan in any negotiations with 
China; only people living in Taiwan can determine 
the island's future; good relations with Peking are 
important, including scientific and cultural ex- 
changes conducted on an equal basis; all those who 
identified with Taiwan, regardless of whether they 
were native Taiwanese or from the China mainland, 
would become equal citizens of an independent 
Taiwan. 

Today's transformed KMT would agree with 
many of these positions, including the fact that it 
could not represent the people of Taiwan in any 
negotiations with China. But the KMT still insists 
that it is opposed to proclaiming an independent 
Taiwan. This position is undoubtedly influenced by 
Peking's assertion that it would attack Taiwan if it 
should declare itself independent. 

Paradoxically, the fact that China is ruled by an 
authoritarian communist regime makes the idea of 
an independent Taiwan attractive to many on the 
island. But if China were to become a democratic 
society, many might not mind being part of China 
after all. As one Taiwanese woman said, with more 
than a trace of chauvinism: "I'd rather be a citizen 
of a big China than of a small Taiwan." * 
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The keys to the science of investment can be hard 
to find. You need to know where to look and what 
to look for. 


AHL is one of Europe's leading quantitative 
investment research companies. It is part of the 
210-year-old E D & F Man Group whose Funds 
Division has launched more than 40 derivative 
funds worldwide with approximately one billion 
US dollars under advice. ^ 





AHL applies powerful, statistical techniques to the 
analysis of market behaviour. It has a ten year 
track record showing an average annual 
compound rate of return of over 20%.* 


AHL has taken its tried and tested approach, 
improved it and applied it separately to the 
world's most exciting market sectors. On June 1, 


Name 
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Leste Fax No 
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we are launching four open-ended funds: 








AHL Currenc 


“Fund, AHL Commodity Fund, 


AHL Capital Markets Fund and AHL Real Time 


Trading Fund. — 


For the first tíme, you can buy shares in the 
individual components of AHL's successful 


investment strategy. 
For further information, contact: 
London: Brian Fudge or Diana Hill 


Fax: +44 (71) 626 6458 Tel: +44 (71) 285 5200 
Bahrain: Arthur Bradly or Antoine Massad 


Fax: +973 555 078 Tel: +973 555 288 
Miami: Toby Nissley or Tamara Mora 
Fax: «1 (505) 550 9621 Tel: «1 (505) 559 9046 


Hong Kong: Anthony Hall 


Fax: +852 557 1205 Tel: +842 521 2955 


* Past performance is no guarantee of future results. 
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AHL and ED&F MAN 


Together we have science and history on our side. 
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Fax or send to: 
ED&FMan 
Funds Division, 


Sugar Quay, 


Lower Thames 
Street, London 
ECAR 8DU, 
England. 


Fax 44 (71) 626 
6458 












| 
| 
| 
| 
| 


| FEER 17/6 | 
RA 
= 


mi 











| but for Americans the give and take 





———————————————————————————— = 








TRAVELLER’S TALES 





MICHAEL VATIKIOTIS 
Honolulu 


In Hawaii, East-West Divide Narrows 


| he high-resolution TV screen in the 
| waiting lounge at Tokyo's Narita air- 


port seemed an implausible source 
of a succinct metaphor for the problem 
America has engaging with Asia. In what 
appeared to be a commercial for English 
tuition, a young student sat opposite an 
American language teacher. Both held up 
a ripe banana. “Banaena” said the teacher, 
thrusting the fruit forward for emphasis. 
“Banana,” the student responded. “No, 
No," the teacher said: "Ba-nae-na." The 
student looked puzzled; the nuance of 
trans-Atlantic pronunciation escaped him. 
"Ba-na-na," he said emphatically. 
To paraphrase the old song: 
"You say banana, I say banaena,” 


of biculturalism seems much 
harder to grasp overseas than it 
does at home. Confronted by the 
ingenuity and the competitive skills 
of Asian commerce, corporate 
America appears to be in full re- 
treat. Businessmen ask why it had 
to be Toyota or Nissan rather than 
General Motors or Ford that now 
produces cars for the region. 

Yet Asian immigrants to 
America find little difficulty hop- 
ping into the melting pot. Take 
Jaime, a Filipino who emigrated to 
Hawaii in 1969, He now works as a 
cheerful bellhop at one of the ho- 
tels along Honolulu's Waikiki beach. For 
Jaime, who is fond of the American collo- 
quialism "no problem," the transition from 
East to West has been “no problem." 

On the streets of Honolulu, an African- 
American T-shirt vendor advertises his 
wares in passable Japanese as well as in 
English. The "Don't walk" signs in the 
Waikiki beach area have been politely ex- 
changed for humanoid symbols. Even the 
Aids leaflets are printed in Japanese. 

Here at least, the power of Asian spend- 
ing is recognised. Most of the fashion bou- 
tiques along the up-market end of 
Kalakaua Avenue hire Japanese speakers. 
The local police boast they can even make 
arrests in Japanese. So why is it, wondered 
one Asia specialist, that American busi- 
nessmen overseas are so poor at adapting? 
They can be shamefully monolingual for 
the most part, and serve fewer years in 
one place absorbing the local corporate 
culture than their competitors. 

Hawaii is America's verandah over- 
looking the Pacific. Perched here, some 
Americans see their role in Asia declining. 
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They fear that falling exports and faltering 
US investment in the region may be leav- 
ing the US poorly placed to reap much 
from the growing prosperity of Asia. 


Worse still, Asia's dynamism may be “ 


eclipsing America's economic prestige and 
denting its pride as a superpower. — - 
At a seminar room in the University of 
Hawaii's East-West Centre, the hand- 
wringing is palpable. "We are losing our 
market share in Asia," observes Davi 
Ramsour, chief economist with the Bank of 
Hawaii. 
suicidal.” 





Hawaii: Asian consumers are welcome. 


forts to rebuild the domestic economy will 
further hinder commercial engagement in 
Asia as investing overseas is equated to 
moving jobs offshore. 


portunity. Asia's dynamism is crimping 

American egos. “The locus of dynamism 
is moving away from us,” said David 
McClain, a professor at the University of 
Hawaii. McClain cites the increasing 
number of “influential patents” sourced to 
Japan, while the US share is static. 

Yet Hawaii is no place for the Japan- 
bashing to which many on the US main- 
land are prone. “The Japanese buy up our 
hotels, but they also improve their service 
and preserve the environment,” said a lo- 
cal resident. While Washington threatens 
sanctions to tackle the trade surplus, and 
watches gleefully as the stronger yen hurts 
Japanese exports, the view from the Aloha 
State is more sanguine. 

“We should improve our presence in 
the region at a time when the region is be- 
coming more self-contained,” argues 


| t is not just a question of commercial op- 
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tun, 
' Ken Courtis likes to-talk of a “trans-Pacific 


“Not to be part of this region‘is « 
Other participants fear that ef 


McClain. The newly-launched North 
American Free Trade Area is viewed scep- 
tically in a part of the US where it is hard 
to<gée How important the Mexican 


éconcány*cayld Be, compared with that of 


Japan, Taiwan or South Korea. 
Tokyo-based Deulsche Bank economist 


agenda." In his view, the US and Asia need 
each Other. As Asian economies grow, he 
argues, they are generating a new balance 
of power, which requires leadership. If the 
US, can no longer offer this leadership, it 


. can at least hélp build the new framework 


fof containment. In return, America 
could access the capital surpluses 
of Asia. 


any of the problems of this 
new East-West divide seem 
much simpler to resolve in 
the Hawaiian islands. “Relax, go 
Hawaiian,” advises a friendly store- 
keeper on seeing a group of Asians 
in business suits. At the “Pink 
Cadillac” nightclub on Kalakaua, 
US servicemen demonstrate their 
engagement with Asia on the 
dance-floor with Filipinas who 
seem to have found work after the 
closure of Subic and Clark bases in 
the Philippines. 

Yet for Asians coming here, this 
is often their first taste of the West 
— albeit a taste of Americana seasoned 
with sun-tan oil and sprinkled with 
macadamia nuts. 

A Japanese visitor looks around, ob- 
serving orderly columns of fellow country- 
men weaving between the black swans and 
flamingoes that seem to be the hotel's idea 
of evoking a tropical paradise. The visitor 
is not sure who faces the bigger problem; 
Americans or Japanese. “We are can't de- 
cide whether to focus East or West either. 
This is a big dilemma for us," he says. 

Back in Narita, what seems like an en- 
tire Japanese middle school waits to board 
a flight to Honolulu. Attired in their winter 
uniforms, none seem prepared for a holi- 
day in paradise. One group of schoolgirls 
giggle salaciously over an electronic trans- 
lating machine. They have been adventur- 
ous with the range of translations avail- 
able: “May | please have a sanitary nap- 
kin,” blurts out the electronic voice. So 
much for “bananas.” n 





Michael Vatikiotis, a Review correspondent, 
was recently in Hawaii. 
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Suddenly, in a split second, a shadow lines up with its object. 

It's inevitable. Similarly, Swissair lines up a vast network of flights 
to take you to the right place at the right time. You can count on it. 
To more than 110 destinations all over the world. For reservations, 
call your travel agent or Swissair. Time is everything. 





"Natural 
Extension" 

by Christian Vogt. 
Part of Swissair's 
Time & Motion 
Series. 


An exhibit. 
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Great headline, but where's the catch? 

How about if we told you there wasn't one. 
What if we said your company could really 
save over US$2 million each year? And 
maybe more. 

Still dubious? In that case, 
we'll just give you the facts. 
Pure and simple. 

Hexagon is a system 
of desktop banking. 

It provides the majority 
of the services a bank can offer, 
except it's in your office, on 
your desk. It's control of 
your financial affairs at 
the touch of a button. 


What about the cash? 


of Hexagon, their up-to-date knowledge of account 


status and incoming funds allowed them to maximise 





Because the system is electronic and instan- the use of idle funds through investment. 
taneous, it's a direct line to increased efficiency By checking transaction activity, analysing cash 
and profitability. flow and switching funds instantly they were able 

But, of course, please don't just take our word for it. to make idle money work harder. 

Take the actual example of a small partnership Theannual benefits amounted to savings per year 
with just ten staff. of US$20,000. But Hexagon can offer much more than 


By using the simplest cash management functions simple cash management. 
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ompany with a staff of over 1,000. The benefits 











5 exagon were spectacular. 
With electronic banking the company 
dramatically P its cash collection 
process, seduced bank and staff costs 
1 and eliminated crippling telecommu- 
nications charges. 

| In hard currency, their improved 
efficiency amounted to savings per 
year of US$650,000. | 
The limit to how Hexagon can improve 
our bottom line depends largely on the size of 
our company. Hexagon can improve your acne 
n a global scale. 

Take a company we shall call ‘a large financial 
istitution? They saw Hexagon and subscribed to 
. And within a year, it helped streamline their forex 
rocedures to such a degree that staff productivity 
nproved 2.5 times. 

This faster, more responsive way of banking 
ccelerated delivery of payment instructions, which 
educed interest charges, which meant a lower bank 


ariff, which ultimately, of course, meant savings. 





EACH YEAR, 


financial benefits” their annual accrued financial 


It’s 365 daysa year; ; 


control. To many companies Hexagon doesn’ t only Ss 


Etc, etc, etc. 






















And quicker than you could say “annual accrued 


benefits gave them savings per year of US$2.2 million. E | 


It suggests speed and efficiency is the key to 
profitable banking operations. | 
Hexagon desktop banking i is speed. It is efficiency. : B 


4 hours a day access to financial ES 





make sense. It makes millions of dollars. 
Suggesting, that in banking, it's the early bird who 


catches the worm. Time is money and money is times |. — > 


Savings that could just as easily ioo. to you. 

The longer you wait the more you could be losing. 
Perhaps as much as US$2.2 
million each year. 

Consider two simple points. 

It won’t cost youa single 
cent to check out Hexagon. 
It could cost you a fortune 
not to. 

Contact your nearest. 
HongkongBank branch 


today. 


The Hongkong and BKC — i: i] 
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By Belinda Rhodes in Olongapo, the 
Philippines 


ive-year-old Tyson David's mother 

and grandmother were both prosti- 

tutes, His father and grandfather, 
neither of whom he has ever seen, were 
both customers — black American service- 
men at Clark airbase and Subic naval base 
in the Philippines. 

Tyson is one of thousands of Amerasian 
children growing up in desperate poverty 
in Olongapo, the city that provided serv- 
icemen from Subic with their recreational 
needs and where the lucky ones grew fat 
on the American presence. 

Many of Olongapo's prostitutes left 
when the base closed last November, but 
countless others stayed on in what is now 
a virtual ghost town, with little option but 
to do laundry to provide sustenance for 
themselves and their children. 

Income, however, has not been the only 
loss for the former prostitutes and their 
mixed-race offspring. When the Americans 
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a n ins of the Fathers 


Qc: J Filipinos sue US over plight of Amerasian children 


withdrew, the women had to face the fact 
that the fathers of their children were gone 
forever, and most would probably never 
get in touch with them again. Few have 
received any financial help from the men 
who fathered their children. 

“I know he knows that boy is his, but 
he just doesn't want the obligation, " Says 
Tyson's mother, Brenda David. "He liked 
only women, he didn't like responsibility." 
She illegally aborted several other pregnan- 
cies by the same man. Luckier than most, 
she now works for the Buklod women's 
group, which counsels and retrains ex- 
prostitutes. 

As a black child in a Filipino commu- 
nity, Tyson is easily identified as the son of 
a prostitute. This stigma, coupled with the 
absence of a father, causes emotional prob- 
lems for him and others like him. Without 
assistance, Amerasian children often grow 
up ill-fed, uneducated and with inadequate 
medical care. 

The closure of Subic base brought an 
upsurge in awareness of the plight of 
IMIC REVIEW 
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Amerasian children. In his speech marking 
the end of the US military presence in the 
Philippines, President Fidel Ramos vowed 
not to let the social costs be forgotten. But 
so far the Philippine Government has taken 
no action and the US administration has 
been even more reticent. 

Now, a class-action lawsuit has been 
filed against the US Defence Department, 
seeking US$60 million in financial assist- 
ance for the children. The suit was filed by 
Jim Cotchett, of the California law firm 
Cotchett, Illston and Pitre. According to 
Cotchett, who filed the action on 4 March, 
the US Government can be held responsi- 
ble for the births of the children because it 
actively pursued a policy of “rest and rec- 
reation" in Olongapo for almost 50 years. 

According to Cotchett, he will seek to 
prove that the US navy had a direct hand 
in encouraging the sex industry in 
Olongapo — despite prostitution being il- 
legal in the Philippines — and had ne- 
glected to take responsibility for the out- 
come. Lawyers say their research has 
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thrown up ample evidence that the navy 
cooperated with Olongapo local authori- 
ties to register prostitutes and to provide a 
health clinic for them. The navy was also 
said to have been involved in policing the 
women’s work and lives to ensure that 
nightclub owners got their cut. The US Jus- 
tice Department has until 5 July to re- 
spond. 

The case will focus on the 8,600 child- 
ren of Olongapo (the lawyers’ figure — 
other estimates range from 2,500 to 10,000) 
but is likely to have repercussions for all of 
the estimated 50,000 Amerasians in the 
Philippines. The sum of US$69 million rep- 
resents a payment of US$8,000 per child 
under 18. 

Six Amerasian children from Olongapo 
travelled to San Francisco to be present at 
the launch of the lawsuit. With them were 
two mothers as well as women's-rights ac- 
tivists. 

Two of the children, Christopher and 
Ruby Acebedo, aged 15 and 10, live in a 
decrepit wooden shack with their grand- 
mother and two other Amerasian siblings. 
Each was fathered by a different US serv- 
iceman. Christopher suffers from a spinal 
problem said to be caused by his mother’s 
attempt at an illegal home abortion. The 
mother abandoned them some years ago 
and they have been cared for by their 
grandmother. 

A minority of the Philippines’ Amer- 
asian youngsters gets aid from the Pear! S. 
Buck Foundation, a charitable organisation 
that finds sponsors among the American 
public to give money for the children’s 
health and education. 

Most other proposals on behalf of 
Amerasian children elsewhere focused on 
their acquiring US citizenship. Thai, Ko- 
rean and Vietnamese Amerasians are ac- 
corded special status under US legislation 
giving them assistance in applying for citi- 
zenship. 

Filipinos, however, are not covered by 
the legislation because, as a US embassy 
official in Manila put it, “they do not suffer 
discrimination in the Philippines, which is 
in itself a racially mixed society.” 

Social workers and mothers of black 
children in Olongapo disagree. “Even 
amongst their playmates they really know 
they are different,” says Emma Catayong, 
coordinator of the Budlod women’s group. 

She says that most mothers of Amer- 
asians consider US citizenship a low prior- 
ity. “Since they are born here we feel they 
should live here and the government 
should help them,” she says. “Anyway, 
most of these kids would be discriminated 
against if they lived in the US. We don’t 
disagree with those women who do want 
citizenship but it can be the second or third 
priority.” a 


Belinda Rhodes is a freelance writer based in 
Manila. 
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The Colours 
Of Conformity 


But daring parents now 
seek variety in school bags 


By Louise do Rosario in Tokyo 


small revolution may be in the 
A making in Japanese primary 

schools: instead of traditional black 
or red satchels, more children are carrying 
beige, green, blue and even pink school 
bags. 

The first satchel a Japanese child uses 
on entry into primary school at age 5 or 6 
is a sturdy shoulder bag called a randoseru. 
Designed like a square box, it costs about 
¥45,000 (US$405) and weighs 700 grams to 
l kilogram. Since the turn of this century, it 
has been an unwritten rule that boys carry 
a black satchel and girls a red one. Each 
spring, when the school term begins, over 
one million of these school children will 
put such satchels on their shoulders and 
undergo what some social critics call "the 
baptism of groupism." 

Such strict colour discipline at this ten- 
der age has made Japanese among the 
most conservative people in the world in 
their choice of colours after they become 
adults. Until recently, white cars ac- 
counted for 70% of all car sales in Japan. 
Moreover, nearly all white-collar employ- 
ees wear drab business suits and dark ties, 
causing them to be known as "the rat race 
in grey." 

Since the late 1980s, though, voung, 
fashionable parents have been daring their 
children to be different and to use bright- 
coloured satchels. Department stores re- 
port increased sales each year of non-black, 
non-red satchels. 
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"This spring, we sold 1,300 satchels, of 
which 7% were in colours other than black 
and red, “ says Kenichi Yazawa, a man- 
ager at Mitsukoshi's Nihonbashi branch in 
central Tokyo. Mitsukoshi started to stock 
pink satchels a few years ago, Yazawa says, 
because "with the change in our society 
and the economy, we should adapt our 
sales strategy accordingly." Takashimaya, 
another upmarket department store in the 
same area, did even better. This season, it 
sold about 500 non-black, non-red satchels, 
or 24% of the total. 

For a society that stresses conformity at 
an early age, such a seemingly small act 
of defiance has far-reaching implications. 
It shows that many young parents, who 
themselves had no choice when they were 
young, are seeking to offer choices to their 
children and to make them more asser- 
tive. If this trend continues, it may also 
contribute to bringing up a new genera- 
tion of more independent-minded Japan- 
ese and to making society more tolerant 
of diversity. 

"Parents who do not want black or red 
satchels are usually young couples who 
have their own theories on child rearing,” 
says Yazawa. "They want their children to 
have a broader, more international outlook 
about life." 

One such parent isa“ young mother 
from Chiba, a suburb close to-Tokyg, “Al- 
though we'll be Approaeliing the” i t-cen- 


tury very soonj it's ificredible that we are“ < 


still using the Same,colours as those of the ` 


early Showa Period,” HIRS 
she wrote in Piy to a ERK gti 
naire. 

There may “be more parents like ha 
who question the wisdom of colour gon- 
formity, but many more swant to play safe 
and stick to tradition. Over 90% of all 
young children still use black’ or red satch- 
els only. 

ljime, or bullying an individual who acts 
or dresses differently from those around 
him, is a major problem in Japanese 
schools. A 13-year-old student who spoke 
with an accent was beaten to death recently 
by seven of his classmates in Yamagata 
prefecture near Tokyo. 

Such fear drives most parents to do 
their utmost to ensure that their children 
will not stick out in a crowd. “Even if my 
child likes a pink satchel, I will go for a 
black one to make sure he won't get into 
trouble at school,” said a young mother 
shopping in Mitsukoshi. Another factor 
that will slow down this satchel reform is 
that 80% of all satchels are bought by 
grandparents for their grandchildren as 
presents and they tend to make the safe 
choice. The colour revolution may well 
take another full generation to come to frui- 
tion. Li 


Louise do Rosario is a Review correspondent 
in Tokyo. 
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Death à la mode in China 


Art and Political Expression in Early China 
by Martin ]. Powers. Yale University Press, 
New Haven and London. US$66, £40. 


In ancient China, much time and effort 
went into the proper burial. During the 
Han dynasty (220 BC-AD 202), the ceme- 
tery was marked by stone pillars, inscribed 
steles and stone sculptures of tigers or 
other animals; the walls of the above- 
ground offering shrine and 
the tomb chamber itself 
were decorated with en- 
graved or painted figural 
scenes. It was believed that 
deterioration of the body 
might be inhibited by 
using jade body plugs or 
jade shrouds. Pottery jars 
and wine pots, inlaid 
bronze belt buckles and 
other fittings, mirrors, 
vessels, lacquer boxes, 
clothing and jewellery, as 
well as models of servants, 
towers, household goods, 
barnyard animals and even 
mounted armies might 
accompany the deceased in their tombs. 

In the past, assessment of the imagery 
in Han-dynasty grave objects and funerary 
stones was constrained by an over-reliance 
upon stylistic analysis. Art historians floun- 
dered when explaining, for example, per- 
ceived differences in the pictorial sophisti- 
cation of engraved murals by relying on 
such criteria as chronology, cross-influ- 
ences and provincial versus metropolitan 
artistic levels. 

In his striking re-evaluation of Han-dy- 
nasty art, Martin Powers refutes earlier ap- 
proaches that are based on the assumption 
that the art of this period reflects a striving 
for naturalism. Rather, he investigates pa- 
tronage, political content and the relation- 
ship between the two. Both artistic subjects 
and aesthetics, he maintains, reflect the re- 
quirements of patrons rather than the in- 
spiration of individual artists. What pa- 
trons wanted was often determined by eco- 
nomic and social pressures; these in turn 
shaped the art they paid for. 

Powers concludes that Han-dynasty art 
evolved through three aesthetic traditions. 
He designates as "ornamental" the earliest 
tradition, embodied in such artifacts as the 
glossy lacquer trays and caskets and 
bronze vessels with intricate gold-inlay de- 
signs inherited from the late Zhou period. 
Ostentation and costliness, judged in terms 
of artisan labour and expensive materials, 
proclaimed the status of the nobility and, 
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later, of the merchants. 

The appearance in art of Confucian sub- 
jects presented in an austere style with 
minimal intricate detail, marks the emer- 
gence of the “classical” tradition that rose 
to prominence with the scholarly class. In 
the murals found in the tombs and offer- 
ing-shrines of scholar families, the imagery 
was the message. Confucian subjects and 
the simplicity of presentation advertised 
the moral worth of the 
literati, proclaiming their 
fitness for bureaucratic of- 
fice. 

The third, “descriptive,” 
tradition appears at the 
end of the Han dynasty. It 
blends the ornamental tra- 
dition with new subjects 
that eschew the austerity of 
the Confucian scholar’s 
lifestyle in favour of an 
unprecedented display of 
opulence: estates with out- 
buildings and granaries, 
fine horses and pampered 
dogs, numerous stylish car- 
riages and huge kitchens, 
beautiful women and lavish banquets. The 
emphasis upon descriptions of material 
wealth accords with courtly taste dictated 
by nouveaux riches eunuchs and their mer- 
chant clients. 

Some might fault Powers’ methodology 
or conclusions. However, we will never 
again be able to look upon Han art in the 
same old ways; indeed, we are now com- 
pelled not only to reconsider Han-dynasty 
art, but perhaps also all Chinese art from 
new perspectives. Ellen Johnston Laing 


Ellen Johnston Laing is a research associate 
at the University of Michigan, Ann Arbor. 





Mandarin Toys 


Superfluous Things: Material Culture and 
Social Status in Early Modern China bi 
Craig Clunas. Polity Press, Cambridge. £35. 
Crisis and Transformation in Seventeenth- 
Century China: Society, Culture and 
Modernity in Li Yu's World by Chun-shu 
Chang and Shelley Hsueh-Lun Chang. The 
University of Michigan Press. LIS$55. 


The late Ming dynasty (1368-1644) man 
of letters seems to have been almost patho- 
logically obsessed with the objects with 
which he chose to surround himself; his 
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collections of books, antiques, paintings 
and calligraphic specimens of course, but 
also his teaware and household furniture, 
the accoutrements of his study, the rocks 
and plants in his garden. His was an ag- 
gressive aesthetic that comprehended all 
aspects of material life. In certain cases, one 
suspects, the distinction between art and 
life disappeared altogether and the style of 
life itself became a self-conscious form of 
art. 

The highest value of this aesthetic, 
summed up in the word qu (variously 
translated as zest, delight, interest), served 
to define both the object and the man, 
while it was the quality of his obsession 
that marked the owner as a man of taste. 
Zhang Dai (1597-ca.1685) for instance, 
claimed: "One cannot befriend à man who 
is without an obsession for he lacks deep 
emotion." 

Such men wrote copiously about the 
objects of their desires, and much profit- 
able use has been made of these texts by 
collectors, dealers and scholars of Chinese 
connoisseurship. 

In Superfluous Things, Craig Clunas of 
the Victoria and Albert Museum argues 
that hitherto we have tended to read these 
works too simplistically. To Clunas, the 
close fit between the artifacts that remain 
to us and the loving descriptions given 
them blinds us to the wider implications 
of this burgeoning of the specialised 
discourse of objects during the last hun- 
dred years of the Ming dynasty. Through 
close study of a number of representative 
texts, Clunas shows the extent to which 
they should be read as "consciously 
constructed attempts to reduce the confu- 
sion of the Ming world of goods to 
order." 

A rapidly commercialising economy, 
rising levels of urbanisation and the con- 
sequent breakdown of social boundaries 
led to a height- 
ened awareness 
that the produc- 
tion and consum- 
ption of luxury 
items was a po- 
tent source of so- 
cial conflict. 

The economic 
boom of the late 
Ming period, es- 
pecially in the 
lower Yangtze re- 
gion, made it pos- 
sible for rich mer- 
chants, tradition- 
ally a despised 
class, to buy themselves the trappings of 
culture. They could also afford to educate 
their sons, thus increasing the burden on 
the increasingly competitive civil service 
examination system. 

Good taste, however, could buttress the 
status of a self-declared cultural and politi- 
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cal elite. Handbooks of refined living 
which categorised, listed, ranked, praised 
and blamed commodities made it possible 
to differentiate between people on the basis 
of what and how they consumed. And 
while such handbooks helped to engender 
in their readers a sense of reassurance, they 
also betray the anxiety and political inse- 
curity felt by a group of men threatened by 
new sources of wealth and power. 

Clunas presents a well-argued and sop- 
histicated thesis which incorporates in its 
defence many finely translated passages 
from the texts he discusses. He is particu- 
larly acute in his discussion of the vocabu- 
lary of the late Ming discourse about 
things that were at once both superfluous 
and vital. 

If the handbook of refined living be- 
came a commodity, in certain hands it 
could also become a work of art. One of 
the illustrations in Clunas’ book de- 
picts an antique shop. It is taken from 
an edition of the plays of Li Yu (1611- 
80), the topic of a study by Chun-shu 
Chang and Shelley Hsueh-Lun Chang, 
though as their title suggests, their fo- 
cus is on the society as much as the 
man. 

Li Yu, an epicurean figure of ex- 
travagant talent and wit, wrote one of 
the finest of these handbooks, Casual 
Expressions of Idle Feeling (1671) and 
was involved also in the production of 
the popular Mustard Seed Garden 
Manual of Painting. He was besides a 
poet, playwright, literary critic and au- 
thor of some marvellous short stories 
and a pornographic novel, The Carnal 
Prayer Mat. 

Li Yu's life falls almost equally 
between the Ming and Qing dy- 
nasties, one of the most dramatic 
dynastic transitions in Chinese his- 
tory. How did the man of letters re- 
spond to such earth-shattering 
events? Wen Zhengheng, it is re- 
corded, chose to starve to death rather 
than pay allegiance to a new, foreign, dy- 
nastic house. Li Yu's loyalties proved 
somewhat different — to literature and en- 
joyment; to turning on their heads all our 
fondest notions; and above all, one sus- 
pects, to himself. 

Both these books characterise the late 
Ming in terms of its modernity and con- 
trasts this to the more traditional, even pu- 
ritanical early Manchu period. If the hand- 
books of refined living can be said to re- 
veal the hidden tensions and anxieties of a 
glorious age, Li Yu's Casual Expressions, free 
of false embarrassment, nostalgia and self- 
reproach, exudes the confidence of a man 
who refused to cut his coat either accord- 
ing to his cloth or to suit the fashion of his 
times. m Duncan Campbell 


Duncan Campbell teaches Chinese at Victoria 
University in Wellington. 
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The Thai Eye 


Modern Art in Thailand by Apinan 
Poshyananda. Oxford University Press, 
Singapore. S$110. 














When artist-critic Apinan Poshyananda 
decided to take on a third vocation as an 
art historian, he staged one last happening 
and gave it the portentous title: "How to 
Explain Art to a Bangkok Cock." 

Explaining art to the petty and self- 
important Thai art scene is a dangerous 
business. With the best of intentions, one 
might still crack egos and hatch vendettas. 
Which is why the insight and honesty of 
Apinan's meticulous volume is something 
of a miracle. 

Many still remember the histrionics at a 
1986 exhibition exploring the effects of "the 


Modern Art in 
Thailand 





American experience" on visiting Thai art- 
ists and their work. The curator, Dr Piriya 
Krairiksh, was a disciple of Oskar 
Kokoschka and an enfant terrible in Thai 
cultural circles. Piriya pointed bluntly at 
the imitative impact of the American ex- 
perience: in short, who took what from 
whom, and how. The artists protested and 
a minor print war followed. 

Piriya was neither the first nor the most 
vicious. Already in 1950, the acerbic politi- 
cian and intellectual (later prime minister) 
M. R. Kukrit Pramoj wrote: "The inspira- 
tion of our painters is often taken from 
some famous farang artists — those... 
easily found in foreign books. The result is 
that we get paintings inspired by farang 
but lacking in farang emotion." Each paint- 
ing, he complained, "screams loudly of 
Gauguin! or Van Gogh! or Salvador Dali! 
which was extremely offensive to the eye.” 

The problem is typical of all cultures-in- 
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a-hurry: How does one absorb the on- 
slaught of the new and foreign? 

Apinan shows us how modernism in 
Thailand traces its genealogy differently 
from the West. He takes us through the 
hangovers from court patronage and na- 
tion-building, the fascination with Western 
art styles, the agit-prop of the turbulent 
1970s, the coups and, not least, the fumes 
of NiC-dom. Although the technical vir- 
tuosity of Thai artists has facilitated the as- 
similation of outside influences, it has re- 
sulted often in works which lack emotional 
depth and commitment. 

It is odd to think of state-patronised 
modernism. But for Siam sitting amidst 
rapacious colonialists, modern art was a 
symbol of nationhood and progress. King 
Vajiravudh's Preferred Royal Style gave 
way to the fascist-inspired state vision of 
Field Marshal Phibunsongkhram. The 
legacy of the royal atelier remained 
strong; on a bad day artists were mere 
civil servants. 

The man responsible for institu- 
tionalising Thai modernism was 
Corado Feroci, the "Father of Thai 
Modern Art." Feroci was a middling 
Italian academician-sculptor brought 
in by King Vajiravudh in 1923 to fulfil 
some royal commissions. He had 
achieved some note under Mussolini's 
rule as a builder of war memorials and 
brought with him a profound under- 
standing of patronage as a way of life. 
For the next four decades, Feroci — or 
Silpa Bhirasri as he was later known 
— exerted an unparalleled influence 
on young Thai artists. And the power- 
ful art establishment he shaped at the 
Fine Arts University would dominate 
the art scene long after that. 

Apinan's work, based on his doc- 
toral research at Cornell, is dutifully 
thorough. Numerous plates pack the 
pages, depicting a century of artistic 
evolution. The vignettes are memora- 
ble: there is a glimpse of the late cultural 
diva Princess Chumbhot of Nagara Svarga. 
King Bhumibol Adulyadej makes a cameo 
appearance as the man who stopped an art 
war in the 1960s. 

Today artists relate more directly to the 
rage, distress and nihilism of urban life. 
Vasan Sitthiket, whose works bear such 
titles as "Nothing in a Man's Head, but 
Shit!" is someone to watch. At one of his 
happenings, Vasan screamed in the street 
and attached commodities to his body as 
he rode up and down the escalator at 
Mahboonkrong shopping mall. 

Perhaps this was what Prof. Stanley 
O'Connor meant when he wrote that Thai 
artists were trying on "not just new styles, 
but new self-definitions." 

m Albert Paravi Wongchirachai 


Albert Paravi Wongchirachai writes on the arts 
from Bangkok. 
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TRAVEL 


DISCOVER HOW 
DIFFERENT WE 
ARE. AND HOW 
VERY MUCH ALIKE. 





Each country has its own 
games, pastimes that tend 
to describe the cultures that 
created them. Understanding 
that there are differences is 
worthwhile, of course. So is 
the realization of this basic 
similarity: we all play. The 
world is full of wonderful 


people to meet, places to go, 
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Multimedia Gambit 


BM and Apple announced in May 1992 

that they were forming a joint venture 

called Kaleida. When rivals as different 
as these two companies get together, there 
has to be a good reason. At a news confer- 
ence in Tokyo in May, the reason became 
clear. 

Kaleida’s mission is to kick-start the 
multimedia industry. The company will 
attempt to do this by selling basic enabling- 
software technology. Kaleida’s first cus- 
tomers are three Japanese giants — 
Toshiba, Hitachi and Mitsubishi Electric — 
and one small one from Singapore, Crea- 
tive Technology. 

The immediate benefit for IBM and 
Apple will be the licence fees that Kaleida's 
technology generates. But the big pay-off 
will come as the industry grows. 
Pundits, with characteristic enthu- 
siasm, predict that multimedia will 
be a multibillion-US dollar business 
by 1995. 

By taking the unusual step of es- 
tablishing an independent com- 
pany, IBM and Apple hope to per- 
suade other companies to sign up 
for their vision of the future. At the 
same time, however, the US com- 
panies obviously expect to win a 
big share of the market for multi- 
media hardware. 

This market already exists, but 
it is small — about 1.5 million play- 
ers — and fragmented. Currently, 
there are perhaps a dozen types of 
competing multimedia hardware. 
Software written for one type of 
hardware will not run on another. 

In addition to incompatibility, a second 
obstacle to market growth is that consum- 
ers used to watching high-quality televi- 
sion pictures are reluctant to put up with 
the rough- -and-ready images of multime- 
dia. "There's more money spent on pro- 
ducing a single episode of an afternoon 
soap opera than there has ever been on a 
multimedia title,” Kaleida president Nat 
Goldhaber points out. 

With such a splintered market, multi- 
media-software developers cannot justify 
the expense. One or two honourable 
exceptions aside, most current multimedia 
titles are, as Goldhaber admits, not very 
good. But without compelling titles, con- 
sumers will not buy players. 

Kaleida is a bold attempt to get around 
this impasse. The company has four prod- 
ucts that it hopes will form the basis for a 
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By Bob Johnstone 


new industry standard. The first and most 
important of these is a so-called authoring 
language dubbed ScriptX. 

ScriptX, which will run on any type of 
computer, is intended to allow authors to 
create titles using various types of media: 
assemblages of text, images, animation, 
video and sound. Most multimedia 
authors, however, will not use ScriptX 
directly. Instead, they will employ special- 
ised tools that will run on top of it. 

The model for this style of business is 
Adobe, a US software company specialis- 
ing in type fonts for desk-top publishing. 
Word processors and page makers are able 
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Desktop multimedia: Kaleida's vision of the future. 


to draw on Adobe's fonts to produce 
elegant-looking results. 

Goldhaber believes the availability of 
ScriptX will spark the development of all 
sorts of software tools. Some, for example, 
will enable the production of multimedia 
magazines. Such tools will make it easy to 
develop a magazine format in which all a 
layout person needs to do is follow simple 
instructions such as “enter text here.” 

In addition to supporting authors, 
ScriptX will also play back multimedia 
titles. Here, too, the software is designed to 
be used on many types of hardware. These 
include high-end desktop computers, such 
as the Power PC iBM and Apple are 
developing, and portable multimedia play- 
ers such as the Sweet-Pea, the code name 
for a hand-held machine that Apple and 
Toshiba will shortly announce. 
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A third category is a new breed of com- 
puter known as a set-top. These computers 
will sit on TVs to perform such tasks on 
behalf of viewers as sifting through menus 
of programmes and instructing a videocas- 
sette player to tape favourites. 

ScriptX will run under all popular oper- 
ating systems for personal computers such 
as Microsoft's Windows, Apple's System 
7.0 and IBM's OS/2. Kaleida has also 
developed a special-purpose operating sys- 
tem for machines that do not have their 
own. Finally, though the company has no 
plans to manufacture hardware itself, it has 
drawn up specifications that would-be 
makers can refer to. 

In theory, this sort of hand-holding 
should make Kaleida popular among 
Asian electronics manufacturers, 
few of which have the design skills 
to come up with a new category of 
product. Kaleida is particularly 
keen to persuade Japanese com- 
panies to use its software. Japanese 
companies not only dominates the 
consumer-electronics industry, 
they also monopolise key compo- 
nents such as liquid-crystal dis- 
plays and compact-disc drives. 

Toshiba, bv virtue of its on- 
going development project with 
Apple, had little alternative but to 
subscribe. And in Japan, where one 
heavy-electrical equipment maker 
goes, others are sure to follow. 

But conspicuously absent from 
Kaleida's little list are consumer- 
electronics companies. One reason 
for this is that several of these com- 
panies have fish of their own to fry. Sony is 
pushing a hand-held multimedia player 
that it developed. And Matshushita is com- 
mitted to building players based on 3DO's 
super game-machine paradigm, while 
Sharp is working with Apple on yet an- 
other category of hardware, personal dig- 
ital assistants. 

Moreover, Japanese companies have 
been sceptical of Kaleida because the 
company has yet to produce any evidence 
of the wonderfulness of its software. But 
they may be persuaded later this month, 
when Kaleida finally unveils applications 
written using ScriptX. If demonstrations go 
well, Goldhaber hopes that makers will 
rush to produce players conforming to the 
new standard. The idea is to have players 
and titles in the shops in time for Christ- 
mas. LI 
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| Professional woe in among Japan's youngsters. 





MARKETING 


The phenomenal success of the new Japanese soccer league 
shows how marketing techniques and organising skills can 
conjure up a billion-dollar industry. 


By Jonathan Friedland in Tokyo 


t is kick-off time at Mitsuzawa Stadium 

in Yokohama and fans of the Nissan 

Marinos are being w hipped into a frenzy 
by a giant chicken dressed in a sailor suit. 
Waving what appear to be hundreds of 
tiny French flags and singing a tune that 
sounds like "The Battle Hymn of the Re- 
public," the young supporters of the home 
team pump up the volume as their squad 
takes the field. 

Across the stadium in the vip box sits a 
group of elderly, besuited executives, 
hands in their laps. The roar of the crowd 
brings wry smiles to their faces, for the 
sound is music to their ears. To the vener- 
able spectators from Nissan Motors, Sega 
— dg Tokyo Broadcasting System, 

East Japan Railways and others, the sound 
is the equivalent of cash registers ringing. 
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If there were a World Cup for sports 
marketing, the new Japan Professional Soc- 
cer League would win hands down. Hav- 
ing emerged four years ago from the idea 
of a former footballer, the J.League opened 
on 15 May and has set an example of how 
to turn a sport into big business. 

The football league's strong start shows 
what Japanese business can achieve when 
it sets its collective mind to something. At 
a time when Japanese firms are finding it 
harder to sell their goods both at home and 
abroad, they have created a market almost 
entirely from scratch. Some 120 companies 
have joined forces with the soccer league 
to target Japan's under-30s. And they are 
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an Shoots for Goal 


working closely with the Japanese media 
to create the necessary level of excitement 
to ensure the turnstiles keep on clicking. 

The mastermind of the project is the 
chairman of the J.League, Saburo Kawa- 
buchi, who played football for the Japan 
national team 30 years ago. A former di- 
rector at an industrial unit of cable maker 
Furukawa Electric, he has succeeded in 
making his fledgling enterprise an instantly 
ubiquitous presence in the media, shops 
and schools. The result is a private-public 
sector partnership that is aimed at generat- 
ing big profits for its backers and at mak- 
ing Japan a force to be reckoned with in 
the world’s most popular sport. 

With the help of an advertising blitz 
developed by Japan’s second-largest 
agency, Hakuhodo, Kawabuchi is selling 
the J.League as a vehicle to nurture an in- 
ternationally competitive Japanese national 
soccer team. And he wants the league to 
form the basis for a Japanese bid to be- 
come the first Asian host of the World Cup, 
in 2002. Japan's national team has never 
made it to the World Cup finals, but com- 
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mentators say it has a sporting chance of 
doing so in 1994. 

By pitching the J.League in this way, 
Kawabuchi has created a business that has 
widespread support. The 55-year-old 
former manager of Japan’s national squad 
has done for soccer what the Ministry for 
International Trade and Industry did for 
Japan's export industries in the 1960s. He 
has created a well-defined goal that every- 
one can root for. 

"We thought that unless we attempted 
to reach a high ideal, it would not be worth 
it,” Kawabuchi says. “If we had attempted 
to achieve our goals in a gradual way, it 
would have been natural but 1 don't think 
it would have worked." 

After some hesitation, corporate Japan 
has fully committed itself to Kawabuchi's 
vision. Ten previously amateur teams, 
owned by companies such as Toyota Mo- 
tor, All Nippon Airways and trading com- 
pany Mitsubishi Corp., received cash injec- 
tions of up to Y1.5 billion (US$13.5 million) 
each from their parents to prepare for the 
launch. Much of the money was used to 
hire top foreign footballers such as Eng- 
land's Gary Lineker, Germany's Pierre 
Littbarski and Zico of Brazil. They are be- 
ing paid US$800,000-1 million annually to 
help upgrade both the quality and image 
of Japanese soccer. 

So far, the J.League appears to be suc- 
ceeding, despite the recession and the fact 
that it is competing for air time with base- 
ball, the sporting obsession among Japan- 
ese men of more than 30 years of age. Soc- 
cer games are drawing television audiences 
as large as those for baseball, says 
Kawabuchi. And football games in the To- 
kyo area are sold out. The belief is that if 
the US can sustain year-round enthusiasm 








Logos of the 10 teams in the J.League. 


for four professional sports, Japan should 
be able to do so for two. 

On current predictions, the J.League is 
expected to generate in its first year Y110 
billion in sales of tickets, products, and tele- 
vision and advertising rights. This is far 
more than the amount its backers had an- 
ticipated, but profits from league-related 
enterprises are not expected to trickle in 
before 1997. 

While Japanese firms have failed to cash 
in on the marriage of Crown Prince 
Naruhito and former diplomat Masako 
Owada on 9 June (see following story), the 
launch of the J.League is giving a lift to an 
otherwise gloomy Japanese economy. 

Judging by the outfit worn by 18-year- 


old Yoko Nakajima at the Yokohama 


game, the football business is thriving. 
Yoko is supporting JEF United, the visitors 
from Chiba on the other side of Tokyo. She 
is decked out in a team T-shirt and a base- 
ball cap designed to look like a soccer ball. 
She is grasping a red, yellow and green 
JEF United flag, has a string bracelet in the 
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same colours and a green horn draped 
around her neck. The get-up cost her 
¥20,000. 

Her boyfriend Shinji Akiyama paid 


¥5,000 for two tickets to the match. He is —. 


drinking a Suntory beer and eating Calbee 
potato chips, both of which are em- 
blazoned with the JEF United logo, as well 
as that of the rine other J.League teams. 
Down on the field, the product endorse- 
ments are plastered, ond players, kit, on 
billboards, even, ett the- press got 
phers' vests. 3. oct E. 

"Soccer is getting increasingly Pcr 
among kids pan and the vcn E 
know that," says’ Hajig Fukuhara, an exe | | 
ecutive at IMG Tokyo, thesja {Hanes 
the US sports marketing group: 
why they are willing to spend the ond 

Índeed, a recent’ poll conducted,b 
Prime Minister's effice foun id that sóécer r 
most popular andi e rhen ‘aiid women 
aged 15-25. This is in Sharp-contrast to 
baseball, which is most popular with men 
aged 50 and older. “The demographics 
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have worked in our favour,” says 
Kawabuchi. “The big foundation of young 
Japanese that have played soccer was a 
very favourable point for J.League.” The 
key factor is that the Ministry of Education 
has been promoting soccer in elementary 
schools for the past 20 years. 

“All young men and women have, at 
one point or another, played some soccer,” 
says Yasushi Imatoki, who manages the 
business affairs of Littbarski. “In this way, 
the sport has quite a different following 
than baseball.” 

In creating the J.League, Kawabuchi has 
borrowed many ideas from abroad. Unlike 
Japan's two professional baseball leagues, 
where each team operates as an independ- 
ent unit, the J.League is emulating Ameri- 
ca's National Football League, which 
strictly controls the design, marketing and 
sales of items related to its member teams 
and which negotiates television contracts 
on behalf of its members. 

Revenues from the sale of J.League-li- 
censed goods and national television rights 
are split evenly among league teams, with 
the remainder covering the cost of running 
the head office. The teams keep their own 
ticket revenues and the money raised from 
selling the broadcast rights to regional tele- 
vision stations. 

One reason for the success of the mar- 
keting campaign is that the job of supervis- 
ing the design and manufacture of 
J.League goods was given to a single com- 
pany, Sony Creative Products, a unit of 
Sony Music Entertainment and the Ja- 
panese licensee for Sesame Street products. 
Sony Creative came up with a design for 
each team, which includes a crest, a 
marque, a logo and a mascot such as the 
Marino's nautically attired chicken. These 
are reproduced in a variety of items, rang- 
ing from keychains to coffee mugs, and are 
pitched at 15-25 year olds. 

Sony Creative has opened 105 Category 
One boutiques, in venues ranging from 
Shinjuku department store Isetan to the 
Kiddieland toy store chain, to sell J.League 
merchandise. It has also sold the rights to 
use J.League designs to 36 sub-licensees, 
including pudding vendor Morinaga, 
watch manufacturer Citizen and umbrella 
maker Moonbat. Japanese sportswear giant 
Mizuno, which is supplying league uni- 
forms, has launched its own chain of 627 
mini-boutiques called J.Station to sell foot- 
ball kits, balls and boots. 

- Nobuyuki Komai, an assistant general 
manager at Sony Creative, expects sales of 
J.League-licensed products to exceed ¥37 
billion in the year to March 1994. The Cat- 
egory One shops alone, he says, should 
generate ¥10 billion in sales during the 
same period. Similarly, executives at 
Mizuno say that J.Station sales are far 
higher than expected and will easily breach 
the Y2.5 billion sales target for the year. 

America's National Football League is 


one inspiration for Kawabuchi; another is 
the 1984 Los Angeles Olympics Commit- 
tee, because it used private money to up- 
grade public athletic facilities. Japan must 
do the same, he argues, if it is to host the 
World Cup. 

As of now, there are only three stadi- 
ums in the entire country that hold more 
than 40,000 people. By 1996, work must be 
started on 12 more stadiums of at least that 
size for Japan to be considered an appro- 
priate venue for the World Cup. 

The private-public partnership can best 
be seen in Kashima, an urban backwater of 
45,000 souls in Ibaraki prefecture north of 
Tokyo. Two thirds of the shares in the 
Kashima Antlers team are owned by Sumi- 
tomo Metals, whose local steel-works are 
the town's biggest employer; the remain- 
ing stock is held by local authorities. 

The prefecture is contributing ¥8 billion 
towards the cost of building a new sta- 
dium, which will be rented by the Antlers. 
And East Japan Railways, which is part- 
owner of JEF United, is building a spur 
line to transport spectators to the stadium. 
Kashima mayor Takeshi Ikari says he 
hopes his town will become the 
"football capital" of Japan. 

Kawabuchi says: "Right 
now what we are lacking most 
is enough seats and good ac- 
cess to the stadiums. What we 
need now is to establish good 
theatres for the performance." 
And the enlargement of stadi- 
ums is vital to making the 
J.League financially viable. At 
present, most teams expect to 
lose up to ¥1 billion annually, 
mainly because the average 
J.League stadium can only hold 
11,000 fans, league officials say. 

In addition to paying top 
salaries for up to five foreign 
players per team, as well as 
US$100-400,000 a year for each 
Japanese player, every team 
must also support several secondary 
squads. To help build a strong base for the 
league's future, these go all the way down 
to elementary-school level. 

To offset the expense, the league itself is 
providing each year a per-team subsidy of 
¥250-300 million from league sponsors and 
from the sale of television and licensing 
rights. The companies contributing to the 
central kitty include brewer Suntory, cos- 
metics giant Shiseido, noodle maker Nissin 
Flour Mills and Okasan Securities. 

The league might receive another boost 
to its coffers next year, if Kawabuchi has 
his way. The J.League chairman has lob- 
bied Japan's parliament to introduce a na- 
tional lottery scheme to pay for public 
sports facilities. Some of the lottery rev- 
enue, which could amount to Y40 billion 
annually, would be spent on the construc- 
tion of new stadiums. ia 
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Wedding 
Undersold 


Japanese firms are not 
cashing in on the royals 


says it all. In celebration of the 9 June 

wedding of Crown Prince Naruhito 
and former diplomat Masako Owada, Ja- 
pan's Ministry of Posts and Telecommuni- 
cations designed a stamp bearing a formal 
portrait of the royal couple. 

Certainly not, said the crusty courtiers 
who keep all manner of harm from the 
royal family. The prospect of a cancel- 
stamp coming down on the imperial vis- 
ages was too much to bear. Still, the minis- 
try hopes to prevail in the end. 

Unlike the wedding of Prince Charles 


T he case of the commemorative stamp 





All eyes are on the Crown Prince and Princess. 


and his bride Diana 12 years ago, there are 
no plates, mugs, flags or pillow covers to 
celebrate what may be the last great Japan- 
ese royal event of this century. Even 
putting kitsch aside, Japan's ailing big re- 
tailers stopped far short of making the best 
of what most consider a glamorous match. 

One reason is the ultra-conservative 
Imperial Household Agency, which has 
sought to prevent the commercialisation of 
the event by publicly chiding merchants 
callow enough to try. Another reason is 
Japan's occasionally violent right-wing 
groups. "If a product happens to be impo- 
lite" towards the royal family, says one 
Japanese marketing analyst, "they'll come 
after you." 

To be sure, there are gold, silver and 
nickel commemorative coins, demurely il- 
lustrated with a Japanese symbol of luck, 
the crane. Queues formed outside banks 
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and post offices when they went on sale on 
4 June. The Ministry of Finance is making 
big profits from their sale: each ¥50,000 
gold coin cost ¥23,000 to produce. 

In addition, brewers have produced 
subtly titled congratulatory beer and sake. 
And behemoth utilities such as Japan Rail- 
ways and Nippon Telegraph & Telephone 
put out commemorative tickets and calling 
cards. 

Some merchants also apparently sought 
to benefit through inference, while publicly 
denying that they were doing so. Leading 
cosmetics manufacturer Shiseido recently 
used colours associated with the royal fam- 
ily for its powder cologne bottles. And a 
Shinjuku hotel is hosting concerts by the 
chorus of Owada’s alma-mater, Harvard 
University. 

People are also emulating the new prin- 
cess’ taste in merchandise, though retailers 
have been careful to avoid being seen to 
exploit the phenomenon. Brands favoured 
by the princess, including Hermes scarves, 
Kanematsu shoes, and Toyota's Corolla II 
coupe, recorded temporary sales upticks. 
Jewellery, too, received a brief boost. 

But efforts to cash in on the wedding 
appear muted when contrasted with the 
extraordinary media hype that is accom- 
panying the event. Tokyo's six television 
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stations have deployed thousands of per- | 


sonnel and hundreds of mobile units to 
capture the event's every nuance. One even 
planned to import Brooke Shields, Naru- 
hito's favourite college-days pin-up, to pro- 
vide commentary. 


The prospects for business, however, 


are a far cry from the euphoria in January 
when the engagement was announced. 
Then, the research institute of Nippon Life 
Insurance predicted that the betrothal 
would boost annual economic growth by 
¥3.3 trillion, or 0.8 of a percentage point. In 
the end, suggest economists, the wedding 
might actually cause a net shrinkage, by 
giving Japanese an extra day's holiday. 

The giant life insurer simply extrapo- 
lated the economic impact of Emperor 
Akihito's 1959 wedding into today's terms. 
This ignored the fact that 34 years ago “Ja- 
pan was at the start of a boom, not in the 
midst of recession, and everyone went out 
to buy their first TV set to watch the wed- 
ding," says a spokesman for a major de- 
partment-store chain. 

While the diktat of the Imperial House- 
hold Agency and the militant right have 
helped to dampen the commercial frenzy, 
analysts say that other factors were at work 





as well. “The issue is Japan itself,” explains | 


Keji Oka, manager of the consumer-mar- 
keting studies department at advertising 
giant Dentsu. "Long ago, the Emperor's 
wedding was a big deal. Now people are 
more concerned about Cambodia and 
political reform. They all want to watch 
soccer or baseball on Tv.” 

m Jonathan Friedland 


ECONOMIC 


RELATIONS 


Dragon's Breath 





By Peter Hannam in Ulan Bator 


ashington is trying to help Mon- 
golia's economic development by 
granting the country quota-free 


access to the US textile market, but to the 
alarm of American trade officials, com- 
panies from China and Hongkong are leap- 
ing to take advantage of the privilege. 
American customs officials have discov- 
ered that large numbers of Chinese-made 
textiles, mostly sweaters, have arrived in 
the US with labels falsely declaring they 
were made in Mongolia. 

In April raids on warehouses in the 











northern Mongolian city of Darkhan, cus- 
toms officers from Mongolia and the US 
found thousands of dollars of apparel 
made in China ready for shipment to the 
US. Now, Washington is threatening to 
end Mongolia's quota-free access to the US 
if steps are not taken to stop the illicit trade. 

The textile shipments are an example of 
the speed with which Mongolia and Chi- 
na's economic relationship is growing — 
and not always to Ulan Bator's advantage. 
In 1992, trade between the countries dou- 
bled from a year earlier to US$153 million, 
according to Mongolian figures. More than 
200 Chinese trade missions have visited 
Mongolia in the past two years, spawning 


| 70 joint ventures from trading companies 


to restaurants and small hotels. 
With the collapse of Mongolia's prefer- 


ential trade ties with the former Soviet 


Union, Ulan Bator is increasingly relying 
on China. But the Mongolian Government 
is worried about being embraced too 
tightly by its large neighbour. During the 
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Traders unload China-made goods in Mongolia. 


Mongolia fears China's economic clout 


preparation of the recently revised foreign- 
investment law, for instance, officials con- 
sidered a clause restricting investment 
from China. Such a measure, however, 
would have contradicted the country's 
open-door policy, and it was dropped. 

Peking's efforts to promote trade, such 
as granting Mongolia duty-free access to 
Tianjin, are also treated with suspicion in 
Ulan Bator. "One can see it's beneficial for 
our side and profitable for them," says 
Ravdangiyn Bold, director of the capital's 
semi-official Institute for Strategic Studies. 
"But from a strategic perspective, this is 
evidence of our potential dependence." 

Memories of domination un- 
der Chinese rule during the Oing 
dynasty from 1691-1911 and a 
widespread perception of poor 
treatment of Mongols in China's 
Inner Mongolia Autonomous 
Region continue to fan the em- 
bers of ethnic distrust. "Among 
elderly people, there is a joke 
that it's better for our country to 
have friendly relations with Rus- 
sia because if my daughter goes 
with a Chinese, I can't tell," a 
Mongolian official says. 

Nonetheless, fears in Ulan 
Bator of Chinese economic con- 
trol are probably premature. 
Analysts say Mongolia's poor in- 
frastructure, contradictory laws 
and relatively small market of 
2.3 million people will discour- 
age large amounts of direct investment 
from China in the short term. "Companies 
[from China] are interested in investing in 
Mongolia, a Chinese businessman says. 
"But you make a contract today, and it's 
broken tomorrow." 

At present, concessionary loans worth 
Rmb 80 million (US$14 million) account for 
the bulk of China's investment in Mongo- 
lia. But spending even pledged money 
might not be easy. World Bank officials 
doubt the viability of a pulp mill and sugar 
beet factory, two projects earmarked to re- 
ceive Chinese loans. 

The countries' different rail gauges may 
also put a ceiling on trade unless other land 
routes are developed. In April, more than 
1,000 wagons filled with goods were stuck 
on either side of the border. Still, China's 
economic expansion and rising demand for 
raw materials are expected to foster greater 
activity in Mongolia by Chinese com- 
panies. "It's inevitable," the Chinese busi- 
nessman says. "There's no choice." a 
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Isle of Angst 


usinessmen and private economists 
| have grown pessimistic since early 


in the year, despite the instalment of 
a strongly pro-business cabinet in March. 
Their main worries are sluggish exports 
and growing dependence on commercial 
ties with China, a trend that has aggra- 
vated uncertainties about the future of Tai- 


| wanese manufacturing. 


The good news is that GNP grew a re- 
spectable 6.2% year-on-year during the first 
quarter of 1993. While below the govern- 
ment's 6.6% projection for the year, it is 
well above the rates of Taiwan's major 
trading partners, the US and Japan. In mer- 
chandise trade, exports were up a year-on- 
year 3.4% during the first four months, at 
US$27 billion, and imports up 13% at 
US$25 billion. The current-account surplus 
shrank 25% from a year earlier to US$1.7 
billion. 

The biggest growth factor for exports 
remains the Chinese mainland. Govern- 
ment data show exports to Hongkong, the 
entrepot tor most cross-strait commerce, 
was up a year-on-year 18% to US$5.5 bil- 
lion in the four months through April. The 
actual level of exports to China is difficult 
to measure, but one economist predicts 
these will exceed 15% of Taiwan’s total ex- 
ports this year. Imports from Hongkong 
and indirectly from China equal about 10% 
of exports, leaving Taiwan a huge trade 
surplus with the Greater China region, due 
mainly to Taipei’s ban on most mainland- 
produced goods, 

More worrisome in the short term is 
that government debt is projected to total 
NT$1.6 trillion (US$62 billion) by the end 
of June, equivalent to 30% of GNP, against 
7% five years ago. In response to fears that 
debt is growing too high too fast, and that 
the government's massive, six-year infra- 
structure-development programme is de- 
generating into special-interest handouts, 
Prime Minister Lien Chan is expected to 
announce drastic cutbacks this summer. 
The government's planning agency has just 
recommended sharp cuts in many projects. 
One consequence will be a scaling back of 
government bond issues. These total 
NT$235 billion so far this fiscal year, which 
ends on 30 June. 

The NT dollar depreciated almost 39; 
against the US currency during the first 
five months of the year, to NT$26.10, its 
most significant decline since the mid- 
1980s. This reversal of the currency's long- 
term appreciation, combined with a shrink- 
ing trade surplus with the US, has tempo- 
rarily alleviated US pressure on Taipei to 


FAR EASTERN ECONOMIC REVIEW 


loosen currency controls and open up for- 
eign-exchange markets. Foreign-exchange 
reserves have been relatively stable in 1993, 
totalling US$83.2 billion as of 31 March. 

Officially, the inflation rate has aver- 
aged 3.2% since January, but government 
data is not very credible. Civil-service and 
private wages, for instance, have risen at 
several times the official inflation levels for 
the past several years. Private surveys and 
the man in the street agree that the cost of 
food and housing has risen many times 
faster than indicated by the consumer price 
index. 

Investment by foreigners has declined 
for the past three years, despite the curi- 
ously high ratings for Taiwan's investment 


Declining Interest : 
Approved foreign investment in Taiwan 
USS billion 

2.5- 
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* Through April Source: Ministry of Economic Affairs, Taipei 


climate by international business research 
groups. During the first four months of 
1993, foreign-investment approvals were 
down a year-on-year 9% to US$254 mil- 
lion. An estimated US$177 million in for- 
eign investments were closed down or oth- 
erwise withdrawn in 1992. Government 
officials said the reasons included the in- 
ternational economic slowdown, high Tai- 
wanese wages and stricter regulations. 
Meanwhile, the broadest measure of 
money supply, M2, rose less than 3% dur- 
ing the first quarter of the year, within the 
range set by the Central Bank. The bank 
does not set a prime rate, but the prime 
lending rates at individual banks range 
above 8%, relatively high for Asia. 
Unemployment remains below 1.5%, 
while the Council on Labour Affairs has 
steadily raised the ceiling for the legal im- 
port of foreign workers. The quota now 
exceeds 100,000. Taiwan is suffering a la- 
bour shortage, mainly in the construction 
industry. m Julian Baum 
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Beer Brawl 


San Miguel, Asia Brewery duel in Philippine legislature 








By Rigoberto Tiglao in Manila 


all it the Battle of the Bills — two of 
the Philippines biggest companies 
slugging it out, not in the market- 
place but through competing draft legisla- 
tion that is now passing through Congress. 

In one corner is San Miguel, the coun- 
try’s leading conglomerate, headed by the 
Soriano family; in the other, upstart Asia 
Brewery, whose boss Lucio Tan has re- 
cently commanded public attention with 
his foray into Philippine Airlines. The bat- 
tle is over higher taxes on beer — and 
which of the two brewers gets hit hardest. 
According to Manila gossip, millions of 
pesos have already been spent in lobbying 
congressmen. 

The tussle began late last year when the 
Finance Department proposed raising beer 
taxes to help plug the government's budget 
deficit. Faced with a common threat, the 
two brewers might have been expected to 
join forces. Instead, they are each backing 
proposals for tax increases that would 
weigh most heavily on the other's top 
money-spinner — Pale Pilsen for San 
Miguel, and the mischievously named 
"Beer" at Asia Brewery. The government's 
own proposals, meanwhile, have yet to se- 
cure formal introduction in Congress. 

More is at stake than the price of a 
drink. Asia Brewery, whose rise has been 
part of Tan's corporate dream, could be 
fatally wounded if it loses. The govern- 
ment, too, may be a casualty. 
With its tax revenues run- 
ning well below target, Ma- 
nila may be headed for an- 
other budget crisis unless it 
can secure Congressional 
agreement on the beer levy 
and other remedial meas- 
ures (see next story). The 
beer brawl, meanwhile, 
provides a fascinating 
glimpse of how easily 
policy-making in the Phil- 
ippines becomes subverted 
by special interests. 

"What's sad in all of 
this," says one congress- 
man, "is a lot of my col- 
leagues' time has been 
spent trying to find out 
who's right or wrong in this 
complicated issue . . . Or 
maybe to be visible and in- 
terested enough in the hear- 
ings to get a piece of the 


pie." 
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* includes Manila Beer, Stag and Supermax 


Tan: low-price strategy pays off. 


The battle has already claimed one vic- 
tim: Finance Secretary Ramon del Rosario, 
who on 1 June failed to win the Congres- 
sional confirmation he needed to stay in 
his job. While several issues contributed to 
his downfall (see page 56), Del Rosario's 
stance in the beer controversy was re- 
garded with suspicion because of his 
former links to San Miguel. Del Rosario 
was a chief executive officer of the beer 
and food conglomerate, as well as of Asia 
Bank, another Soriano-linked company. 

Although his aides say he had distanced 
himself from the Soriano camp, "in the end 
[the Ramos administration] saw del Rosa- 
rio as a liability," says one government of- 
ficial, explaining why President Fi- 
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del Ramos decided not to reappoint his 
nominee. “No matter what Del Rosario 
said or did, people will still think he's do- 
ing it for San Miguel. That's a problem 
when you want to convince Congress to 
push new tax bills." 

The competing bills would both raise 
taxes on beer, but from there on they differ 
sharply: 

9 San Miguel backs a measure introduced 
by Representative Arnulfo Fuentabella. 
This would replace the current 60% ad 
valorem tax, levied on ex-factory prices, 
with a flat rate of P6.60 (24 US cents) a litre 
for all beer products. For a one-year grace 
period, the rate on low-priced beers would 
be P5.60 a litre. 

p> Asia Brewery has counter-attacked with 
a bill introduced by Congressman Eric 
Singson. This would create a two-tier sys- 
tem: a 60% tax on higher-priced beers and 
a 40% rate for cheaper products. These 
taxes would be levied on the wholesale 
price, inclusive of the existing ad valorem 
and value-added taxes. According to San 
Miguel, this represents an effective tax rate 
of 194%. 

Both companies appear to have crafted 
their measures to bite hardest in the parts 
of the market where the other is strongest. 
San Miguel currently has an 85% market 
share, mostly accounted for by Pale Pilsen, 
which wholesales at P6.14 for a 320-millili- 
tre bottle. But Pale Pilsen has been under 
pressure, chiefly because the country's eco- 
nomic malaise has left Filipinos with less 
to spend, especially in rural areas. 

Tan has taken advantage of this by 
pushing products at wholesale prices al- 
most 50% lower than Pale Pilsen's; his Beer 
sells for P3.33 and comes in a bottle that 
looks like Pilsen (San Miguel has chal- 
lenged its representation in court). On the 
strength of this low-price strategy, Tan has 
built Asia Brewery's market 
share to 15% from zero in 
1982 — and forced San 
Miguel to introduce cheap 
brands of its own. This has 
encouraged a “down- 
shifting” by beer drinkers. 
As even San Miguel offi- 
cials acknowledge, the mar- 
ket share of low-priced beer 
increased to 28% in 1992 
from 20.5% in 1989. 

Harry Tan, brother of 
Lucio, claims the San 
Miguel-backed Fuentabella 
bill is an attempt to cripple 
Asia Brewery, which would 
be hit disproportionately by 
the proposed flat-rate tax. 
The wholesale price of Beer 
would rise 24% to P4.14 a 
bottle — enough to edge it 
out of the “low-price” mar- 
ket, Tan officials claim — 
while Pale Pilsen's price 
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' ‘Gwould rise just 3% to P6.33. (While San 
Miguel's own low-price products would be 


~ * hit to (he same extent as Tan's, they ac- 


' copt for only 17% of its production, and 


* even less of its profits.) 


„ San Miguelyon the other hand, claims it 
'*«. would be farcéd to close two breweries and 
lay off 2,000--employees if Asia Brewery 
wins the day. With overall beer consump- 
tion having declined 15% in the past two 
years, the Soriano camp fears Pale Pilsen 
could be killed off by the Tan proposal. 
That would be a critical blow: beer pro- 
vides 45% of the conglomerate’s profit — 
and most of that comes from its premier 
brand. 

The Tan proposal would raise the 
wholesale price of Pale Pilsen by 29% to 
P7.91 a bottle, while Beer's price would in- 
crease by 12% to P3.72 — in fact widening 
the price gap in Asia Brewery's favour. 

Parts of the argument, though, recall 
another battle, in which Tan has so far suc- 
cessfully blocked legislation that would 
have raised the tax bill in another part of 
his empire, cigarette producer Fortune To- 
bacco. In that case, questions have been 
raised about the effectiveness of ad 
valorem taxes. 


"The ad valorem system provides op- 


Picking Up the Pieces 


One of Ramon del Rosario's last acts be- 
fore he lost his ministerial post was to 
attend an emergency meeting of senior 
advisers that President Fidel Ramos 
called on 3 June to assess the Philippines' 
economic situation. 

According to government officials, the 
picture that the outgoing finance secre- 
tary painted was a gloomy one: 
> revenues are running below estimates, 
partly because of the Congressional im- 
passe on tax legislation; 

P with the government budget deficit 
threatening to balloon, the IMF has refused 
to approve a new standby credit; 

> without the IMF loan, Manila faces hav- 
ing to use at least US$1.4 billion of its re- 
serves this year to cover debt repayments. 

Del Rosario's own future was equally 
ill-starred. Two days earlier, Congress 
had refused to confirm his appointment 
in the finance post (almost a year after he 
took the job). President Fidel Ramos de- 
cided not to press his nomination, and by 
4 June he was out. To compound the ap- 
pearance of drift in economic manage- 
ment, central-bank governor Jose Cuisia 
subsequently announced that he, too, 
would step down at the end of June. 

Del Rosario's successor — likely to be 
Education Secretary Armand Fabella, ac- 
cording to government sources — will 


portunities for tax avoidance through the 
use of dummy marketing companies," says 
san Miguel counsel Lorna Kapunan. 

In beer, too, Tan is alleged by his rivals 
to have lowered his company's tax pay- 
ments by declaring low ex-factory prices 
and then recovering the true value of the 
product through higher wholesale prices. 
The latter, it is claimed, are set by market- 
ing companies that are owned by Tan or 
his business associates. A 17 May Finance 
Department memorandum on beer-tax 
policy stated: "Manufacturers are under- 
stating their prices for 
tax purposes. Another 
possibility is the use of 
marketing companies 
which are controlled by 
the manufacturers." 

By way of evidence, 
San Miguel points to the 
price gap between its 
and Asia Brewery's 
brands. The P3.33-a-bot- 
tle wholesale price of 
Beer compares with 
P4.23 for the equivalent 
San Miguel brand, Gold 
Eagle. But Harry Tan re- 
torts: "What our rivals 


take over a sickly 
portfolio. One of his 
most immediate con- 
cerns will be the dete- 
riorating budget posi- 
tion. 

More businessman 
than politician, Del 
Rosario appears to 
have been taken 
aback by the difficul- 
ties of getting new tax 
legislation in place 
to help bridge the 
budget gap. Separate 
initiatives to raise 
taxes on tobacco and 
beer have both be- 
come stymied in Con- 
gress, with magnate 
Lucio Tan — who 
owns Fortune Tobacco and Asia Brewery 
— fighting spirited actions on both fronts. 

The government had banked on these 
"sin taxes" to raise at least P4 billion in 
additional revenues this year. Not only 
have the measures failed to pass but also 
existing taxes have yielded less than ex- 


In the first five months of 1993, rev- 


enues were 14% below their P107 billion 
target, due mainly to a P9 billion shortfall 
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Cuisia (above) may be succeeded 
by Singson. 


seem to dislike is our ability, both for ciga- 
rettes and beer, to sell cheaper products to 
consumers. 

Another Asia Brewery official com- 
ments: "Tan is willing to take losses, with 
Asia Brewery being subsidised by his other 
companies, to get a market share first be- 
fore he makes money.” 

But the concerns are not purely market- 
ing ones. The differences in the overall tax 
payments implied by the two measures are 
huge. Under its own preferred bill, San 
Miguel would have to pay an additional 
P1.1 billion in taxes, 
compared with P5.2 bil- 
lion under the pro-Asia 
Brewery bill. The in- 
creases for Tan would 
be P510 million and 
P260 million, respec- 
tively. 

Savs a Finance De- 
partment official: "Com- 
pute that: one party may 
have just decided that it 
makes more business 
sense to allocate P100 
million for lobby money 
rather than have his tax 
payments rise by hun- 
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in tax collections. Over 
a full year, this under- 
performance would 
cause the budget deficit 
to widen to P40 billion 
from its programmed 
level of P26 billion. 

Because of the short- 
fall in revenues, the gov- 
ernment has had to 
slash its spending by 
14.5%, with most of the 
cuts falling on capital 
projects. That in turn 
has rendered the gov- 
ernment helpless to 
pump-prime an econ- 
omy that is already on 
its knees because of 
chronic power short- 
ages. Manila’s failure to 
control its deficit is also 
the main reason why 
the IMF is refusing to 
approve a new standby-credit facility. 

Del Rosario and Cuisia (whose depar- 
ture had been foreseen) are both aged 48, 
relatively young for the incumbents of the 
nation’s top finance posts. Both had been 
financial officers for leading corporations 
before joining the government. By con- 
trast, the rumoured favourites to succeed 
them are grizzled bureaucrats. 

Education Secretary Fabella, 63, is a 
veteran of government, though he has not 
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the coming years." [ 42 f 
The Finance Department's own propos- BA e» 


als, meanwhile, are languishing on the 
sidelines because a sympathetic legislator 
has still to be found to file them in Con- 
gress. While Asia Brewery is believed to 
find the government version as unwelcome 
as San Miguel's, the Soriano camp may be 
willing to switch its support from 
Fuentabella to the government, sources at 
San Miguel say. 

Under the government's proposals, 
taxes on San Miguel's main brand would 
rise by 99; while those on Asia Brewery's 
would climb by 35%. For now, the legisla- 
tive contest seems to have reached stale- 
mate, with the Ways and Means Commit- 
tee yet to determine which bill Congress 
will vote on. 

In the meantime, Del Rosario may have 
left a sting in this tale. On the eve of his 
rejection, according to government sources, 
President Ramos approved his proposal to 
set up a special task force to probe under- 
payment of taxes. The investigators' orders, 


the sources say, are to pursue “manufac- | 
turers that engage in well-known tax eva- | 


sion schemes, such as selling products 
through dummy marketing companies." 8i 


had a high public profile. A Harvard 
graduate, he is regarded by the older 
generation of public officials as one of 
the Philippines' first technocrats. He 
rose through the ranks of the bureauc- 
racy to become a member of the cen- 
tral-bank monetary board in 1963. In the 
1960s, he also spent a year each as act- 
ing finance secretary and acting com- 
merce and ind . More re- 
cently, he headed a 1969-73 commission 
on banking reform and the Presidential 
Commission on Reorganisation, a body 
set up to revamp the bureaucracy. The 
latter was disbanded in 1986. 

The leading contender for Cuisia's 
post is believed to be Philippine Na- 
tional Bank president Gabriel Singson, 
64. A former deputy governor of the 
central bank, he had spent 37 years with 
the institution but was passed over 
three times for the top job in favour of 
outsiders. Nevertheless, he is widely re- 
garded as having been the legal brain at 
the bank. This could be a crucial asset, 
as legislation aimed at restructuring the 
bank and eradicating its crippling defi- 
cit is currently going through Congress. 

The Senate on 7 June approved a 
measure to replace the bank with a Cen- 
tral Monetary Authority, but in terms 
so different from those supported by the 
House of Representatives that the re- 
form appears unlikely to become law 
soon. m Rigoberto Tiglao 
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Malaysian stock investors seek celestial guidance... 9 





By Doug Tsuruoka in Kuala Lumpur - 
N ext time Chin Ki-sin talks stocks, lis- 





ten up. The 32-year-old, working 
from an arcade next to Kuala 
Lumpur's busy Kota Raya shopping cen- 
tre, predicted in March that local share 
prices were about to skyrocket. The lead- 
ing index jumped more than 9% in April 
alone. By 1 June, it had surged another 7%, 
to a record 735.25. 
Now " Master Chin," as he is known, is 





Chin, with a message of hope for punters. 


warning that early to mid-June will be a 
“weaker” period for the market, but that 
the key index will recover by July. He 
dreads to think what will happen next. 

Chin is no ordinary analyst. Indeed, he 
is no analyst at all. Chin is a soothsayer 
whose projections rely more on astrologi- 
cal charts than price-earnings ratios or 
Elliot waves. "The Year of the Cock is a 
year of extremes," he says of 1993. “I 
would expect after July that things will 
swing back the other way." 

Chin is astonished at the dozens of in- 
vestors who have consulted him about 
their stock picks. Perhaps he shouldn't be. 
Analysts conservatively estimate more 
than 20,000 first-time investors have en- 
tered the market since March, most of them 
Malaysian Chinese — "the biggest gam- 
blers and also the most superstitious," 
notes Malaysian Investors Association 
President P. H. S. Lim. "This is quite com- 
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mon in Malaysia under a big bull run,” he 
says. 

To a growing number of Malaysian 
punters looking for market insight, the as- 
trologer, guru or village mendicant counts 
for as much — or more — than any broker. 
Amid the huge influx of amateur investors 
are fishmongers and shampoo girls who 
routinely consult fortune-tellers about 
health, love and career prospects. The pen- 
chant towards divination appears to be es- 
calating now that the most bullish forecast- 
ers are predicting that the index will streak 
to 800 or higher in the next two months. 

Outsiders can snicker, but punter James 
Ong is undeterred: “As a Chinese . . . I 
would use it, The whole thing is steeped in 
tradition. Many people go to Chinese tem- 
ples just to consult with mediums.” 

Closer to earth, so to speak, is the Chi- 
nese art of feng shui (literally “wind-wa- 
ter”), a technique that traces positive or 
negative flows of supernatural energy 
based on the relation of buildings, moun- 
tains and such to the earth’s compass. 

Feng shui, which many use to deter- 
mine the choice of company logos, can also 
move share prices. When Malaysian finan- 
cial conglomerate Hong Leong launched a 
“dragon” logo several years ago, critics 
noted immediately that the reptile looked 
much too friendly and small to give it 
much psychic clout. When the share prices 
of Hong Leong's two listed companies be- 
gan to sink, Hong Leong gave the logo a 
larger, more-fearsome dragon. Its shares 
are now trading at historic highs. 

But feng shui is little help in deciding 
what shares to buy. For that, there are other 
ways. "Indians use palmistry and personal 
astrology to decide for themselves what are 
their good days for buying and selling," 
says an ethnic-Indian business consultant 
in Kuala Lumpur. Hindu astrologers in- 
tone the names of specific stocks, divining 
from the resonance where their prices are 
headed. 

Malay investors consult bomohs, or vil- 
lage mendicants, for guidance. But the 
sparse number of Malay punters makes 
this more the exception than the rule, and 
in any event most Malay investors these 
days are well-educated professionals who 
take a dim view of such practices. 

With so much sorcery to choose from, 
whom to believe? Take some exotic advice 
from Malacca stock dealer Jimmy Tan. 
"You don't need an astrologer to tell you 
what to buy in this market," he says. “You 
can make money just listening to your bro- 
ker." 
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In the Heartland 


Vietnam’s Red River delta awaits aid infusion 





By Murray Hiebert in Boi Thuy village, 
Nam Ha province 


T ran Van Thanh lives in the heart of 





Vietnamv's fertile Red River delta, but 

his family has to struggle to keep 
body and soul together. Because of severe 
overcrowding, the 63-year-old farmer, his 
wife and son live and work on 1,620 square 
metres of land in Boi Thuy village about 80 
kilometres south of Hanoi. Each year, they 
plant two rice crops that keep them busy 
less than 100 days. 

Because Boi Thuy is only half a metre 
above sea level, the village's fields are 
flooded by the annual monsoons that be- 
gin in June. When flood wa- 
ters arrived in August 1992, 
it took a week before the vil- 
lage's old pumping station 
got electricity to begin drain- 
ing fields. Before the water 
receded, Thanh and 200 other 
farmers in the village lost half 
their autumn crops. In most 
years, Thanh produces only 
enough rice to feed his fam- 
ily for nine months. 

Despite these hardships, 
Thanh says he would never 
move from his village in 
Nam Ha province to the fer- 
tile Mekong River delta in the 
south. Severe flooding is less 
frequent in the southern 
delta, making it is easier to 
make a living than in Nam 
Ha. "I want to die in my native land, even 
if my stomach is hungry," Thanh insists, 
alluding to a strong Vietnamese desire to 
be buried near ancestors. 

The Red River delta produces more 
than one fifth of Vietnam's rice, but that is 
barely enough to feed its inhabitants, even 
in good years. Nonetheless, economists be- 
lieve the delta could become a food basket 
because of its productive land, favourable 
climate and large workforce. This poten- 
tial, however, is unlikely to be tapped until 
Washington gives the go-ahead to multi- 
lateral aid to Vietnam to help upgrade the 
delta's crumbling infrastructure. 

Like Thanh, many farmers are attached 
to their land in the Red River delta, which 
claims to be the cradle of Vietnamese 
civilisation. Archaeologists say the first set- 
tlers arrived in the area 3,500-4,000 years 
ago. In contrast, the Mekong River delta 
was first settled only a few hundred years 
ago. 

í The Red River delta — with its 16 mil- 


Factory closures 


lion people and 1.6 million hectares of land 
— is far less productive than the Mekong 
River region, whose grain has helped make 
Vietnam the world's third-largest rice ex- 
porter in recent years. Food production in 
the northern delta has risen sharply since 
the government abandoned farm coopera- 
tives five years ago, but its per capita out- 
put in 1991, the most recent statistics avail- 
able, reached only 257 kilogrammes, or less 
than 40% of the level in the Mekong River 
region. 

The low-lying provinces of the Red 
River delta have a population density of 
roughly 1,085 people per square kilome- 
tre, almost three times the level of the Me- 





kong River region. And because fields are 
small in the Red River delta, farmers are 
out of work half the year, says Dao The 
Tuan, director of the Agriculture Science 
Institute. 

Moreover, the Red River delta is also 
hit each August and September by severe 
flooding that takes a heavy toll on agricul- 
tural output. The river and its tributaries 
do not have a natural reservoir such as the 
Mekong River's Tonle Sap Lake in Cambo- 
dia, which limits flooding by absorbing 
huge amounts of excess water during the 
monsoon rains. 

To tackle flooding, the Red River delta's 
inhabitants have turned to dykes. The first 
dyke was built 2,000 years ago; by the 13th 
century, embankments extended all the 
way to the South China Sea. 

The dykes, however, prevent sediment 
running onto the fields, causing the beds 
of the Red River and its tributaries to rise. 
The changing river beds have forced local 
authorities to increase the height of the 
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have increased the ranks of the unemployed. 


embankments. As a result, the river beds 
in many areas have risen to levels 2-3 me- 
tres higher than the surrounding country- 
side, making it difficult to drain fields. 

After the government began collectivis- 
ing agriculture in 1960, it built 30 drainage 
and irrigation systems covering 600,000 
hectares of the Red River delta. But much 
of the equipment in these stations breaks 
down often these days, while the anti- 
quated electricity-distribution grid causes 
frequent brownouts that delay water 
pumping. 

In the past, pumping stations along the 
Red River were controlled and subsidised 
by the state. The management, mainte- 
nance and operation of many of these in- 
stallations, however, have deteriorated 
since the government ended collectivised 
agriculture five years ago. "After we abol- 
ished subsidies, farmers in many areas no 
longer want to drain water from their 
fields," Tuan observes. "They complain 
that they have to pay too much for electri- 
city." 

For centuries, engineers 
have debated whether to 
knock down the dykes. "The 
discussion continues today, 
but no one dares to call for 
the destruction of the dykes," 
says Duong Hong Dat, direc- 
tor of a UN-sponsored 
project to study the deve- 
lopment potential of the re- 
gion. "The dykes cause prob- 
lems, but without them, our 
problems would be even 
worse." 

Deforestation because of 
uncontrolled slash-and-burn 
farming and commercial 
logging in the northwestern 
mountain regions of the Red 
River basin have reduced 
forest cover to 10% of the area from 
around 44% in 1944, according to Nguyen 
Huy Phon, deputy director. of the Forest 
Inventory and, Planning Institutes This has 
lowered the capacity Of the watershed, 
causing flash: floods, increasing, soil ero- 
sion. This haSyled to growing siltation in 
the Red River and its tributaries. The ac- 
cumulation’ of silf each ‘rear aids meti 
of new lánd to Thai Binh province, whére 
the Red River empties into the.Sopnth 
China Sea: The Phat Diem cathedral, Puilt 
near the sea 100*years ago, now stands 12 
km inland. W^ y 02°" 

Until recently, the Red River delta had 
many small industrial enterprises produc- 
ing low-quality carpets, textiles and other 
goods for the former Soviet Union. But 
with the collapse of the Soviet Union and 
Hanoi's decision to end subsidies to finan- 
cially ailing state enterprises, many of these 
workshops have closed. These closures 
have added to unemployment in the re- 
gion and to the competition for land as 
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co velopment prospects would be bolstered 

c" by lifting the ban on multilateral aid to 

— . Vietnam. They point out that the World 

<> Bank and Asian Development Bank (ADB) 

have indicated a willingness to extend 

"credits to fund the construction of roads 

<< and ports and the modernisation of the re- 

—. gion’s electricity grid. The ADB is also look- 
ing at water-control projects. 

n One potential asset"of the Red River 

< basin is as a producer of hydroelectricity. 

- he region accounts for about 40% of 

: Vietnam’ s annual hyd roelectric generating 

potential, or apout £20 billion kilowatt 

.. hours, says#Nguyen Trong Sinh, deputy 

a direefor, of the Institute of Water Resources 

Qum Planbihg and Management. - 

-— . Jhe Hoa Binh hydróelectric station on 
the P River, gn important Red River tribu- 
tary, should. prodüc e 8.5 billion kilowatt 
hours of electricity a year when the last of 
its eight generators come on line this year. 

- Government officials say the | 

< dam, started in 1979 with So- 

C viet aid, will be Southeast 
Asia's largest power station. 

«5. The government hopes 

—. Hoa Binh’s electricity surplus 

will help ease a 25% energy 
shortage in southern Viet- 
nam after the completion of 
the north-south power line. 
In addition, the power sta- 
tion’s reservoir should lower 
flood levels during the mon- 
soon season and bolster agri- 
cultural production in the 
dry season by increasing the 

river's water flow. 

Hanoi is looking for either concession- 
ary loans or foreign investors to construct 

.. another power plant up river from the Hoa 

= Binh dam in Son La province, says Pham 

=< Van Vy, the Energy Ministry's planning 
‘director. The government is aiming for the 

.power station, which is Spaa to cost 

US$3-4 billion, to produce 2,400-3,600 

megawatts of power, depending on the 

height of the dam. 

|. Until multilateral aid credits are granted 

to help finance the improvement of infra- 

structure, the government hopes that the 
growing economic ties between Vietnam 

-and neighbouring China will increase the 

importance of the Red River delta. Gov- 

¿ernment officials say this development 

could help attract more private foreign in- 

; vestors to the region. 

~~ The Red River delta, with its mild win- 

> ters, could become a major producer of 

= vegetables such as tomatoes, carrots, pota- 
=. toes and onions for Asian countries whose 

- , winters-are either too hot or too cold to 
grow these products, argues Tuan of the 

a “Agriculture Science Institute. In the 1980s, 

the delta grew large quantities of fresh pro- 

‘duce for Siberia, but it lost this market — 




































^ Analyses say the Red River delta’ S ides ments bv sea to 






1 it had Pe ed With: eeii ship- | 





Soviet Union. 


transport fresh produce quickly. 
Most of the Red River delta’s roads, 


passage of river vessels larger than 250 
dead weight tonnes. In addition, the load- 


ships of less than 5,000 dwt. 


Delta Blues 


Vladivostok from | 
Haiphong — with the disintegration of the | 
To become a major producer of cash | Lose and 
crops, however, the Red River delta needs | 
to acquire new foreign markets in such - 
countries as Japan and Taiwan. The area | 
also needs to improve local packing facili- - -— . 
Japan's firms pay price 


ties and to upgrade roads and ports to - 


of financial speculation 


built in the French-colonial era that ended | 
in 1954, are narrow and potholed. The | 


heavily silted waterways also restrict the - By Louise do Rosario in a Tokyo 


| s financial chief of Japanese trading 
| A Mitsubishi for the past 
ing facilities in Haiphong, northern Viet- | 

nam's major port, are old and frequently | 
break down. And without regular dredg- | 


ing in the harbour, siltation limits access to — 






Learn 


decade, Shinichiro Ota helped the 
company generate billions of yen in profits 
from zaiteku, as arbitrage and high-risk 
stock investments are known. At the peak 


_ of the so-called bubble economy in 1988- 
Farmers also need loans to purchase | 
such necessities as seeds and fertiliser. Cur- 
! | Ota was deemed a financial wizard. 


89, Mitsubishi's zaiteku income accounted 
for nearly 30% of its recurring profit, and 


Since late 1990, however, Ota's career 


| | has gone downhill, sliding along with col- 


?  lapsing Tokyo stock prices. Mitsubishi's 





rently, 60% of the delta’s peasants are sub- _ 
sistence farmers, aes only for their . 


families. Only 12-15 
strictly for the domestic market. The re- 
maining farmers occasionally sell to local 
markets. 

Nationwide, around 20% of the coun- 
try’s peasants obtained bank credits last 


guarantee their loans or could not afford 
the monthly interest rate of 3%. 


build a small pumping station to supple- 
ment the crumbling state-run plant. As a 
result, flooding in the village has been cut 
to only about a week a year. 

One of the villagers, ‘Le Van Duy, now 


standard is much better,” says his wife Le 


the past, we only had a thatch house with 
a dirt floor. Now we have a brick house 


% grow products | 


AR EASTERN.ECONOMIC REVIEW — < > 


assets shrank from ¥10.3 trillion in March 
1990 to ¥6.9 trillion in September 1992. 
Abandoning speculation, at least tem- 
porarily, Mitsubishi sold much of its short- 
term stock holdings in the fiscal year ended 
31 March, and took an extraordinary loss 
of Y68 billion (US$636 million at current 
exchange rates), close to its pre-tax earn- 


| ings a year earlier. Blamed for such dismal 
| results, Ota, 63 years old and now Mitsubi- 
| shi's internal auditor, is leaving the com- 
| pany this month. 


Ota’s saga could serve as an allegory 


! for the boom-and-bust speculation that has 


left the sogo shosha, Japan’s huge general 
trading firms, with a collective financial 


| hangover. The combined assets of the top 
. eight — Itochu, Mitsubishi, Sumitomo, 
| Marubeni, Nissho Iwai, 
| Nichimen and Tomen — plunged from 
| ¥43.5 trillion in March 1990 to Y29 trillion 
year. The rest either had no collateral to | 


Kanematsu, 


in September 1992. Moody's Investors 


| Services, the American rating agency, re- 
, cently downgraded the debt of Mitsubishi, 

But Ngoc Lu village, about 20 km north | 
of Boi Thuy, shows what a difference a lit- - 
tle investment can make. Under the gov- - 
ernment's agricultural reforms, villagers | 
pooled their funds and worked together to — 


Marubeni and Itochu. 

A ninth trading firm, Mitsui, was 
spared the fate of its counterparts by a de- 
faulted project in Iran that kept it from in- 
vesting heavily in zaiteku. For the other 


. eight, however, the worst is not over, even 
_ with the Tokyo stockmarket's recent rally. 
_ They still carry unrealised losses estimated 
_ at ¥266 billion on their tokkin money trusts 
. and other such investments, the main ve- 
plants two crops of rice and a third of po- | 
tatoes to feed his family of six. “Our living | 


hicles for zaiteku. 
The heavy zaiteku losses will damp 


| corporate profits for years, even if there is 
Thi Hieu. "We eat better than before. In | 


an economic recovery. They have also 


| damaged the financial credibility of trad- 
| ing firms, making it more costly to raise 
with three rooms." " 


funds needed to refinance debt and make 








new investments. 

“Sogo shosha were not the only big-time 
speculators in the 1980s; most of corporate 
Japan was involved. Tokkin accounts and 
fund trusts grew from ¥8.8 trillion in 1985 
to a peak of ¥42.7 trillion in 1989. Cautious 
firms committed only a small fraction of 
their surplus cash to zaiteku, but sogo 
shosha were among the most aggressive. 
The reason: income growth from their tra- 
ditional bulk-volume, low-margin com- 
modities trade had been declining for 
years, leaving them desperate for new rev- 
enue sources. 

Diversifying into financial investments 
seemed a good idea. Large, prestigious 
firms with excellent ratings, they raised 
cash cheaply and easily in the 1980s, and 
used much of it for large-scale arbitrage. 
The biggest game was stocks, bought 
through tokkin and fund trusts. Mitsubishi 
under Ota was the first to invest heavily 
this way, though others soon followed. 
“They tend to move collectively,” says 5. 





a year earlier. Mitsubishi itself has slashed | 
its holdings in tokkin and fund trusts to | 
Y178 billion, one fifth the peak volume in | 


1990. 


deficit. 


be greatly reduced." 


Today, with new-found sobriety, sogo : 
shosha are thinking more about risk-man- : 


agement. 


“We have a financial function as trad- | 


| 12- Assets 


G. Warburg analyst Mark Faulkner. 

In the late 1980s, Sumitomo, Mitsubishi, 
Marubeni and Itochu consistently held the 
largest tokkin- and fund-trust portfolios. 
Ota was running zaiteku funds worth ¥2.6 
trillion, about one-third of Mitsubishi's as- 
sets in 1989, Returns were handsome, con- 

tributing to the double-digit growth of 
sogo shosha profits. 

Then came the 1990-92 stockmarket col- 
lapse, higher interest rates and reduced 
opportunities for arbitrage. With their big 
stock portfolios and an addiction to finan- 
cial-trading gains, sogo shosha were slow 
to see the writing on the wall. Only when 
the Nikkei Stock Average recovered to 
around 18,000 in September 1992 did they 
start to liquidate their tokkin and fund 
trusts. 

By 31 March, the combined portfolio of 
the top nine was only half the ¥2 trillion of 
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ing firms," notes Fujita. "But we have to | 


keep it to a certain limit." 


Sogo shosha executives say that in fu- | 
ture they will stay away from zaiteku, and | 
focus on their original business. "We are - 
not financial institutions," says a Sumitomo - 
executive. "We deal with trade. We must | | 
go back to the real business. The problem | 
[with zaiteku] was that we turned a sec- | 


To counter liquidation losses, the firms _ 
are raising cash in other ways. Marubeni | 
has sold land in Nagoya, near its Osaka - 
headquarters, and its shares of long- | 
standing business partners to cover the | 


Sogo shosha hope the Nikkei's rally will | 
accelerate. Most of their short-term stock | 
investments were made when the average : 
was at 25-30,000, notes Kathy Matsui, an - 
analyst at Barclays de Zoette Wedd. The - 
Nikkei has recently been stuck just below | 
21,000. But if it rises to 24,000, says | 
Masatoshi Fujita, a deputy general man- | 
ager at Nissho Iwai, “our latent losses will - 
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ondary function into a main corporate | 36 


strategy." 


Returning to their strengths may not be | 


is shrinking as Japanese firms bypass them | 


to trade independently. 


Sogo shosha are diversifying into busi- | 
nesses such as telecommunications and sat- | 
ellites, but these will take years to pay off. | 
The temptation is that, when the next bub- | 
ble economy comes along, trading firms f4 
may be the first to join the zaiteku party. m me 
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Wider Please 


The EC tries new tack to open South Korean market 


By Shada Islam in Brussels and 
Ed Paisley in Seoul 


T he EC is changing its ap- 
proach towards South Korea. 
The grouping has spent years 
campaigning for better access to 
South Korean markets, and in 1991- 
92 clinched agreements on protecting 
European intellectual property rights, 
as well as expanding access for Euro- 
pean alcoholic beverages, airlines and 
financial services. 

Now, Brussels is offering Seoul 
closer economic cooperation in return 
for greater access for European com- 
panies in South Korea. In a 25 May 
statement, the EC Commission said it is 
“preparing a thorough review” of its rela- 
tions with Seoul. European policymakers 
say it is time for the EC to change its past 
“conflictual trade relationship” with South 
Korea for more “balanced” economic ties. 

The EC began planning upgraded con- 
tacts with Seoul after the 1991 accord on 
intellectual property, which prompted 
Brussels to reinstate preferential tariffs for 
South Korean goods. “South Korea has 
been opening up its markets to European 
goods," says Simon Nuttall, the EC's direc- 
tor for East Asian affairs. "We can now 
start thinking about industrial and techni- 
cal cooperation, while maintaining pres- 
sure for market access." 

The EC approach is similar to the US, 
which is offering to transfer technology to 
South Korea in return for more 
openness in the latter's market. But 
the Europeans are offering what the 
US cannot — some of the latest tech- 








South Korean car exports are a source of friction. 


dangerous levels," says the EC. But where 
once it was the EC’s leading supplier of 
labour-intensive goods, South Korea is 
now a hi-tech player. 

In exchange for its technical know-how, 
the EC is warning that improved bilateral 
ties will require an end to Seoul's "dis- 
criminatory" trade practices, and says en- 
hanced cooperation will be "conditional 
upon the positive evolution of trade rela- 
tions." 

Brussels is especially adamant that 
South Korea open its telecommunications 
market to tenders by European firms. This 
is a privilege South Korea currently re- 
serves for countries — such as the US — 
with bilateral public-procurement accords. 

Cars are another sore point. The Euro- 
pean Automobile Manufacturers Associa- 


Yin and Yang 





nologies in industries where Europe EC trade with South Korea 
is strongest, such as chemicals, phar- US$ billion 
maceuticals and transport equip- T- 
ment. E Exports to S. Korea 
6- 
But like their US counterparts, EB Imports 
European businessmen in Seoul are 9- am Balance 


wary of transferring technologies to 
South Korea. Intellectual property 4- 


rights remain a concern, says a Ger- =. 
man chemical manufacturer, and 
European companies “are beginning 2- 


to wake up to the fact that there is a 1- 
business rival over here in Asia 
known as Korea." 0 


South Korean exports to the EC On 
grew to US$9.3 billion in 1991 from 
US$2.8 billion in 1982, while EC ex- -2- 


ports to South Korea during the pe- -3 
riod rose to US$8.5 billion from 
US$1.5 billion. “The trade deficit 
with South Korea has never reached 


EB t: : 5:3 t S 38 3 Hg 


Source: EC 
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tion says a 17% import duty and various 
non-tariff obstacles make South Korea's car 
market "virtually impenetrable." The asso- 
ciation says sales of European cars in South 
Korea totalled 593 in 1992, while South Ko- 
rean car sales in the EC came to about 
100,000. 

“We want reciprocity,” says an 
executive of the car association. "The 
South Korean market for automo- 
biles is a closed shop. But their cars 
are making huge inroads in Europe. 
It's an astronomical imbalance." 

Other European exporters com- 
plain about non-tariff barriers like 
labelling rules that keep out EC con- 
sumer goods, and Seoul's willingness 
to wink at flagrant disregard of com- 
petition rules by the chaebol, South 
Korea's largest conglomerates. Seoul 
is also much too eager to grant "ex- 
clusive trade concessions" to Wash- 
ington, they complain. 

Although Brussels acknowledges 
Seoul’s "encouraging" progress in 
protecting intellectual property rights, it 
wants heavy fines against counterfeiting. It 
will also continue pressuring Seoul to relax 
its foreign-investment rules. 

The EC's cumulative investment in 
South Korea totalled US$1.4 billion as of 
December 1992, far outstripping the US$228 
million that South Korea had invested in 
the EC. Still, Europeans are restricted by a 
host of South Korean investment rules 
aimed at helping export-oriented industries 
and protecting local producers. These are 
far more onerous than corresponding rules 
in the EC. "Several sectors, such as services, 
remain totally or partially closed to foreign 
investors," the commission says. 

Most of South Korea's EC investments 
are consumer-electronics ventures set up 
after 1989, anticipating the 1993 single 
market. Not surprisingly, EC elec- 
tronics firms are wary. Samsung's 
plan to produce colour television 
tubes at its new base in Berlin could 
trigger "ruinous competition" for 
European rivals, says Eckhard 
Runge of the European Electronic 
Component Manufacturers Associa- 
tion. 

“We already have a problem 
with over-capacity in the sector," 
adds Runge. "South Korean facto- 
ries set up in the BCs. «s. Make the 
problem worse.’ 

Beyond thé-EC 's ties th South 
Korea, Eurðpean officials are works, 
ing on à similar re-think of relations Y 
with a. But so far, only Japa§, +} 
Eastetn and Cefittal Europe and the 
US hate merited a comparable level. 
of attention. Brussels’ hopes for ex- / 
panded coeperation with Asean arg 
on hold because of-Portugalis con- 
demnation of indonesian policy in 
East Timor. a 
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Why struggle up 
the corporate ladder when 
you can use the escalator? 










If you’re ambitious and want to move a lead on a new client. Or spotting 


up in the world, taking one simple step will developments that indicate a new trend. 


get your career moving. Fast. That’s by When colleagues and clients see you're 


reading The Asian Wall Street Journal. tuned-in to what’s really going on, 


To stand out from your competition, they'll respect you more. And that's 


you must be better in- the first step in moving up. 
formed and speak with 
! Not surprisingly, 
more authority on a 
"TTE over 160,000 of Asia's 
variety of topics. 
key decision-makers, 


The Asian Wall including heads of state, 


Street Journal gives CEOs and successful 
vou timely facts, in- entrepreneurs rely on the 
telligence and analysis in a clear, lively style on Asian Journal for faster access to essential news 
everything from technology, marketing and and information. And their specific impact on Asia. 
banking to world politics and policy. It's 
£e They've reached the top by knowing what's 
information you won't read elsewhere. 

happening first. So can you. Why not subscribe to 











So you'll be able to put your newly-gained The Asian Wall Street Journal now. And watch 
knowledge to practical use daily. It could be getting your career escalate. 
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John Naisbitt, author of Megatrends, on the changing 
world of leadership. One in a special series of articles brought 


to you by Citibank. 


The three most important considerations shaping the 
New World Order are the global collapse of communism, the 
revolution in telecommunications, and the rise of the Asia 
Pacific region. 

Asia Pacific with its spending power, the spread of new 
technology, growing capital resources, and the increase in 
intra-Asian trade has reached the critical mass needed for 
self-sustained economic growth and influence. 

Asia Pacific is destined to lead the global economy into 
the next century. 

While Europe is self-absorbed with economic union, and 
the United States is pre-occupied with Europe, the real 
economic action has shifted to the Asia Pacific region. 

The Asia Pacific Rim, bounded by Tokyo, Singapore 
and Hong Kong, is taking over from the formerly dominant 
Atlantic with its New York-Paris-London industrial culture. 

Five hundred years ago the world’s economic center 
moved from the Mediterranean to the Atlantic. Today it is 
shifting from the Atlantic to the Pacific. 

By the year 2000, just a few years away, the Asian 


£o market will be more economically powerful than the EC. 


.— Here is one way to look at the future global economy: by 








the year 2000 Asia Pacific will be one-fourth, Europe 
one-fourth, North America one-fourth, and the rest of the 
world one-fourth. But Asia Pacific will have the 
a economic momentum. 

F The United States and the European Community are 
P. mature economies with modest growth rates. 


Asia’s manufacturing strength makes it a booming 
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market and its consumer sector, compared to the US and 
the EC, is just opening up. 


Steel consumption in Asia (excluding Japan) is already 


greater than in the US or the EC. 


Semiconductor demand in Asia Pacific will exceed 
that of the EC this year. 

Container and air freight traffic in Asia already exceeds 
that of the US or EC. Asian firms already have 2576 of the 
world PC market. 

Asia Pacific will probably grow by more than $5 trillion 
by the year 2000, more than one-third the forecast growth 
for the whole world. 

Countries of the Asia Pacific region need not fear 
protectionist trading blocks. Single market Europe is but a 
step to a single market world. The other free-trade 
regions being set up around the world are ~ unlike the 
protectionist trading blocks of the 1930's — being developed 
to facilitate trade. 

The United States and Europe are in no position to 
become more protectionist: one - third of their GDP is trade. 

The next stage is for regions to link with regions in the 
march to a single-market world. The East Asian Economic 
Caucus formed late 1991 is another step in the trade 
liberalization process. 

Although Japan is the region's undisputed leader today, 
the rest of the East Asia region — China (still potentially the 
biggest player in the world), South Korea, Taiwan, Hong 
Kong, and Singapore — will eventually dominate, with. 
strong back-up from Malaysia, Thailand, and Indonesia. i 

China rejects political change but is now re-commited 
to all out economic reform. That in time will give the region 
a big boost. Guangdong province in Southern China next 


to Hong Kong is one of the fastest growing economic areas 





on earth and now exports more than Singapore. Last year, 
Deng Xiaoping, China's paramount leader, called for “a 
string of Hong Kongs” up and down the Chinese coast. 

(The more interesting question has always been, not 
what China will do to Hong Kong, but what Hong Kong 
will do to China.) 

One of the elements in 
achieving critical mass for self- 
sustained growth in Asia Pacific 
is the development of regional 
capital for growth. The United 
States and to a lesser extent 
Europe have been the engines of 
growth by providing markets for Asia’s exports. 

They also provided most of the capital and technology 
in the initial phase. Now the region’s four NIE’s — South 
Korea, Taiwan, Singapore, Hong Kong - are investing in 
the next group: Malaysia, Thailand, Indonesia, Philippines. 

The four NIE's now account for 35 percent of all foreign 
investments in those countries: more than the Japanese, the 
Americans, or the Europeans. 

The countries that have prospered are re-investing 
in the next big growth areas. The new tier is financing the 
next tier. 

The shared values of the New World Order have become 
clear: privatization, free trade, multiparty democracy, and 
prosperity based on the marketplace. 

Only a few places, like North Korea and Burma, 
have not yet embraced these now almost universal values. 
In time they will. 

In the New World Order, economic considerations 
will transcend political and military considerations as we 


moved toward a single market globe. 


“This is an opportunity for 
Asia to profoundly help 
shape the New World Order, 


to assert leadership." 


Today the countries of Asia Pacific are rushing 


toward a wholly new role in the family of nations, and other 
nations will be required to make room for Asia on center 
stage. 

Beyond economics, Asia doesn't yet know what 
new, larger, and more important role it should play in the 
world. The rest of the world 
doesn't know what Asia's role 
should be, either. That vacuum 
holds great potential opportunity. 

The summits of the Group 
of Seven — United States, Britain, 
Japan, Germany, France, Italy, 
and Canada - have replaced the importance of the two 
superpower summits of the Old World Order. But this is a 
transitional phase, and the new summits will increasingly 
involve other democracies. 

There is an opportunity for Asia to profoundly help 
shape the New World Order, to assert leadership. But the 
countries of Asia Pacific — now the driving force of the 
global economy — must have a vision of what their role in 
the New World Order should be, other than economic. 

[n stable eras, everything has a name and everything 
knows its place, and new players can leverage very little. 
But in times of great change, of great uncertainty, those 


who have a vision of what the CITIBAN (OS 


future could look like, have 





extraordinary leverage and 
influence. 

Asia Pacific is posi- 
tioned to assume a 


powerful new role in the ASIAN 103 
New World Order. LEADERSHIP 
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ASIA TO THE WORLD 


Asia's booming economies are driven by business, 





financial, industrial and political leaders from all points of 


the globe. Their common link is a critical need for 





accurate information and analysis. Whether you're in 


Thailand or the Twin Towers,the Review reaches you every 
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Annulled Ambitions 


Construction scandal jolts Taiwan Government 


By Julian Baum in Taipei 


ccusations of wrongdoing have 
been multiplying so fast in a Tai- 
wanese criminal investigation into 
a construction scandal that more may be at 
stake than the reputation of a prominent 
US construction company. Also on the line 
is the reputation of Chinese Petroleum 
Corp., Taiwan's state-run oil monopoly. 

The case involves a NT$4.52 billion 
(US$173 million) contract awarded two 
years ago by Chinese Petroleum to Brown 
& Root International of the US to build a 
waste water-treatment plant near Kao- 
hsiung. Under pressure from the legisla- 
ture, Chinese Petroleum on 1 June an- 
nounced its decision to annul the contract. 

Chinese Petroleum says the project has 
fallen behind schedule and Houston-based 
Brown & Root has violated contract terms 
by subcontracting the entire project to Tang 
Eng Iron Works of Taiwan for NT$3.5 bil- 
lion. Brown & Root, however, denies the 
charge that it has failed to comply with the 
contract terms. 

Subsequent testimonies of executives at 
companies that held subcontracts in the 
project have focused on missing funds and 
allegations of pay-offs in complex arrange- 
ments. The legislature has initiated its own 
hearings after the first allegations of collu- 
sions, kickbacks and windfall profits sur- 
faced in contests between ruling-party 
candidates in last vear's election cam- 
paign. 

The case is potentially damaging to the 
government because it points to question- 
able bidding procedures and subcontract- 
ing practices that have long been a topic of 
complaint by foreign construction com- 
panies. "This will bring to light what has 
always been in the shadows," the manager 
of a foreign construction company says. 

Among the practices possibly illustrated 
by this case is collusion among bidders and 
subcontractors of doubtful qualifications 
that use front companies to win tenders. 
"This practice may seem risk-free, but we 
now know it is not," the construction com- 
pany manager says. 

In a report on Taiwan's construction in- 
dustry passed to visiting European cabinet 
ministers in recent months, a group of pre- 
dominantly European construction repre- 
sentatives known as the International Con- 
struction Group has outlined further com- 
plaints. The group has lobbied for greater 
access for international companies, reform 
of tendering procedures and adoption of 
international contracting standards. "For- 
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eign construction companies are often frus- 
trated by the law and practice of the Tai- 
wanese construction industry,” the group's 
report says 

While foreign contractors have not been 
willing to speak publicly in the Brown & 
Root case, most are believed to be sympa- 
thetic to the circumstances of the US com- 
pany. Many allegations of corruption in the 
construction industry have surfaced in the 
past few years, including a protest by 
former premier Hau Pei-tsun against in- 
volvement by local gangs in the building 
of the Taipei rapid-transit system. 

Besides worrving foreign companies 
operating in Taiwan, analysts say the scan- 
dal is hitting Chinese Petroleum's manage- 
ment at a difficult time. Government min- 
isters have been trying for several years to 
bring in outsiders to manage the oil mo- 
nopoly, which in 1992 was Taiwan's larg- 
est company with revenue of almost US$10 
billion. 

After a protracted power struggle in top 
positions at the company, a new chairman 
took office on 1 June despite protests from 
unionists and company insiders. Chang 
Tzu-yuan, the new chairman, had been the 
vice-chairman of the Commission of Na- 
tional Corporations, a government agency 
that oversees state-owned companies. 

Police suspect arson in à fire that gutted 
Chinese Petroleum's executive offices on 
the night before Chang was sworn in as 
chairman. Although press reports linked 
the fire to the criminal investigation into 
the contract dispute with Brown & Root, 
analysts believe the fire may have been 
started by one or more employees disgrun- 
tled by the company’s internal affairs. 

A Chinese Petroleum official says the 
company is hesitating to make formal noti- 
fication of its decision to cancel the con- 
tract with Brown & Root. The official, Shen 
Lieh-ying, deputy director of the industrial- 
relations department, says the company is 
uncertain about arbitration jurisdiction. 
Consequently, he says, Chinese Petroleum 
is reluctant to let the financial burden of 
the cancellation fall on Tang Eng, which is 
owned by the Taiwan provincial govern- 
ment. Tang Eng used its own bank credits 
to guarantee completion of the construc- 
tion at 50% of the contract amount. 

“What Brown & Root really cares about 
is its reputation," Shen says. “But we don't 
know whether they will want to pursue 
international arbitration or not. We hope 
they will pursue this in Taiwan as speci- 
fied in the contract.” 

A spokeswoman at Brown & Root's 
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Down Syndrome 
doesn’t mean you can't 
reach for the stars. 


Or sometimes, 
even become one. 


Chris Burke, star of Life Goes On, is a 
shining example of what is possible when 
those with Down Syndrome are encouraged 
to achieve their dreams. The National Down 
Syndrome Society is proud to be a part of 
these accomplishments. Through research, 
educational programs and public awareness 
activities, NDSS has helped people with 
Down Syndrome to reach their goals. And 
sometimes even surpass them. 





re make a real difference with your 
tax-deductible contribution. Or to simply 
find out more about Down Syndrome, send 

| for our free literature. | 
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Houston headquarters says the projectwas | CURRENCIES 


being completed according to the original 
agreement. “The only thing we have sub- 
contracted is the physical work in Taiwan,” 
Zelma Branch says. “The management, en- 
gineering and design work has all been 
done by Brown & Root.” 

The original contract for the waste wa- 


ter-treatment plant was awarded in April | 


1991 after three public bids failed to attract 


qualified companies or had brought in bids | 


well above the ceiling price. Brown & 
Root’s subcontracting to Tang Eng was 
permitted under the contract terms, as the 
former is not a licensed contractor in Tai- 
wan. 

But Chinese Petroleum says Brown & 
Root was obliged in the contract to carry 
out the engineering and design work that 
it alleges was not done. Instead, according 
to statements by executives at Chinese 
Petroleum and by managers at other 
companies who are testifying in the case, 





Tang Eng subcontracted the engineering | 


and design work to IPG of the Netherlands 
and Chin Wei Co. of Taiwan. The construc- 
tion is 70%-completed, and site managers 


say the facility could be finished by next | 


February. 

According to testimony from officials at 
the subcontracting companies, they were 
paid large fees to arrange introductions 
and to act as consultants in the project. Po- 
lice have detained three chief executives 
from Tang Eng and construction compa- 
nies Tung Hung and Chin Wei. One of the 
detainees is Tang Eng president Andrew 





Yen, a son of former Taiwan president Yen | 


Chia-kan. Neal Lee, Brown & Root's Tai- 
wan manager, has been told not to leave 
Taiwan pending the results of the investi- 
gations. 

Among the questions being asked by 
investigators is why the NT$800 million set 
aside for the design work in the project 
exceeded by more than six times the pro- 


portion allowed under Taiwan law. They | 


have further inquired why the signatures 
of Tang Eng's president and that of a con- 
sultant appeared on the contract along with 
those of executives from Brown & Root 
and Chinese Petroleum. 

Investigators have also found that 
NT$150 million is unaccounted for in pay- 
ments made by Chinese Petroleum to 
Brown & Root. Some of those funds may 
have been located in the bank account of 
Tang Eng's chairman, Lin Ping-kun, ac- 
cording to criminal investigators. Members 
of the Control Yuan, the government's 


anti-corruption body, have not ruled out | 
involvement by executives from Chinese | 


Petroleum in possible collusion and pay- 
offs. 

A staff member in the Taipei prosecu- 
tor's office says the qase is the most com- 
plex she has seen. The prosecutor's office 
says it does not know when any indict- 
ments would be handed down. Li 


Two-price China 


Renminbi's slump creates challenges for foreigners 


By Henny Sender in Hongkong | 
i n the latest round of the battle between 





official and blackmarket valuations of 

the renminbi, the spoils went to the lat- 
ter. China’s authorities lifted controls in the 
country's swap markets on 1 June — and 
the renminbi promptly fell by 25% against 
the US dollar. The decline of the renminbi 
will reinforce the determination of busi- 
nessmen in China to cut deals with as little 
reference as possible to the official ex- 
change rate. And it will make it harder for 
Peking to quell inflation. 

After removing the cap imposed on the 





m 


The renminbi's decline could affect foreign investment. 


renminbi at the quasi-official swap centres, 
the Chinese currency plummeted from 8.14 
to the US dollar to 10.17. 

Peking imposed a cap on the swap rate 
at the end of February, in an attempt to 
prevent the renminbi from falling. This 
caused liquidity to dry up in the swap 
market. Those people with surplus foreign 
currency found few willing to swap it for 
renminbi, knowing they could find a better 
rate on the ubiquitous blackmarket. 

In Shenzhen's swap market, volume 
dropped to about US$100,000 a day and 
turnover was not much higher in Shang- 
hai. Once controls were lifted on 1 June, 
the swap rate quickly sank towards the 
level prevailing in the blackmarket — and 
liquidity in the swap centres began to pick 
up again. And within a day or so of the 
authorities’ move, the volume of forex 
swaps in Shanghai returned to US$20 mil- 
lion a day. 

"They have finally realised that such 
administrative control isn't workable," says 


, one source close to the Hongkong branch 


of the Bank of China, which represents Pe- 
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king's central bank in the colony. 

The swap rate dropped sharply, but the 
official rate moved in the opposite direc- 
tion shortly after: it was adjusted upwards 
from Rmb 5.71 to the dollar to 5.69. This 
was a puzzling move. Some investors sug- 
gested that the People's Bank of China, the 
central bank, had simply misjudged mar- 
ket sentiment. In an effort to reduce infla- 
tion, the central bank had been sending out 
strong signals that it wanted to curb the 
growth of money supply and, in mid-May, 
it raised interest rates for the first time in 
over two years. 

It is possible that the monetary autho- 
rities thought these 
measures to tighten 
credit would have the 
logical effect of 
strengthening the cur- 
rency, even though the 
blackmarket was send- 
ing the opposite signal. 
“They may have put 
their foot on the brake, 
but the brake isn’t con- 
nected to anything,” 
says a corporate finan- 
cier at a major Hong- 
kong stock brokerage. 

Other people take 
the opposite view and 
believe the authorities 
are actually in control 
of their currency. Their 
opinion is that the relaxation of controls on 
the swap market — and the renminbi's ef- 
fective devaluation — was deliberate. 
"They want a low rate before [joining] Gatt. 
Once they get closer to joining the Gatt it 
will be much harder to devalue the ren- 
minbi," says the Hongkong-based manag- 
ing director of a company with extensive 
business in China. 

The drop in value of the renminbi raises 
the cost of China's imports and will there- 
fore do nothing to ease inflationary pres- 
sure; in the cities, annual inflation is now 
running at over 17%. This, in turn, could 
discourage the foreign investment which 
has fuelled much of the boom. "Companies 
outside China aren't so much scared of the 
low renminbi rate as they are by the vola- 
tility,” says the Bank of China source. “If 
the currency stabilised, no matter what the 
level, at least people could calculate accu- 
rately." 

The complexity of China's foreign ex- 
changes has become one of the greatest 
challenges for outsiders wishing to do busi- 
ness in the country. There are three rates 
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r the renminbi: official, swap and 
ackmarket. The Bank of China and its 
ongkong subsidiaries undertake transac- 
ns at the official rate. So do many for- 
gn multinationals, whose transactions 
ust be black and whiter-than-white. Few 
hers do so. 

"As an official Sino-foreign joint ven- 
re, of course we must use the official 
te,” explains the Hongkong-based man- 
ring director. "But then, of course, there 
e so many ways to compensate when the 
‘ice of the equipment and technology [of 
e foreign side] is calculated.” In some 
ses, Official documents may adopt the 
ficial rates, but side-agreements use other 
tes. For many, the official rate is virtually 
relevant. 

Most Chinese companies and most local 
ithorities seeking foreign partners are 
xible on rates; indeed, agreeing on what 
change rate to use is a crucial part of 
»gotiations with foreign businesses — 
id it leaves plenty of scope for disputes. 
[hese negotiations can be real deal- 
'eakers," says David Ho, a solicitor at 
aker & McKenzie in Hongkong. 

Everything in China now has two 
‘ices, something the weakening renminbi 
is intensified. If somebody wishes to buy, 
y, an Audi motor car in China, he can 
ther join the renminbi queue and pay as 
uch as Rmb 260,000 or he can pay a 
uch smaller amount in dollars and move 
‘the head of the line. 

In some cases, though, the appropriate 
scounts are less clear. At the end of last 
^ar, when merchant banks began poring 
rer the books of the nine mainland com- 
inies selected to list in pane Y 
ere advised by the , 
o)mpanies them- 
‘Ives to do the cal- 
uations according 
| the then swap 
ite. At the time, this 
as around Rmb 8 
the dollar. 

When the nine 
rms list in Hong- 
ong in the next few 
ionths, their bal- 
ice sheets may be 
anominated in ren- 
ünbi. But the foot- 
otes, at least, will 
ave to show the 
ilue of their assets 
id earnings in hard 
irrency — imply- 
ig a 25% decline in value. "The deprecia- 
on will have a direct effect on earnings 
er share," says a merchant banker at a 
ipanese securities firm. “And that will 
ave an impact on how much money they 
in get from the market." 

“If you apply the current market rate 
ad update the figures from December, 
iany of the nine are losing money," says 
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another merchant banker. “So the numbers 
from the end of the year are as good as 
these companies will ever look." 

If nothing else, listing prospectuses will 
be confusing. CP Pokphand, the Hongkong 
subsidiary of the Thai conglomerate, an- 
nounced on 7 june its intention to list a 
Chinese motorcycle joint venture on the 
New York Stock Exchange. It will use the 
official exchange rate in translating the 
numbers on its balance sheet, but the swap 
market rate for those funds it plans to 
repatriate. (To complicate matters further, 
the venture sells motorcycles in China for 
foreign exchange.) 

The weakening of the renminbi has in- 
creased the bargaining power of those 
holding dollars. If an investor places for- 
eign exchange on deposit with a Chinese 
bank, a renminbi loan can swiftly material- 
ise, despite the recently introduced controls 
on lending. And since most market partici- 
pants expect the Chinese currency to de- 
cline further, to borrow renminbi makes 
good economic sense, despite high trans- 
action costs. 

Given the fluidity in China’s foreign 
exchanges, the future trend of the renminbi 
can only be guessed at. “From a funda- 
mental point of view, the prevailing rate 
isn't appropriate. The economy is growing 
and there is an inflow of foreign capital,” 
says the source close to the Bank of China. 

Some Chinese bankers believe that if 


purchasing-power parity is taken into - 
account (ie., after counting what goods | 
actually cost in China), the rate could be as _ 
high as Rmb 3.50 to the dollar. These | 


the swap rate to fall 


and Rmb 15.00. 
Meanwhile, 


uu land banks 
Official rate 


ning to do just that, 
before the credit 
tightening extends 


Swap rate | 


become the first 
Chinese issuer of a Yankee bond. And 
China Investment Bank is sending out 
notices to those who wish to be involved 
in its planned US dollar offering. 

Which companies will invest in these 
issues? Given the lack of faith in the ren- 
minbi, offshore China-related companies 
with plenty of foreign exchange are likely 


to be among the main customers. B 
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bankers privately advocate a rate of Rmb | 
7.50-8.00. But market participants expect 

! , million (US$96,000) to Rps 250 million. 
to somewhere be- | 
tween Rmb 11.50 | 


BANKING 


Punch 
Drunk 


Indonesian reforms 
— to spur lending 


By Suhaini Aznam in Jakarta 


orried that the Indonesian econe 2 
i - omy may not meet its 6% growth 


target this year, the government . 
has introduced a package of measures de- oi 
signed to encourage banks to lend. But 
bankers say that without an improvement — p 
in the business climate, they will remain |. - 
reluctant to do so. B 

Indonesian banks have two main head- US 
aches: the high level of non-performing —— 
loans and the need to ensure that their o 
capital comprises at least 8% of their risk- 
adjusted assets by the end of the year, as 
required under rules set by the Bank for - 
International Settlements in Basle. The 
measures announced on 29 May by Bank. 
Indonesia, the central bank, only partially = > 
address these concerns. | 

The risk-weighting assigned to loans for 


state companies and to undisbursed assets 


is to be halved to 50%, a move which auto- 
matically improves the capital-adequacy 
ratio. In an attem mpt to boost lending to... 
small firms, the ceiling on any single loan 
to this sector is to be raised from Rps 200 


In theory, these steps should make it 
somewhat easier for banks to lend, but in 


| practice, the result is likely to fall short of 
| the intention. "The problem now is not 


many of the main- | 
and | 
investment-trust | 
companies allowed | 
to raise money out- | 
side China are plan- | 


to the privileged as | 
well as the less well- | 
connected. People's | 
Construction Bank | 
of China wishes to | 


insufficient money, because the market is 
liquid, but that [loan] portfolios are bad,” 
says a local banker. The government esti- 
mates that bad debts total Rps 2.7 trillion, 
out of an aggregate Rps 125 trillion owed 
to the banks. 

After a heady expansion in 1990-91, = 
banks are now licking their wounds. |. . 
"Banks will not want to exacerbate the bad ^. 
debts they already have," says Peter 
Atkins, general manager of the Jakarta = 
branch of the Hongkong & Shanghai Bank- HN. 
ing Corp. 

In addition, reaching the 8% capital. 
adequacy ratio is a big problem. "Right: 
now, some [banks] fall far short of that,’ 
and are trving to boost their ratios by 1 
increasing their loans, says a local bank 

At the end of March, total bank credi 
was 7% higher than a year earlier com-: 
pared with growth of 16% in the year to- 
March 1992. The government has set ; 
target of 17% growth in bank credit in the 
year to next March. " 
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Indonesia's Dharmala — eyes a Hongkong listing 


rei n enmt mre t Rae Pate A e eM hmmm intense reir tr € a a pi A aha I Mr nem n e 


.$ companies go, Indonesia’s 
Dharmala is not easy to pin down. 
Part farm-commodities trader, part 





= electronics maker, part builder of industrial 
“parks, it is the nearest thing to a corporate 
^ chameleon. - 


This is a group, after all, whose travel 


d agency metamorphosed into a fast-food 





chain, and whose packaging business is 


even. now transforming itself into an elec- 
- tronics arm. And now the group itself is 
-attempting a change of colours — from 
< old-style Overseas Chinese trader to a sort 
p of homegrown, Asian multinational. 


How, then, to pin a label on it for the 


© benefit of the Hongkong investing public, p~ 
"who may soon get a taste of its stock? | 
—... The colony's securities analysts are |. 
| wrestling with the answer, spurred by 


Dharmala's announcement that it is seek- 


ing a secondary listing on the Hongkong i 
exchange. What is clear, however, is that 
Dharmala is riding a trend. Other Indone- - 


sian-Chinese groups — principally the 
Salim family's First Pacific and the Riadys' 
Lippo — have also adopted Hongkong as 
a base from which to expand their regional 
interests, particularly in China. 

"There is a real me-too element among 
the [Overseas Chinese],” says a Hongkong- 
based merchant banker. "Everyone is jeal- 
ous. They look at First Pacific and say '1 
want one of those’.” 

Dharmala, though, first has to pass the 
inspection accorded any newcomer, and a 


_ pretty unkempt one at that. At last count, 
. the group had eight listed companies in 
-Jakarta and one in Manila. Sitting atop this 
" loose corporate structure is the group's 
(unlisted) holding company, Dharmala 
- Intiutama, controlled by the Gondo- 
= kusumo family and chaired by patriarch 
` Suhargo Gondokusumo. 


_A description of the group's activities 


i ‘teads like an industrial compendium. 
` Trading arm Dharmala Niagatama, set up 
< 40 years ago, deals in agricultural produce: 
. coffee, copra, rice, spices and animal feeds. 
` More recently, it has added chemicals and 
. plastics. Nor are its activities confined to 
v Indonesia; the company trades worldwide. 


Another division, Dharmala Mapindo, 


. spans plantations and manufacturing, in- 
. cluding metal products. Property arm 
< Dharmala Realindo is involved in residen- 
tial projects in Jakarta,and Surabaya, and is 
building a 1,600-hectare industrial park - 
and satellite township in Surabaya with 

Taiwanese partners. Other divisions are 





grouped around heavy equipment, elec- 
tronics, financial services, international in- 
terests and consumer businesses. 

The group’s untidy structure extends to 
its constituent parts. For example, finan- 
cial-services arm Dharmala Sakti Sejahtera 
at one point encompassed five brokerages, 
12 subsidiaries and six affiliates, according 
to another Hongkong banker. Bayu Buana 
Travel Service, which went public in 1989, 
is now dropping the second half of its 
name to reflect its move into fast food. 

It is the sort of pedigree that leaves ana- 


lysts wary. “Dharmala is an enormous 


trading company,” says Eugene Galbraith, 
head of Hoare Govett in Jakarta. “But most 
of the companies they have floated have 
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| Financial 
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been small and undercapitalised.” 

Even senior executives of the group ad- 
mit they have been overly hasty in drink- 
ing from the equity trough. “After we got 
the funds, we realised we needed to re- 
structure,” concedes Micky Thio, a director 


of parent company Dharmala Intiutama. 


The group's approach to business has 
traditionally been an opportunistic one. 
^We own a bank [Bank Dharmala] because 
what is the point of giving others the 
spread?" confides fimmy Hidayat, another 
director. "Our chairman thinks there is no 
sense in one division borrowing while the 
other has deposits." 

Group officials are disarmingly candid 
about the fact that one main source of prof- 
its — Rps 1 billion (US$480,769) in the past 
12 months —has been forward foreign-ex- 
change transactions in Singapore. (This 
was not the result of pure speculation; the 


company must hedge its currency risk.) 


The interests which the group plans to 
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list ir in NN are trading, Hades 


and distribution operations grouped under 
the locally incorporated Dharmala Hold- 
ings. These activities are centred mainly on 
industrial products outside Indonesia. The 
listed vehicle will also include the group's 
Hongkong financial-services arms, DMT 
Capital and DMT Securities, making for a 
combined annual turnover of about 
HK$1.5 billion (US$192 million). 

Dharmala is clearly hoping a Hongkong 
listing will help to raise its international 
profile. “In Jakarta, Dharmala isn't widely 
held by foreign institutions," says Francis 
Tjia, chief investment manager for Lippo 
Investment Management. "Their main 
business is trading and that isn't a really 
interesting business to investors." 

Lippo provides a compelling role 
model. The Riadys, with a consummate 
sense of timing, have raised large amounts 
of equity on the Hongkong bourse. The 
market capitalisation of Lippo group com- 
panies in the colony stands at about HK$10 
billion, which means the Riadys may now 
have more assets outside Indonesia than 
in. 

Even Lippo, however, is regarded war- 
ily by the Hongkong investment commu- 
nity. To many, the group is an asset trader 
at heart, and like Dharmala, its shares are 
not widely held by institutions. "The 
Riadys are not seen as business builders," 
says one fund manager. "They don't really 
have a recurring earnings base from core 
operating businesses." 

That image has been reinforced by 
Lippo's recent tussle with Chinachem for 
control of Asia Securities, a Hongkong 
company that was formerly in the stable of 
veteran asset trader Lee Ming Tee. While 
Lippo won the contest, it did so with an 
offer that was below its rival's. The colo- 
ny's regulators are now investigating. 

Like Lippo, Dharmala is trying to shrug 
off such suspicions and present an institu- 
tionalised veneer to investors. Its directors 
are quick to point out that there are 40 ex- 
patriate managers in the group, and that 
restructuring proposals made by outside 
consultants are being adopted. 

But will Dharmala be able to match 
Lippo for timing? In Jakarta, says Daniel 
Kong, the group financial controller, "we 
got in early and took advantage of the 
[stockmarket] boom to get long-term, 
cheap financing." 

That may be a hard act to follow in a 
Hongkong market that has already risen 
steeply this year on enthusiasm for the 
China story. With the mainland economy 
overheating, some think the colony's stocks 
are headed for a consolidation at best. 
Dharmala shows no signs of being wor- 
ried. "Our underwriters assure us there 
will be no problem placing shares, but we 
would like to list quickly," says Bernard 
Pouliot, managing director of Dharmala 
Holdings. Es 
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JAPAN 
American Tax Bill 


Japanese companies operating 
in the US understated their 
income by US$507 million in 
1992 and owe US$46 million in 
taxes, according to an 
accounting firm that obtained 
documents from the Internal 
Revenue Service. Press reports 
said most of the 
understatement is attributed to 
undervaluing assets 
transferred from Japan to US 
subsidiaries. 

Insurers Cut Dividends 
Japan’s eight biggest life 
insurers cut dividends to 
policyholders for a third 
consecutive year. In an 
announcement on 7 June, the 
insurers cited depressed stock 
prices and low interest rates in 


the year that ended on 31 
March. 
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Peking pays more for this. 


CHINA 

Gold Price Raised 

Peking has raised the state 
purchasing price for gold to 
Rmb 51.2 (US$8.94) a gram 
from Rmb 48. Chinese gold 
producers, who supply 85% of 
the central bank's gold 
reserves, had been calling for 
an increase in the price. But 
Peking also reaffirmed its ban 
on selling gold outside the 
state system. 


Investment Leaps 
Investment commitments from 
abroad hit US$25 billion in the 
first quarter, up 347% from a 
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vear earlier. However, only 
US$3 billion of this was 
actually disbursed. Much of 
the pledged investment came 
from Hongkong subsidiaries of 
Chinese firms reinvesting 
offshore balances as tax-spared 
"foreign" investment. 


Milestone Bankruptcy 


An auto-parts wholesaler 
became the first state-owned 
enterprise to go bust under 
Guangdong's new bankruptcy 
law. Yunhai Technological 
Development was wound up 
by the Canton Municipal 
Intermediate Court after 
incurring Rmb 8.7 million 
(US$1.5 million) in unpayable 
debts. The Guangdong law is 
China's first provincial 
bankruptcy statute. 


SOUTH KOREA 
Panel Probes Chaebol 


The Fair Trade Commission 
announced on 3 June that it is 
investigating the nation's top 
30 conglomerates, or chaebol, 
to determine whether some 
their affiliates are being 
disguised as independent 
concerns, violating fair-trade 
laws. The commission earlier 
launched an investigation into 
the internal trading practices 
of eight leading chaebol, 
among them Hyundai, 
Samsung, Daewoo and 
Sunkyong, to determine 
whether affiliates within 

these groups offer 
"discriminatory" prices to 
each other. 





NORTH KOREA 


Economy Shrinks 


GNP shrank 7.6% in 1992 to 
US$21 billion, its third straight 
year of contraction, according 
to estimates released by South 
Korea's central bank on 7 June. 
The report said GNP fell 5.2% 
in 1991 and 3.7% in 1990. 
Trade fell 43% to US$2.7 
billion, the bank said, due 
mainly to the demise of the 
Soviet Union. 





Chuan: Power accord with Laos. 


THAILAND 
Laos Power Pact 


Thailand signed a 
memorandum of 
understanding to develop 
hydroelectric dams in Laos. 
The pact was struck during 
Prime Minister Chuan 
Leekpai's 4-6 June visit to 
Vientiane. In return, Laos 
agreed to sell power to 
Thailand within the next 7-10 
years. Currently two sites are 
being studied for hydroelectric 
dams. 


Satellite Talks 


Telecoms firms Shinawatra of 
Thailand and AsiaSat of 
Hongkong were deadlocked in 
talks over the positioning of 
satellites which each plans to 
launch. Both want to broadcast 
to southern China and 
Southeast Asia and are 
seeking spots in roughly 

the same orbit. Shinawatra 
plans to launch its Thaicom 1 
at the end of this year. Its 
Hongkong rival will launch 
AsiaSat 2 in late 1994. 





MALAYSIA 
Vietnam Oil Accord 


Kuala Lumpur and Hanoi 
agreed on 4 June to share the 
costs and proceeds from oil 
exploration in a disputed area 
of the South China Sea. The 
area is a 2,200-square- 
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kilometre zone southwest of 
Vietnam and north of 
Malaysia's east coast. 








HONGKONG 
Semi-Tech in Germany 


Semi-Tech Group, which 
controls New York-listed 
Singer Co., strengthened its 
position in the world sewing- 
machine market, acquiring a 
majority stake in Germany's G. 
M. Pfaff. Semi-Tech paid DM 
91.8 million (US$58 million) 
for 51% of the Frankfurt-listed 
company, said to be Europe's 
largest sewing-machine maker. 


——-—-—- — 


VIETNAM 

Firms Vie for Gas Field 
Four foreign firms are vying to 
recover natural gas from the 
White Tiger field off the coast 
of southern Vietnam, 
according to local press 
accounts. The gas, believed 

to exist in large quantities, 

is currently being flared off 

by the field's oil producers. 
British Gas, two Canadian 
consortia, and a Bruneian 

firm have submitted proposals 
to build an off-shore pipeline 
to drive a gas-turbine power 
plant in Ba Ria, as well as a 
liquefied-petroleum gas 

plant. 
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Te a E a Nu mber 


he first five months of the year were 

busy enough for Hongkong's stock- 
brokers but the pace for June appears 
downright frenetic. There are as many as 
. 20 new issues rumoured to be in the pipe- 
— line for the month; the total for June and 
July is expected to exceed the number of 
new listings for January to May. Nobody 
knows exactly how many are in the works. 

Last week, Shangri-La Asia made its 
debut. This week, the calendars of the fund 
managers and analysts are crowded with 
lunchtime presentations: Wing Hang Bank 
on 8 June; Chase Manhattan Bank, for the 
listing of its credit-card operations, the fol- 
lowing day; and Iguana Watch company, 
set to proceed with its listing shortly there- 
after. And they are handsomely priced, 
sporting price-earnings ratios of 11-12, 
rather than the 7-8 which had until recently 
been the norm. 

"We are seeing bigger size, better qual- 
ity and more-expensive issues,” enthuses 
the head of corporate finance at one bro- 
kerage house. “Now all we need is new 
sources of money." 


Where that liquidity will come from is - 


^an interesting question. The large Ameri- 
.«€an institutions such as Fidelity and 
Shearson Lehman, which have thrown 
hundreds of millions of dollars at the 
“Hongkong stockmarket over the past few 
months and had above-market exposure, 
now are prudently maintaining market 
weighting. That means that, once more, the 
. fortunes of Hongkong depend on China. 

News that the authorities in Peking had 


lifted currency controls in the semi-official 


. Swap market in early June, effectively trig- 
< gering a 25% depreciation of the renminbi, 
2s gav e rise to some initial tremors. 

.. . The fear was that a squeeze in China, 
p aggravated by the ailing currency, might 
.. drain the flow of (often illicit funds from 
“across the border which has supported the 
ang Seng Index's rise for much of the last 
/O years, 

“The foreign-exchange drain is the criti- 
~ cal point," says one broker. "You have to 
© remember that the drain preceded Tianan- 
= men and fri ghtened Peking into jumping 
~ to the right." 

But these fears passed quickly — largely 
willed, rather than reasoned, away — on 
the theory that the weaker the currency, 
= the greater the incentive to send money to 
a safer haven outside’ China. "Whatever is 
black will be kept offshore," this broker 
.. predicts. o 


- BUSINESS 


For technical reasons, jungs is always a 
critical month for stockbrokers. To comply 
with exchange rules, accounts must be no 
more than six months old for a company 
that intends to list. 

Most companies will have had their 
numbers hammered (painfully in some 

cases) into shape for the 1992 calendar 
year-end, which means they must list by 
the end of June. This is a particularly sali- 
ent point for the “Nasty Nine” mainland 
companies which intend to list this sum- 
mer. They will probably have to seek an 
extension if, as seems likely, they are not 
set to go in the next three weeks. An opti- 
mistic stance on market prospects for these 
next few weeks is, therefore, almost de 
rigueur. 

Additionally, many brokers expect a 
round of listings for the Chinese assets of 
the major Hongkong groups such as Hen- 


derson Land and New World Develop- | x 


ment. | 

"For the big boys in Hongkong, the 
clampdown in China is good news," says a 
vice-president at one of the US investment 
banks. "They are saying ^we can go to the 
equity market in Hongkong and raise more 
equity than God, overnight. We will be the 
biggest game in China.’ “ 

Beneath the optimism, though, there is 
a sense that later in the year the squeeze in 
China might eventually take its toll on the 
Hang Seng. Many agree with Archie Hart, 
research director at Crosby Securities, who 
says "now is the time to list and run." 

u Henny Sender 


KUALA LUMPUR 
Marriage Off 


ven in these days of Tokyo stock scan- 
dals, one would have thought that any 
Southeast Asian securities house would 
welcome Japanese equity participation. By 
local lights, what Japanese brokerages have 
to offer in terms of competence and capital 
appears to outweigh questions of control 
and sharing the spoils. 
Many in Malaysia expected Rashid 
Hussain, the country’s leading brokerage, 
to be no exception, Twice in the past five 


‘months, investors have bid up Rashid 


Hussain’s shares — traded over-the-coun- 
ter in Singapore — on rumours that the 
company was considering an equity tie-up 
with Nomura Securities, Japan's biggest 
securities house. 

Shroff can now lay these rumours to 


rest: though it was definitely considered, 
the proposed deal has been. amicably: aban- * 


doned. 
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Nomura riséds a local partner to satisfy 
Malaysia’s rules for foreign brokers. To that 
end, it had sought to buy all or part of a 
25% shareholding in Rashid Hussain held 
by Land & General chairman Tan Sri Wan 
Azmi Wan Hamzah. He acquired part of 
his stake — roughly 63 million shares — 
when he played "white knight" over a year 
ago, allowing brokerage chairman Tan Sri 
Rashid Hussain to buy out his partner, 
Chua Ma Yu. 

Wan Azmi, sources say, was receptive 
to Nomura's approach, but he named his 
price as M$3.50-4.00 (US$1.37-1.57) a share, 
or about M$220-250 million for the lot. This 


was a bit cheeky, given that the shares 


were trading at about M$2.50 six months 
ago. Nomura demurred. 

Since then, Rashid Hussain's stock has 
been isi ion 2 the Tanp tide ey 





lifting all Malaysian counters. It closed at 
M$4.24 on 7 June. This rise, added to the 
premium Nomura would have to pay for a 
sizeable bloc, has killed any lingering 
interest by the Japanese brokerage in a 
Rashid Hussain stake. Wan Azmi, mean- 
while, has recently pared his stake to 20% 
by selling shares in the market for about 
M$4.10 each. 

Investors, however, need not view the 
loss of the Nomura deal as negative news 
for the highly profitable Rashid Hussain. 
A tie-up with Nomura would have de-. 
prived the brokerage-cum-financial group 
of business from Nomura’s arch-rivals: 
Daiwa and Nikko. | 

The Malaysian brokerage also wants to. 
diversify into merchant banking. This is 
why it agreed in July 1990 to buy a 20% 
interest in Development & Commercial 
Bank, a mid-sized institution with a lucra- 
tive merchant-banking arm. Not linking up 
with Nomura, therefore, does not put any 
dents in Rashid Hussain's long-term stra- 


tegies. Nomura, though, is left looking for 


a Malaysian partner. u Doug Tsuruoka 
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ern Germany is 
he second half 
look in the east- 
ern afie of the is improving, with 
construction and infrastructure projects 
leading the way. Eastern Germany's main 
adjustment problems now seem to be in 
manufacturing, which remained flat last 
year despite an increase in real GDP. 

There are many reasons for the de- 
cline of eastern Germany's industry. Not 
only had its capital stock and infrastruc- 
ture been allowed to deteriorate, its 
development was also constrained by 
former East Germany's system of central 
planning. However, industry's problems 
were exacerbated by political decisions 
taken in the course of unification, pri- 
marily the handling of the property 
ownership issue and the extension to the 
eastern part of the country of western 
Germany's collective bargaining mecha- 
nisms and regulatory framework. Ad- 
ministrative bottlenecks and excessive 
regulation have held up an estimated 
DM 500 billion of capital outlays. 








Intervention by the state? 


Eastern German firms were dealt a 
severe blow by the collapse of their mar- 
kets in Eastern Europe and the CIS. Such 
a sharp decline in demand could not be 
quickly offset by access to new markets 
in western Germany or elsewhere. 

In such a situation, state intervention 
might make sense, provided that demand 
is likely to reviveinthe foreseeable future 
and thus that only temporary aid would 
be needed. State intervention must be 
seen as an attempt to bridge the gap be- 
tween the breakdown of the old system 
and the emergence of the new. 
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“Deregulation would set in 
motion the huge backlog 
of investment projects." 





Any industrial policy for eastern Ger- 
many must strengthen market structures 
and promote modernisation. Sectors 
should not be kept alive artficially which 
are considered to be in structural decline 
in the western part of the country. 

The government's privatisation agency, 
Treuhandanstalt, had a brief to give sell- 
offs priority over restruc- 
turing. While the Treu- 
hand has undoubtedly 
shown flexibility in its 
efforts to preserve as 
much of eastern Germa- 
ny's industrial base as 
possible, it is under pres- 
sure to dispose of the 
firms still under its wing, 
which in 1992 incurred 
operating losses of more 
than DM 10 billion, on 
total sales of some DM 
50 billion. Most of these 
are industrial enterprises, 
which, if at all possible, 
should be made com- 
mercially viable. 

In a joint report, Germany's key econ- 
omic research institutes have proposed 
quasi-privatisation as a strategy for such 
firms. With this approach, the Treu- 


1990 


hand would retain those enterprises that 


could not be sold but were considered 
worth restructuring. It would take over 
such companies' outstanding debts and 
ensure that they had adequate equity 
capital. Beyond this, the government 
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cial responsibility but it would app cin 





agement of “quasi-privatised” firms. 
Another model is the “Management- 


KG” or limited commercial partner- _ 


ship, which would be a kind of hold- 
ing company for restructuring - pu 
poses. Each of these entities would co 
prise between 10 to 15 Treuhand f 
thought to be potentially viable but still 
awaiting buyers. Largely independent of 


the Treuhand, these enterprises would = 
be reorganised and made competitive. — ^ . 


Industrial output in eastern Germany | 
adjusted for working-day discrepancies, second half of 1990 = 100 a eS P 





1992 
nee Ree ee Capital goods 


1991 


Manufacturing 


The privatisation process in eastern 
Germany will obviously receive a 
substantial boost once western Ger- 
many's economy begins to grow again. 
But implementation of the approaches 
currently under discussion, together with — 
greater deregulation, would secure even © 
more rapid progress towards transform- 
ing the region's industrial base into one of 
the most modern in the world. 


German know-how in global fir 
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|. and functional knowledge typical of MBA programs. For full-time 
students, this challenging, 72 unit program is available in an accel- 
erated 13 month format that commences on October 4, 1993. 

Founded in 1863, Saint Mary's College has been rated among 
the top ten regional universities in the western United States 
by U.S. News and World Report. The College enrolls 4,000 students 
_ and is located on a beautiful 425 acre campus 21 miles from San 
— Francisco and 10 miles from Berkeley. 

To receive an application and a catalog, mail your name and 
address to: Saint Mary's College, Graduate Business Programs, 
P.O. Box 4240, Moraga, California, 94575 USA. Or, FAX to 1(510) 
376-6521. Telephone: 1(510) 631-4500. 


E When you need important infor- 


| FIND ME . mation, you invariably want it fast. | 


Ev ERYTHING - and accurate, The Review Index en- 


ZUDEM ales rapid access to the most re- 
y OU CAN O N | spected Asia-Pacific information — 


TH {AT B, ANK | source: The Far Eastern Economic 
- Review, Everything published 
QE 
C OLLAPSE L AST during the preceding quarter, by 
YEAR.” - country, subject and date is detailed 
in the Review Index. 


‘|. searching. Subscribe now and receive your Review 


—]- annual at US$59 per annum, or the cumulative annual 
—.] alone for US$43 per annum. A Dow Jones Publication 


This essential research tool is also available as a p 
cumulative annual edition. End hours of needless EE 


<f> Index four times per year, including the cumulative R 


















convenient to use: 


E ‘ol mmunications 
tool for China 
traders 


-Just Released 





e: ow you can 
N have the China 
Fax and Telex 


Directory, the only 
directory of its kind 
available in the market. 
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DIRECTOR GENERAL ) 


INTERNATIONAL CENTER FOR LIVING AQUATIC RESOURCES 


BASED MANILA 


ICLARM is a nonprofit, autonomous, nongovernmental, international center 
with headquarters in the Philippines. The Center pursues strategic research for 


sustainable aquaculture and fisheries in tropical developing countries, 


emphasizing sustainable use of natural resources and environmental care, for the 
benefit of small-scale producers and rural poor. 
The Center's programs focus on three resource systems — inland (principally 
ponds and rice flood waters), coastal, and coral reef. National research support 
activities complement the Center’s research work. There is a staff of nearly 


200 worldwide. 


ICLARM is a member of the CGIAR system and is funded by a number of 


government agencies and foundations and governed by a 15-member 
international Board of Trustees. 


DUTIES AND RESPONSIBILITIES: The Director General will be based in 
Manila and have full responsibility for management, direction, and fund-raising 
under the supervision of the Board. He or she will be responsible for close 
communication with research and development organizations worldwide and 


with potential and current donors. The position requires frequent travel. 


QUALIFICATIONS: (1.) Ph.D. plus extensive research experience in one or 
more of ICLARM's program areas. (2.) Ability to work with scientists, research 
institutions, fisheries agencies, and other national, regional, and international 


governmental and nongovernmental entities. (3.) Proven competence in 


managerial matters to ensure efficient operation of an international 
multidisciplinary center. (4.) Proven competence in dealing effectively with fund- 
raising activities and donor organizations. 
The appointment is for an indefinite term and is available immediately. Salary, 
benefits, and allowances are negotiable, commensurate with the experience of the 
candidate, and equivalent to those provided by international agricultural research 
centers. For more information, contact Dr. D.L. Alverson. 
APPLICATION: Applications should be addressed to: Dr. D.L. Alverson, 
ICLARM Search Committee, 4055 21st Avenue West, Suite 200, Seattle, 
Washington 98199, USA. Telephone: (206) 285 3715. Telefax: (206) 283 8263. 
Include complete personal qualifications and experience, with present and 
previous positions and salaries, and names, addresses, and phone numbers of 


three personal references. 


"CONSULTING OPPORTUNITIES": 
lucrative part-time consulting 
opportunities m assisting an international 
venture capital partnership conducting 
research into future investment 
opportunities in non-traditional risk 
oriented regions of the globe. Presently 
research is focusing on North Korea, with 
an eye towards possible future relaxation 
of trade policies. Individuals should have 
current contacts, market expertise and 
area knowledge (confidentiality assured). 
Principals only. Please send resume to: 
MARKET VISTAS, Suite 140, 36 Pour 
Seasons Center, Chesterfield, MO 63017. 
Attn: Dr. Andrew Tan. 
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By Lincoln Kaye ] 





n his identity papers, Zhang 

Baosheng is a 35-vear-old high- 

school dropout from Liaoning, in 
northeastern China. To his disciples — and 
they include some of the country's top poli- 
ticians, military brass, movie starlets and 
executives — he is a 500-year-old extrater- 
restrial being. Anyway, so he tells them. 
And Zhang's powers of telekinesis and 
para-normal healing ensure that what he 
says, goes. 

That may be why, on a recent weekday 
evening, two limousines full of well-paid 
multinational managerial talent (plus one 
reporter) stand prepared to await Zhang 
for nearly an hour at kerbside. The psychic 
master finally shows up at the wheel of his 
own black Audi to lead the convoy all the 
way across town to a banquet at Diaoyutai, 
the exclusive state guest house. 

The Audi careens along the second ring 
road, darting between lorries, taxis and 
three-wheeled produce vans. A couple of 
blocks from the guest house, Zhang 
ploughs without hesitation into a swarm 
of cyclists — and emerges somehow with 
no trace of blood on his fenders. 

Such impediments, to Zhang, are sim- 
ply immaterial, explains telecoms executive 
S. K. Lau. The Master perceives — actually 
sees — a "sixth state" of matter, beyond the 
"conventional" states of solid, liquid, gase- 
ous, quantum and "hyper-matter." 

Surfing through the interstices of this 
sixth state allows Zhang to do more than 
negotiate the Peking rush hour. According 
to Zhuge Xihan, his biographer, "super- 
man" Zhang can teleport objects or materi- 
alise them from his dreams; walk on wa- 
ter; detect crimes and predict earthquakes. 

His X-ray vision can penetrate not only 
sealed rooms or human bodies — he can 
even detect "e, ae meridians, which 
are invisible to arTWRnown instrument. He 
performs non-surgical cures for ailments, 
even chronic ones, either by searing the 


74 


lE PROFILE 





Zhang Baosheng 


Psychic Master ‘Sees’ 


A ‘Sixth State’ of Matter 





High-school dropout with powers of telekinesis and 
para-normal healing claims to be a 500-year-old 


extraterrestrial being 


disease with radiated heat or by sucking 
out poisons with his hands. 

Zhang has administered to the medical 
needs of such communist notables as the 
late Marshal Ye Jianying, Zhuge relates. 
And he remains a habitué in the courtyards 
of the mighty. 

This time, however, it is a strictly execu- 
tive crowd. Everyone looks right at home 
sitting down to an eight-course banquet in 
Diaoyutai — everyone, that is, except 
Zhang. He never sits still and rarely comes 
to roost at the banquet table. 

Instead, he traipses off at will into the 
corridors and gardens of the highly policed 
compound, a slight figure with a rolling 
gait and a Buster Keaton deadpan. In his 
gaunt face, only the haunted, twitchy eyes 


G His X-ray vision 
can penetrate 
sealed rooms or 

human bodies à 


are on the move. Periodically, he drifts 
back into the banquet room. He sneaks up 
behind the Suits and administers electric 
shocks with his finger tips. 

Between the soup and the sweets, 
Zhang finally alights for a demonstration 
of his powers. One of the guests produces 
an unopened medicine bottle and Zhang, 
just by blowing on it, strews the pills 
across the table. Then he inserts a guitar 
plectum right through the glass of the still- 
sealed bottle. Last, with his bare hands he 
fuses a pair of dinner forks into a molten 
lump. 

None of this seems to interest Zhang all 
that much. Psychic powers are no news to 
him; he has been aware of them since, at 
the age of two, he teleported a stash of 
cookies out of a cabinet where his foster 
parents had hidden them. A pallid, runty 
child, he was passed for adoption from one 
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working class family to another. 

He grew up lonely and tormented by 
bullies throughout his school career and 
later on his first job, as a miner. Only after 
word of his special powers got around was 
he recruited by the police of Benxi, a gritty 
Liaoning steel town, as a "crime-sniffer" 
(literally — he used his nose to detect pick 
pockets). 

He did not last long on the job, though, 
before he was himself busted and jailed for 
shoplifting in a department store. All he 
had done, he tried to explain, was to think 
of how nice it would be to give his then- 
girlfriend a certain pair of shoes, and — 
hey presto! — they inadvertently material- 
ised in his bag. 

Just as his luck bottomed out, he got his 
break. Coming out of jail, he was be- 
friended by an internist at the Benxi col- 
lege of Chinese medicine. With this entrée, 
he became known to ever-loftier circles of 
para-normal psychology research, which is 
a growth industry in China. 


hang turned out to be well worth re- 
/ searching, according to Zhuge; his 
skull was found to contain not one 
but two complete, functioning brains. 
Today, Zhang rates as one of the prime 
specimens in the National Defence Science 
and Technology Commission stable of 20- 
odd para-normals. That means he is pro- 
tected as a national resource, constantly 
surrounded by bodyguards and forbidden 
to leave Peking without permission. 
Zhang, the erstwhile loner, is now mar- 
ried to a switchboard operator, having re- 
portedly turned down a spate of marriage 
proposals from more upscale ladies who 
only loved him for his gene pool. He al- 
ready has one son. Plus he gets to hobnob 
constantly with Taiwan starlets and main- 
land politicians. 
"He's courted by everyone," one exe- 
cutive explains. "You see, he's a power 
node. And everyone here is fascinated by 


power." u 
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Apropos Michaef Sons 29 April'arti- 
cle on the Sultan of Brunei [Lerd^of the 
Rigs, COVERsTORYI, I wish to’mdke some 
corrections, TRUE icio his ob- 
servations oft the Malay Muslim Monar- 
chy (MIB) concept. M rem 

First, it is not correct to say that the Sul- 
tan "told his subjects in July 1990 that they 
must have their own 'philosophy' based 
on a creed emphasising the linkage be- 
tween the Malay identity, Islam and the 
Monarchy." The declaration was made 
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was in vogue much earlier. In the 1950s the 
MIB was one of the guiding principles when 
negotiations for the transfer of power were 
conducted between the British administra- 
tion and the late Haji Omar Ali Saifuddin, 
father of the current ruler. I have come 
across a reference in the Colonial Office 
records as early as 30 September 1957 as- 
suring the British Government's support 
for the continuation of the Sultan’s regime 
based on the principle of a Malay, Islamic 
Sultanate. 

Second, why must the MIB always be 
treated as a prop to the Sultan’s regime? It 
has now crystallised into an overarching 
philosophy that permeates the total out- 
look and the ways of life of the Bruneians. 
Basically, it has found its strength in its 
capacity for both nation-building and safe- 
guarding the unique Brunei identity 
which people have clung to even in times 
of distress, well before the oil wealth 
emerged. 

a Third, the MIB concept need not neces- 
^ sarily give strength to the architects of 
conservative outlook, the chief of which, 
by your account, is Pehin Aziz Umar, Bru- 
nei's minister of education. To the con- 
trary, the MIB has been reinforced by the 
vision of leaders such as Pehin Aziz to 
steer the kingdom by blending its cher- 
ished traditions with the needs of the 
modern world so that the Brunei people 





can face the technological challenges of the 

21st century. The MIB is essentially an idea 

to filter undue foreign influence so that 

Brunei might fulfil its historical role in the 

arena of emerging regional and global 
politics. 

HAJI DR B. A. HUSSAINMIYA 

Department of History 

Universiti Brunei Darussalam 

Brunei Darussalam 


Buddhist Protest 

I should like to add some information to 
your somewhat ambiguous item on the 
self-immolation of a Buddhist in your 3 
June issue [Self-immolation, REGIONAL 
BRIEFING]. Guided by what I assume was 
the spirit of impartial reporting, you quote 
two different sources in Hue who give en- 
tirely different versions of the motives be- 
hind this act. The first source says that the 
Buddhist immolated himself. in pas 


! cose The een says he committed 


suicide over a frustrated love affair. 
| think REVIEW readers would get a 


-  dlearer picture of this incident if you made 
when Brunei attained full independence in ~ 
1984. As a matter of fact, the MIB concept - 


your sources clear. The first version came 


"from monks at Linh Mu Pagoda, who wit- 


nessed the immolation first hand. In a tele- 
phone call to our Committee in the early 
hours of 24 May, they reported that letters 
left by the Buddhist that explained the rea- 
sons for his act were immediately confis- 
cated by Security Police who arrived at the 
pagoda minutes after the immolation. 
While monks were being questioned in 
the Linh Mu shrine, police evacuated the 
body over the pagoda's back wall. 

The suicide theory was of course the 
official police version, broadcast on Hue 
radio on 22 May, where the man was 
characterised as a "desperate drug addict 
suffering from Aids." This is the typical 
way all totalitarian regimes depict dissi- 
dents, and I think it needs no further com- 
ment. 

Hanoi's leaders are wrong to believe 
that the only issue at stake in Vietnam's 
future is that of foreign aid and investment. 
Buddhists represent 80% of the population 
in Vietnam. Up to now, they have kept 
their demands modest and their methods 
non-violent. They are asking simply for the 
respect of religious freedom and human 
rights. 

VO VAN Al 

President 

Vietnam Committee on Human Rights 
Vice-President 

International Federation of Human Rights 
Paris 
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Fake inflation | 
I follow with great interest your WHERE TO 
PUT YOUR MONEY quarterly series. I par- 
ticularly revel in reading the section The 
cost of living the good life in Asian capi- 
tals. In your 1 April edition, however, | 
was amused to learn that there are no 
fakes in the streets of Tokyo, By present- 
ing such an innocent picture of this capi- 
tal, you are buying precisely the type of 
image the Japanese are going out of their 
way to sell. 

Having lived (or should I say sur- 
vived?) in this country for almost 10 years, 
I can say that this is the place where "gangs 
of gangsters" control the government, to 
say nothing of the streets. (And those are 
no fakes, indeed.) 

Yes, vou can certainly buy fakes in To- 
kyo too. The only difference is that the 
same Rolex fake you buy in Bangkok’ S 
Patpong for US$40 will cost you US$220 in 
Tokyo's Shinjuku. The cost of surviving the 
"good" life in Japan! 7 

S. M. POPOVICCI 
Tokyo Gakugei University 
Tokyo 


Military Selflessness 

I hesitate to take issue with what may have 
been a throw-away line, but in my opinion 
Shim Jae Hoon's article Shamed at the Top 


[20 May] contains a highly misleading as- 


sertion. 

Speaking of the promotions scandal 
surfacing in the Korean armed forces, 
Shim writes that "the incident has shat- 
tered the reputation of the armed forces as 
selfless institutions." Based on my experi- 
ence living and working in Korea, I do not 
believe many Koreans have viewed their 
armed forces as "selfless institutions." 
Rather, it seems clear that corruption in the 
military, and indeed throughout the gov- 
ernment and society, was well known to 
the Korean people. Your statement might 
leave readers with entirely the opposite 
impression. 

JOHN OHNESORGE 
Seoul 


Correction 

The Philippine constitution stipulates that 
foreigners cannot hold more than 40% of 
Philippine Airlines, not 30% as stated 

in our 3 June article “Mystery in the 
Cockpit.” 





Letters intended for publication must include 
the writer's name and address. All letters are 
subject to editing for length. 





= had a hotel with 100 rooms, what would you think 


| say you had a restaurant that was allowed to serve diners 
all night but was forbidden to seat new customers any time 
a table came free? Better yet, what if vou were the customer? 
Well, this is precisely what the Australian Government has 
done to air passengers by penalising Northwest Airlines for 
filling up its flights with travellers who want to go from 
Osaka to Sydney. 

The controversy revolves around what in the air indus- 
try is called the "fifth freedom," the right of airlines to pick 
up and discharge passengers en route to their final destina- 


tion. In 1991 Northwest received permission to fly three | 


times each week from New York to Osaka to Sydney. What 


has its Australian and Japanese competitors upset is that | 


Northwest has violated an understanding not to pick up 
more than 50% of its seats on the Osaka to Sydney leg of the 
journey. Think about what this restriction means in practice: 
even if there are people willing to pay to get from Osaka to 
Sydney, the Australian Government insists that Northwest 
fly to Sydney each week with as many as 630 empty seats. 

Obviously the idea is to protect national carriers, which 
in this case happen to be Qantas, Japan Air Lines, and AII 
Nippon Airways. This is so despite the fact that Northwest 
boasts only 4% of all the traffic between Japan and Aus- 
tralia; the other 96% is split among these three carriers. Ob- 
viously, too, these artificial limits have their costs and are 
passed along to passengers in two ways. Those lucky 
enough to get a ticket must pay for it in terms of higher 
fares to make up for the empty seats. Others are simply 
denied any seat at all. 

To be sure, Northwest is not the only airline that would 


like fifth freedoms and Australia is certainly not the only | — 


government that has opted to protect its carriers at the 
expense of its citizens. The Japanese carriers blame Ameri- 
can competition for their financial woes (using virtually the 
words Chrysler's Lee Iococca used when he blamed Japan 
for the sorry state of the US auto industry), and the Clinton 
administration has unfortunately responded in kind, cut- 
ting back Qantas' access to America. And Washington 
would make a much more credible case for itself on free 


trade in other world markets were it to open up its domestic | 


air routes to more foreign competition. In the meantime we 
can expect more nastiness. 

The point, surely, is that air travel is as much an industry 
as anything else, and government limits on market share to 
protect national carriers only raise prices, tempers and over- 


of a law that said you could only let out 50 at a time? Or | 
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Grounded Down Undet 


Australia sets off political dogfight over air routes: 






“momie 








| of bilateral agreements necessary increases exponentially | |. 


_ but an effort to perpetuate the status quo by the same old: 


all inefficiency for everyone. Northwest, for example, esti- - 
mates that its New York-Osaka-Sydney route contributes | 
some US$300 million in business each year to Australian | 


tourism and shipping industries. Unfortunately, services are | 


not yet covered by the Gatt, which means that the number 
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with each additional stop on a given route. At home even | |. 
the dimmest politicians would recognise the absurdity of . 
forcing a restaurant to set aside empty seats. So why does — 
that common sense stop at the airport? a 





Noo-ing Voters 
LA. breaks with status quo 


g n the recent mayoral election in Los Angeles, voters went 

| to the polls to choose between two polar opposites. The UU 
first ran a no-nonsense campaign vowing to bring free | — —— 

enterprise to City Hall and law and order to the city’s streets | ^. 

— what might be called Confucian Conservatism. The sec- 

ond said that these were code words for greed and bigotry 

and ran on the traditional themes of the American left: more 

spending, taxes and sensitivity. This might have proved 

potent enough, but the personalities involved ensured that 

the race would be watched well beyond California and the 

US. For the first candidate was a 62-year-old millionaire 

named Richard Riordan, and the second a 41-year-old y 

Councilman named Michael Woo. 

Had Mr Woo won he would have been the first Asian 
American mayor of a large American city, indeed the lar- 
gest after New York. But while the photogenic Mr Woo, a 
third-generation Chinese-American, attracted most of the 
headlines, Mr Riordan walked away with the victory by asf du 
comfortable 54% to 46% margin. Coming in a- city that is |” 
only 37% white and overwhelmingly Democratic i in regis- |. 
tration — with large Hispanic, black and Asian minorities. | 

this was something of an upset. Although Mr Woo | 
charged Mr Riordan with running a divisive campaign, - 
obviously Mr Riordan could not have become the first 
Republican mayor in three decades without some support 
in these minority communities or at least great dissatisfac- 
tion with the political machine of which Mr Woo was the 
representative that had run the city since the 1960s. 

To be sure, Mr Woo's forthright embrace of a left-of- 
centre Democratic agenda itself is a healthy sign that it is 
silly to treat ethnic groups as political monoliths. By the 
same token, however, many other Asian Americans (espe- ` 
cially, we suspect, Korean American merchants who were 
abandoned in last year's riots) doubtless saw a vote for his. 

“rainbow coalition" less a coalition striving to put race aside 











interest groups that have been running Los Angeles for 
years and helped run it into the ground. It seems that what- 
ever their racial differences, multi-ethnic Angelenos all agree . 
that crime is bad and prosperity is good. All in all, a most 
reasonable message. "o 





IN 1969, ONE MAN 
TOOK A GIANT 











LEAP FOR MANKIND. 


Oh yes, and some astronauts landed on the moon. 


WHEN they come to write the 
history of the-20th century, the 
summer of '69 will surely merit 


a chapter of its own. 


The Beatles sang ‘Get Back’ 


on a London rooftop, there was 
a vibrant new President in the 
White House, and the eyes of 
the. world: were turned skywards 
as Neil Armstrong prepared to 
‘set foot on the Moon: 

, Away, from the public gaze, 
a differen: band of Pioneers 


was prepauing t to step into the 
unknðyrr. 

But in this case the destina- 
tion was not a Sea of Tranquility, 
far from it. 

Fifteen metre waves and 
hurricane force winds were 
the lot of the early North Sea 
explorers, searching for oil and 
gas three kilometres below. 

History records that both 
sets of men accomplished their 
missions. For the crew of the 
spaceship Apollo, their adven- 
tures were largely over. 

For the oilmen they had just 
begun. In November 1970, BP 





duly announced the discovery 
of their huge ‘Forties’ field. 
Hardly a single day has passed 
since without an act of sacrifice 
or courage on their part. 

Giant platforms, taller than 
Big Ben, have been engineered 
and positioned in the teeth of 
storms. 

Pipelines have been laid for 
hundreds of kilometres beneath 
the waves. 

And of course, new dis- 
coveries made: the ‘M’ fields, off 
England’s North East coast were 
discovered by BP just last year. 

The Beatles never sang 
together again, Richard Nixon 
turned out to be, well, Richard 
Nixon and no astronauts have 
exceeded the achievements of 
Neil Armstrong and his men. 

But how magnificently has 
all the promise of that golden 
age been fulfilled, by the North 


Sea explorers from BP 





For all our tomorrows. 
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outh Korean President Kim Young 

Sam's first 100 days in office have 
amply demonstrated his political skill and 
determination when it comes to cracking 
down on corruption and other excesses 
that were rife under previous regimes. 
MALE 1e However, there are doubts over the 
SOUTH RES 
KOREA” government's ability to turn around the 
p country's sluggish economy. Seoul bureau 
chief Shim Jae Hoon and correspondent 
Ed Paisley review Kim's record and 
consider whether he will be able to 
maintain the momentum of his 
"honeymoon." Kim is also interviewed by 
Editor L. Gordon Crovitz and Review 
correspondents on these and other issues. 
'age 18 
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Before you jump right in and 
modify your computer system, 
De sure to talk to the people at 
Digital. Whether you're 
interested in optimizing your 
computers to increase 
productivity, bringing new 
products to market faster, or 
simply to speed up billing and 
improve your cash flow, Digital is 
recognized around the world for 
its services and support 
capabilities. Imagine... by 
analyzing your business needs, 
the work patterns of your 
people, your applications and 
your hardware, Digital can help 
you put together a better plan 
to make things better. With little 
or no disruption to your business. 
To find out how you 
can takėfhe plunge without 
making a ripple edii852)8053551- | 
orte (852) 8054200" 


PUTTING IMAGINATION TO WORK — 
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Safe Haven 


Iran is offering visas to Arab radicals 
threatened with expulsion from Pakistan. 
The Arabs, accused by the Pakistani au- 
thorities of being militant Islamic funda- 
mentalists, are illegally based in Peshawar, 
the capital of North-West Frontier Prov- 
ince. The Iranians are providing the visas 
through their Peshawar consulate, where 
staff are offering to arrange travel to and 
accommodation in Iran. The Pakistanis say 
the Arab Islamic militants are using the 
country as a base to train and plan violent 
uprising in their homelands, following 
complaints from Egypt, Algeria and Saudi 
Arabia. A member of the lranian Peshawar 
consulate staff recently crossed the border 
into Afghanistan and visited the Marko 
area, near Jalalabad, where Arab and Paki- 
stani militants are reported to be receiving 
training from Afghan Hezb-i-Islami fight- 
ers. 


Appeal Caught 

Vietnam's communist rulers, concerned 
that they could face criticism at the human- 
rights conference which began in Vienna 


on 14 June, have asked a court in Ho Chi 


Minh City to delay hearing an appeal for a 
well-known Vietnamese dissident sen- 
tenced in March to 20 years in prison. The 
case against Doan Viet Hoat, an intellec- 
tual who published the Freedom Forum 
newsletter in which he called for greater 
political reform, and seven other impris- 
oned dissidents had earlier been scheduled 
for review on 3 June. 


infernal Revenue 


The attempt by South Korean tax au- | 
thorities to raise millions of dollars in new | 


and back taxes from some of the largest 
foreign firms in the country is likely to 
spark diplomatic action from the US and 
Europe. At issue is South Korea's apparent 
decision to recalculate the tax base of some 





_ Taking a Toll 


25 foreign-invested firms, and then collect | 


five years worth of back taxes based on | 


new guidelines. South Korea’s tax laws are 
extremely vague, but basically Seoul says 
the annual turnover of these firms’ local 
parent companies should be the basis of 
their taxable income. This contrasts with 
the present practice of basing taxable in- 
come on the commissions their local sub- 
sidiaries earn selling goods in South Korea. 
The 25 foreign firms complain that their 
parent companies have already paid taxes 


| on this turnover in their home countries, 


| and that taxing it again in South Korea 
| would violate a host of double taxation 


treaties. 
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Officials of Japanese construction firm. 
Kumagai Gumi are increasingly frustrated - 
by what they say is Thailand's failure to 
resolve conflicts over an unopened 20-kilo- - 
metre Bangkok toll road they built under 
concession to the government. After being 
assured that the government would sort 
out the disputes at the highest level in the 
spirit of the original concession agreement, 
Kumagai officials found they were back 
negotiating with the same officials of the |... 
Expressway and Rapid Transit Authority, 
with whom they have been deadlocked 
for over a year. Moreover, in letters signed = 
by Authority chairman Anant Anantakul | ^. 
on 3 June and 10 June, the government 
took a clearly harder line, Kumagai © 
sources say. As a result, the new road is... 
no closer to opening than it was when the ' vum 
dispute first broke in public two months ~~ 
ago. 








Unbridled Optimism 


A bi-partisan delegation of Taiwanese 2 
lawmakers is about to embark on a tour. 
that will take it to Washington, Paris . 
and Moscow to lobby for Taiwan's mem- _ 
bership in the UN. The group includes . - 
two opposition lawmakers, University . 
of Pennsylvania academic Parris Chang 
and human-rights activist Annette Lu,” 
plus six other members of the ruling 








Pushing for Taiwan in the UN. 










Kuomintang. Members of the group say - 
they have had little encouragement for . 
their mission from the Clinton administra-.- 
tion so far, but they still hope to find re- 
ceptive members of the US Congress. 
There is no consensus on what name 
should be used for Taiwan's propose 
application, but the opposition says it: 
willing to accept any name the govern 
ment proposes, including S wee 

China. " 
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Number of seats won by: 
@ cPP @ Funcinpec 


@ Others 


Funcinpec's narrow victory was followed by charges of vote-rigging. Right: SOC soldiers in a show of support for Sihanouk. 
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State of Confusion 


A period of virtual anarchy gives way to a glimmer of hope that 
the country's main political parties may strike a deal. Much 
depends on whether the princes can get their act together. 


By Nate Thayer in Phnom Penh 


f it was not a near-tragedy it would have 

been a farce. The days that followed the 

conclusion of UN-conducted elections 
have seen Cambodia's would-be leaders 
indulge in a bewildering display of antics 
that might have been comic if the implica- 
tions were not so depressing for the coun- 
try's future. 

In less than a week, the country has wit- 
nessed an abortive secession, a failed at- 
tempt to establish a provisional govern- 
ment, a royal family feud and the manoeu- 
vres of a prince obsessed with avenging 
his removal from power in a military coup 
more than 20 years ago. More positively, it 
also saw the glimmerings of a compromise 
between at least some of the contending 
factions. 


10 


These manifestations of traditional 
Cambodian power politics also threatened 
to nullify the achievements of the US$2 bil- 
lion Paris peace agreement. As chaos 
loomed, confused diplomats and UN tech- 
nocrats could only mutter half-hearted pro- 
tests as it became clear that the principles 
of democracy had barely taken root in this 
fractured country. 

The electorate had given Prince 
Norodom  Ranariddh's pro-royalist 
Funcinpec party more than 45% of the vote, 
a 7.25% edge over the 38% taken by the 
ruling Cambodian People's Party. The re- 
publican Buddhist Liberal Democratic 
Party (BLDP) received slightly over 3% of 
the votes. The votes translated into 58 seats 
for Funcinpec, 51 for the cpp, 10 for the 
BLDP, and one for Moulinaka, an offshoot 
of Funcinpec. 
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Faced with the unfamiliar concept of 
giving up power simply because they had 
been out-voted, senior CPP officials threat- 
ened to intervene using the party's still 
powerful military. 

On 10 June, the cpp declared that the 
UN and foreign countries had fraudulently 
engineered the election results. In protest 
against this, they announced that "dissi- 
dent figures" in the CPP had arranged for 
the secession of six eastern provinces bor- 
dering Vietnam that represent almost 40% 
of the nation's territory. 

The secessionist move was led by Prince 
Norodom Chakrapong, another of 
Sihanouk's sons and deputy prime minis- 
ter in the CPP government. He was joined 
by Sin Song, the head of the National Secu- 
rity Ministry which controls the CPP secret 
police, and Bou Thong, a senior CPP stand- 
ing committee member. Analysts believe 
the secession had been sanctioned by State 
of Cambodia (soc) Prime Minister Hun 
Sen and the cpp leadership, and was little 
more than a ploy to force a power-sharing 
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agreement that would give them more 
power than accorded by the election re- 
sults. 

On 15 June the secession collapsed and 
Chakrapong fled to Vietnam. UN sources 
said Vietnam's ambassador to Cambodia 
assured Yasushi Akashi, chief of the UN 
Transitional Authority in Cambodia 
(Untac) that Hanoi would not support the 
secessionists. On the same day, Sihanouk 
met the newly constituted assembly and 
proposed an interim power-sharing agree- 
ment that would leave him out of day-to- 
day running of the administration. 

Because of poor health and "problems 
with certain foreign figures" Sihanouk said 
he would not accept the premiership of the 
new government but would remain head 
of state while Funcinpec and the CPP would 
provide deputy prime ministers. The de- 
fence portfolio was offered to Funcinpec, 
finance to Sonn San, head of the non-com- 
munist Khmer People's National Libera- 
tion Front, while the key interior and na- 
tional security ministries 
would be shared between 
Funcinpec and the crr. 
Overall, it was proposed to 
split power along party 
lines, with Funcinpec and 
the CPP both taking 45% and 
the BLDP the remaining 10% 

However, Untac and 
Cambodian officials say the 
real struggle for power will 
take place as the parties di- 
vide up the portfolios. In- 
deed, Funcinpec is known 
to be already pushing for a 
division of power that more 
clearly reflects its electoral 
victory. 

While the struggle for 
turf gets under way in Phnom Penh, the 
Khmer Rouge is preparing to reap the ben- 
efits of its relative quiescence since the elec- 
tions. After denouncing the poll as a ploy 
to help the Vietnamese and their puppets, 
the Khmer Rouge has executed a neat volte 
face by presenting itself as defender of the 
voters' verdict. Further, the SOC's rejection 
of the poll results and subsequent seces- 
sionist ploy put it on a par with the Khmer 
Rouge in terms of promoting democratic 
values. 

The REVIEW has also learned that 
Ranariddh held private talks with Khmer 
Rouge president Khieu Samphan on 13 
June in which the Khmer Rouge for the 
first time laid out its position on the post- 
election period. In an interview on 14 June, 
Ranariddh told the REVIEW that "it was the 
most concrete, specific meeting we have 
had. It was very, very good." 

He quoted Samphan as saying the 
Khmer Rouge would "turn over our terri- 
tory to your new legal government," and 
drop its demands for a quadripartite coali- 
tion government. The faction sought no 
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senior positions or portfolios and offered 
Ranariddh its full support. Ranariddh said 
“we accept them as Cambodians and part 
of the Cambodian nation." He also said 
Samphan signalled that the Khmer Rouge 
required the SOC to accept Funcinpec's vic- | 
tory in the elections, and that the royalist 
party must be given the dominant role in 
any new government. 

Despite this moderate tone, the Khmer 
Rouge has refused to make peace with the 
SOC. In an 11 June radio broadcast, 
Samphan called on the armed forces, po- 
lice and civil service of the "puppet re- 
gime" to take up their guns to kill the six 
SOC leaders — Hun Sen, Chea Sim, Pol 
Saroeun, Sin Song, Sar Kheng and Heng 
Samrin. “They must be killed at once, with- 
out hesitation,” Samphan exhorted. 

Behind these more overt moves on the 
modern political stage, an older and per- 
haps more potent dynastic struggle ran 
through the events of the past few weeks 
— much of it focused on the struggle be- 





Sihanouk's sons: Ranariddh and (right) Chakrapong. 


tween Sihanouk's two sons. 

Chakrapong's decision to assume the 
notional leadership of secessionists forced 
to the surface a long-standing and bitter 
feud with his half-brother Ranariddh, and 
sparked a struggle within the immediate 
royal family between partisans of the two 
princes. 

Sihanouk fulfilled one of his own ambi- 
tions when, on 14 June, the newly elected 
assembly convened in the same building 
where he was overthrown in March 1970 
and passed a resolution declaring "null 
and void the illegal coup d'état." The as- 
sembly also vested "full and special pow- 
ers" in the prince "inherent in his capacity 
and duties as head of state in order that he 
may save our nation . . ." 

Sihanouk, who is known to be obsessed 
with officially avenging his overthrow, was 
said to be deeply moved by the resolution. 
He sent a handwritten note to the assem- 
bly members calling the move "an histori- 
cal event that . . . restores my honour to the 
people and nation who I will serve until 
the end of my life." * 
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By Julian Baum in Taipei 


hen it finally came, the Taiwan 
W eu s first major defeat 

on the floor of the Legislative 
Yuan in more than four decades was at 
least mercifully quick. 

“It all happened in 15 minutes," says 
Wei Yung, a leader of a group of renegade 
legislators from the ruling Kuomintang 
(KMT) who joined with opposition lawmak- 
ers to pass sweeping financial disclosure 
rules over objections from the government. 

Seeing an opening after lawmakers had 
defeated a weaker proposal from the cabi- 
net on 8 June, Wei swiftly rounded up sup- 
port for a much tougher version of the 
"Sunshine Law," so called because of the 
light it sheds on the finances of public offi- 
cials. The draft became law a week later 
when it was approved without objection. 

The passage of the bill, which infuri- 
ated ruling party leaders, appears to give 





|. Taiwan the strictest financial disclosure 


rules for public officials in Asia. The South 
Korean legislature passed a more modest 
disclosure law in May, while Japan has re- 
cently adopted rules encouraging volun- 
tary disclosure of assets by the MPs. In Tai- 


| wan, no such rules existed before, and their 





| office. 





absence had fuelled public cynicism about 
bureaucrats and politicians. 

The new disclosure law marks a turn- 
ing point in Taiwan's political culture, 
though whether the government will en- 
force the tough new regulations remains to 
be seen. Existing legislation regulating 
campaign finances, for example, is widely 


| ignored. 


"This law is a very drastic way of mak- 
ing politics clean," says Wei, a political sci- 
ence professor and former head of the KMT 
cadre school. "Even if it doesn't kill money 
politics, it will at least bring it under con- 
trol." 

"We are long overdue in separating 
money-making from political power," he 
adds. “If it's fairly implemented, the effect 
of this bill will be to alter the relationship 
between money and politics. The message 
is loud and clear: if you want to be rich 
and don't have money, forget about public 

In defying the cabinet, rebel ruling party 
and opposition lawmakers were respond- 
ing to widespread popular concern that 


11 


REGIONAL 





“money politics” pervades public life. 
Candidates in recent legislative elections 
spent hundreds of millions of Taiwan dol- 
lars on their campaigns and aim to earn 
back their investments once in office. 
Besides legislators, many public office 
holders are believed to have profited from 
inside information and personal favours 
over the years, allowing them to acquire 
small fortunes during their government 
service. 

KMT leaders say, however, that in its 
enthusiasm the legislature has gone too far 
and that the law may be unenforceable. 
Party spokesman James Chu has even sug- 
gested that it may be illegal in its failure to 
protect the privacy traditionally accorded 
to personal business affairs. Vice-Premier 
Hsu Li-teh, the KMT’s former finance chair- 
man, has told party meetings that the law 
contradicts the constitutional protection of 
private property. 

The Sunshine Law will affect an esti- 
mated 23,000 elected and appointed offi- 





Premier Lien: just how rich is he? 


cials, including the president, cabinet min- 
isters and elected members of the legisla- 
ture, national assembly, and city and 
county councils. 

The rules, which mandate listing of 10 
categories of wealth, also apply to spouses 
and children under the age of 20. Financial 
statements must be filed within three 
months of passage and updated annually. 

The new rules mandate a jail sentence 
of up to one year or a fine of NT$500,000 
(US$19,000) for lawmakers who make un- 
true declarations. The most controversial 
provision is a compulsory requirement that 
more than 600 top officials place their eq- 
uity and property holdings in a blind trust 
during their terms of office. 

Opponents of this provision point to the 
absence of a trust law which provides for 
fiduciary rules and institutions such as 
those found in government ethics laws in 
the US. Some opposition lawmakers have 
conceded that this provision should be de- 


12 


layed until a trust law is enacted later this 
year. 
The government's more cautious ap- 


proach did not include a provision on blind | 
trusts, and would have required disclosure | 


only to a government office, not to the pub- 
lic. In late efforts to persuade opinion lead- 
ers of the government's view, Justice Min- 
ister Ma Ying-jeou told editors and heads 
of news organisations that it would be dif- 
ficult to implement the blind trust provi- 
sions contained in Article Seven of the law. 
He also said other parts of the bill needed 
to be modified to make the provisions en- 
forceable. 

But ruling party leaders were unable to 
persuade enough of the legislators who 
voted for the bill in its second reading to 
reconsider on the final reading, which 
would have allowed substantive changes. 
The party was forced to let the bill pass 
with the hope that in the next few months 
the need for amendments to soften its more 
onerous provisions will become obvious. 

Party officials believe it 
was in part curiosity about 
the wealth of Premier Lien 
Chan that has kept the dis- 
closure issue alive in the leg- 
islature. Lien was reported by 
Excellence magazine, a busi- 
ness monthly, to be the 
wealthiest public official and 
12th richest person in Tai- 
wan, with assets of at least 
NT$15 billion (US$577 mil- 
lion). Lien comes from à 
prominent Taiwanese family 
which has large landholdings 
and equity shares in state-run 
banks. 

During his confirmation 
hearings in February, Lien 
told lawmakers that he sup- 
ported disclosure but he de- 
clined to reveal his assets un- 
til a law was passed. He has since been 
criticised for not taking a stronger initia- 
tive on the legislation, which is perceived 
to be so popular that KMT lawmakers have 
been willing to oppose party central on the 
issue. 

"No one can be seen opposing this law 
and still expect to be re-elected," says a KMT 
deputy. 

Opposition lawmakers know that exist- 
ing laws limiting campaign contributions 
and campaign spending are commonly 
violated with impunity. But even if there 
are ways of evading full disclosure of as- 
sets under the new law, opposition law- 
makers believe they can use the new law 
to embarrass government officials. 

"Political punishment is more effective 
than legal punishment," says deputy Parris 
Chang of the opposition Democratic Pro- 
gressive Party. "If Lien doesn't fully de- 
clare his assets, we can make life miserable 
for him." s 
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PAKISTAN 


Running Out 
Of Time 


Politicians bogged down 
by constitutional crisis 


By Salamat Ali in Islamabad 


n one recent ev ening Nawaz Sharif, 

Pakistan’s newly restored prime 

minister, was briefing a few select 
editors of the national media. After listen- 
ing to the litany of his complaints against 
President Ghulam Ishaq Khan, one of the 
editors asked if the country could last an- 
other six months under these conditions. 
Sharif answered by remaining sullen and 
silent. 

The prime minister and the president 
are on a collision course. Legislators and 
cabinets are split in their loyalty between 
the head of government and the head of 
state. The courts intervene to judge dis- 
putes that are essentially political. The 
army stays silent on the sidelines, but no- 
body can be sure how long it will remain 
uninvolved. Pakistan's political crisis is fast 
becoming unmanageable, say analysts. 

Time may be fast running out for the 
prime minister as well as the president. 
Having been sacked by the president in 
April and reinstated by the Supreme Court 
in May, the prime minister is fighting des- 
perately to assert political control. The 
president's term ends in November. 

The current crisis derives from the con- 
stitutional conundrum created in the mid- 
1980s by then president Zia-ul Haq. He 
superimposed an executive presidency — 
including considerable 
control over the bu- 
reaucracy, judiciary, 


on a parliamentary 
system. Sharif's rein- 
statement did not 
change any of this. 
Nor are the political 
parties strong enough 
to cope with the pow- 
erful presidency. The 
opposition Pakistan 
People's Party has al- 
ways been headed by 
imperious leaders, without whom the par- 
ty's survivability remains unproven. Prime 
Minister Sharif heads one of the four fac- 
tions of the Pakistan Muslim League, 
whose current strength is based mainly on 
slim legislative majorities and the powers 
of incumbency. The fundamentalist 
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Jamaate Islami party has made little head- | FOREIGN 


way in electoral politics. Other smaller 
groups are narrowly based on religious or 
ethnic causes. 

Another factor complicating the politi- 
cal equation is Punjab, the province which 
accounts for 60% of the national popula- 


elite. No prime minister can feel safe with- 


RELATIONS 


Mixed Motives 


. Fear and prospect of profits colour Asean view of China 


tion and dominates the country's power | 


out controlling Punjab. Lately the Punjab | 


provincial assembly has been the main bat- 
tle ground between Sharif's and Ishaq 
Khan's followers. 

In early May when Sharif was out of 
power, a pro-Sharif Punjab chief minister 
was replaced by one of the president's 
men. In late May, soon after Sharif was re- 
instated in Islamabad, the new chief minis- 
ter dissolved the provincial assembly — an 
action Sharif's followers contested claim- 
ing they had a no-confidence motion pend- 
ing against the chief minister. 

The man responsible for placing the 
motion on the agenda — the legislature's 
secretary, Chaudhry Habibullah — 
promptly disappeared from public view. 
Sharif's followers also appealed against the 
dissolution of the assembly to the High 
Court, which stayed the dissolution pend- 
ing court proceedings. But the speaker of 
the assembly has refused to convene the 
assembly, claiming the dissolution was le- 
gal. 

The battle for control of the Punjab as- 
sembly took another bizarre turn when the 
missing Habibullah appeared in a magis- 
trate's court in Islamabad on 12 June to 
depose that a no-confidence motion had 
been given to him hours before the assem- 
bly was dissolved. Under the constitution, 
a chief minister cannot dissolve the assem- 
bly when such a motion is pending. Hav- 
ing made his statement, Habibullah went 
missing once again. 

Not to be outdone, the pro-president 
Punjab government declared it had no con- 
fidence in the Punjab High Court and 
asked that the case be transferred to an- 
other court. Even if the tussle for control of 
the Punjab assembly is adjudicated by a 
court, the political rivalries will not be re- 
solved. 

With the 79-year-old president unlikely 
to run for another term, he is pursuing his 
campaign against the prime minister with 
added determination. Some analysts do not 
rule out the possibility of yet another 
round of executive dismissals of the prime 
minister and the provincial chief ministers. 
The prime minister's belated attempts to 
come to a political compromise with the 
opposition have made no progress. Oppo- 
sition parties are clamouring for snap elec- 
tions to break the impasse, but Prime Min- 
ister Sharif probably does not feel secure 
enough to face the electorate. With the po- 
litical process in such confusion, analysts 
are speculating on what the military we 
do in the coming months. 
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By Michael Vatikiotis in Kuala Lumpur 
he last time Malaysian Prime Minis- 
i ter Datuk Seri Mahathir Mohamad 
was in Peking in 1985 China-backed 
communist insurgents were still a security 
threat to his government. But when Ma- 
hathir met Chinese Premier Li Peng in the 
Chinese capital on 14 June, they were in 





. complete agreement that it was now the 


West which was attempting to subvert 
Asian governments. 

"Democracy is not an end but a means," 
Foreign Ministry spokesman Wu Jianmin 





Spratlys: China seems less flexible. 


quoted Li as saying. "The imposition of a 
certain concept of democracy and human 


. rights [from outside] should be opposed. 3 


Mahathir was in full agreement: “All this 
actually represents [the West's] attempts to 
destabilise our countries so as to get con- 
trol of us,” Wu quoted the Malaysian 
leader as saying. 

Fear as well as optimism about China's 
emergence explain why the Asean nations 
are engaging in bolder diplomacy with Pe- 
king. "As a potential economic and politi- 
cal superpower [China] has to be reckoned 
with. It would be in the interest of the Asia- 
Pacific countries to ensure that China be- 
comes constructively engaged in regional 
affairs," said Malaysian Foreign Minister 
Datuk Abdullah Badawi in a recent speech. 

Naturally, the lure of China's rapidly 
expanding economy accounts for a good 
measure of this shift in attitude. Mahathir 
was accompanied on his trip to China by 
290 Malaysian businessmen, and several 
joint-venture projects are scheduled to be 
signed. The two countries also agreed to 


FAR FASTFRN FCONOMI!IC RFVIFW 


VÜOHNIX 


exchange consulates to further economic 
cooperation. Even on the Kuala Lumpur 
Stock Exchange, some companies have 
stocks are riding high on rumours about 
contracts in China. 

Business aside, there was a broader dip- 
lomatic thrust to Mahathir's visit. "You 
must remember it was Malaysia, with 
Asean's concurrence, which first invited 
China to attend an Asean foreign minis- 
ter's meeting in 1991. This is just a continu- 
ance of the process,” Badawi told the 
REVIEW. That initiative lead to Asean's de- 
cision last month to invite China to future 
regional security discussions. 

Closer ties with China could also add 
impetus to Mahathir's proposal for an ex- 
clusively regional economic grouping to be 
called the East Asia Economic Caucus 
(EAEC). Mahathir's idea was explicitly en- 
dorsed by Li when the two met in Peking. 

Observers suspect Mahathir may use 
ties with China to offset reliance on the 
West, where his EAEC initiative has been 
poorly received. "Mahathir is increasingly 
driven by his [negative] attitude towards 
the West," commented a regional analyst. 

Less certain is whether better relations 
with China will dispel fears of its longer- 
term strategic aims. Over the past year, 
states with conflicting claims in the Spratly 
and Paracel island groups have watched 
nervously as China has beefed up its mili- 
tary presence and passed a new law which 
effectively defines the whole area as part 
of its territorial waters. 

At the Peking meeting, Li dismissed the 
view that China could become a military 
threat to the region as "strange talk." Mak- 
ing an historic first visit to Malaysia and 
Singapore earlier this month, Chinese De- 
fence Minister Chi Haotian reassured his 
hosts that China would not use military 
force to resolve the Spratlys issue. Malay- 
sian Defence Minister Datuk Seri Najib Tun 
Razak appeared satisfied with that assur- 
ance and said he felt "China is currently, 
and has every reason to continue to be, a 
benign power." 

It is not clear whether the military es- 
tablishment fully concurs. 

Experts looking for ways to resolve the 
conflicting territorial claims — which in- 
volve Brunei, Malaysia, the Philippines, 
Taiwan and Vietnam as well as China — 
detect that China is becoming less flexible 
about its claims. Some military analysts 
even suggest the Chinese may be using the 
informal negotiating process sponsored by 
Indonesia to stall for time while it builds 
up military strength. e 
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CHINA 
Tax Riots 


Communist leaders’ fears of 
unrest came true as farmers 
angered by taxes rioted in 
central China’s Sichuan 
province. On 3 and 6 June, 
over 100 peasants attacked 
officials and police, ransacked 
officials’ homes and blocked 
roads in Renshou county. The 
county was the site of riots 
earlier this year when peasants 
expressed anger over levies for 
highway construction. 


Smugglers Jailed 


China sentenced 14 immigrant 
smugglers and 12 would-be 
illegal emigrants from Fujian 
province to jail and labour- 


camp terms of up to five years. 


Peking said it was trying to 
stop illegal emigration, but 
also blamed the problem on 
US political asylum policies. In 
New York, officials said some 
of the 300 Chinese who landed 
on a New York City beach 
earlier this month might be 
paroled. 


Rules Relaxed 


Shanghai will allow 
individuals and foreign 
institutions to operate 
universities in the city, 
overturning a 40-year ban on 
such activity in China. 
Shanghai Mayor Huang Ju 
said the current education 
system was out of date and 
hindered Shanghai's 
modernisation. Shanghai's 
private university plans to 
enrol 300 students this 
autumn. 


first 





INDIA 


Bribe Allegations 


Controversial Bombay 
stockbroker Harshad Mehta 
has hinted that he paid large 
sums as bribes to politicians. 
Mehta, under investigation for 
last year's US$1.6 billion 
securities scandal, has 
indicated that Rs 8.5 million 
(US$270,000) withdrawn from 
his bank accounts in 
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Suspected Chinese illegals: now Peking blames US policies. 


November 1991 was paid to 
political leaders. Mehta may be 
called before a joint 
parliamentary committee 
inquiring into the Bombay 
scandal, and some legal 
experts said he would 
automatically have immunity 
from prosecution under 
parliamentary privilege. 


Rao Visits Oman 


Indian Prime Minister P. V. 
Narasimha Rao visited Oman 
on 14-15 June. The key pro- 
Western Gulf state signed 
agreements with India in 
March for feasibility studies 
into a gas pipeline linking the 
two countries and a joint- 
venture oil refinery on India's 
west coast. 


PAKISTAN 
Staged Riot 


A senior UN official told the 
UN Security Council that 
Somali gunmen fired into a 
crowd of demonstrators 
during a confrontation with 
Pakistani UN troops on 13 
June in which at least 20 
Somalis were killed. The 
incident has led to charges that 
the Pakistanis were responsible 
for killing innocent civilians. 
But the official said: "Armed 
Somalis nearby fired into the 
crowd, suggesting a carefully 
staged incident calculated to 
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evaluate developments since 
the last party congress in June 
1991. The plenum focused on 
ways to boost the livelihood of 
the country's farmers, who 
remain among the poorest in 
Asia. 
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JAPAN 
;MPs'Assets __ 
*, The average Japariese y 
` parliamentary politician has : 

four, times the assets of án 

average Japanese citizen, 
dccording to a report released 
by parliament on 1 4 June. 

Moreover, amembers of the 

ruling Liberal Democratic 

Party have on average ¥132.18 

million (US$1.25 million) in 

personal assets, about three 
times more than the average 
opposition member. The totals 


create casualties and weaken 
UN forces’ effectiveness.” 





AUSTRALIA would be far higher if market 
values were used and assets of 

New US Envoy close family members 

US President Bill Clinton has included. 

broken tradition by 

nominating career diplomat Reforms Delayed 


Edward Perkins as US 
ambassador to Australia, Only 
once before has the US sent a 
career man to Canberra, 
during the turbulent 1972-75 
Labor Party rule. The 
nomination of Perkins, is seen 
by Australians as a sign 
Clinton wants to mend 
relations strained by trade 


The Liberal Democratic Party 
decided on 11 June to abandon 
its attempt to push through a 
package of political reform 
bills during the current 
parliamentary session. The 
implication is that an 
extraordinary session will be 
called to break the impasse, 
probably starting in 


tensions. September. Prime Minister 
Kiichi Miyazawa came under 
sharp criticism from the 

VIETNAM opposition once the decision 


x was announced. 
Remains Returned : 
Vietnam on 8 June returned to | Indicators | 
the US the remains and i 
personal effects of 26 missing 
American servicemen Average p 
discovered in May during the per woman, 
23rd joint fielt search between East Asia NNI 
the twó countries: Handr Says 

Southeast Asia II 
South Asia EENNNNEEENI 


it has returned the remains: of 
558 Americans since 1974: 

Central Asia BENE 
Asia-Pacific es 


Party Plenum 
d : : ' 


The eat undi | | 
Source: UN 





Pariy; meeting in a plenum... 

fħarb 3-11 June, has decided’ to 
convene ‘a mid-term national 

cordis ur December lo 
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CAPTAINS C OF 
INDUSTR You 





But which industry? Rolls-Royce is famous 


in aerospace, and is also a world force in 
industrial power. 

Rolls-Royce engines are found on a wide 
range of aircraft, large and small, military and 
civil. They include the Harrier and Hawk, 
Boeing 747 and Fokker 100. Rolls-Royce 
engine will also power future fleets of big 

twin-jet airliners. With vet . 1900; cüstomers 
in 125 countries, iv company is rhe a 
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powerful player in the aerospace industry. 

The industrial power sector represents 4046 
of the company's sales. Rolls-Royce is active in 
power generation, transmission and distribu- 
tion, nuclear power, marine engineering — 
both on ships and on the dockside — oil and 
gas extraction and pumping. Collectively they 
give the company a broad base to stand on, 


making Rolls-Royce a leader in all its chosen 
fields. 


THE SYMBOL OF POWER 
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Normally, removing the roof makes the rest of the car weak. But our cabriolet has a strengthet 





inder the doors. 


assis and reinforced sills. So, underneath, it’s still an Audi. For more information. fax (65) 749 4949. durch Technik 
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MENZENDORF 


Whatever computer you took of with, we’ 


guide you to the ultimate destination. 


The most economical way to 

total solutions that safeguard your 
future: Systems Integration. 

If you are looking for new and 
effective solutions for your data 
processing tasks, you may be able 
to get more from your existing 
computer investment than you 
think. At Siemens Nixdorf, we have 
the knowhow to put together inte- 
grated solutions for multivendor 
environments. We will analyze your 


systems and develop a concept 
incorporating, if possible, all their 
existing components. Then, as 
your partner, we will implement the 
project, taking total responsibility 
for the solution of each individual 
problem. Examples? Adaptation of 
your IT strategy to the require- 
ments of your corporate organiza- 
tion; Systems Engineering that 
guarantees maximum openness; 
thorough training for your staff, so 


that you can get the most from the 
system benefits involved. When it 
comes to that new, efficient solu- 
tion, we've got the right approach. 
At a down-to-earth price. Talk to 
us, we are only a phone call away. 


Siemens Nixdorf 

Information Systems Pte Ltd. 
Regional Headquarters Singapore 
Tel.: (65) 74 02 888 

Fax.: (65) 74 02 992 


Or contact us in: 


China: 
Tel.: (86) 1-43 61 117 
Fax.:(86) 1-43 62 282 


Indonesia: 
Tel.: (62) 21-830 65 49 
Fax.:(62) 21-830 67 94 


Korea: 

Tel.: (82) 2-78 54 361 
Fax.:(82) 2-78 54 364 
Philippines: 

Tel.: (63) 2-81 91 908 
Fax.:(63) 2-81 79 617 
Taiwan: 

Tel.: (886) 2-75 14 910 
Fax.:(B86) 2-78 16 440 


Hongkong: 
Tel.: (852) 87 07 700 
Fax.:(852) 55 31 798 


Japan: 

Tel.: (81) 3-54 87 3480 
Fax.:(81) 3-54 87 3486 
Malaysia: 

Tel.: (60) 3-25 58 844 
Fax.:(60) 3-25 58 442 


Sri Lanka: 

Tel.: (94) 1-57 55 45 
Fax.:(94) 1-57 55 46 
Thailand: 

Tel.: (66) 2-22 50 059 
Fax.:(66) 2-22 58 310 





THAILAND 


Character 
Building 


Chuan's position firms as 
confidence motion fizzles 





By Rodney Tasker in Bangkok 


illed as a roasting few Thai govern- 
B ments had experienced before, a 

three-day no-confidence debate in 
parliament proved to be almost a damp 
squib. Indeed, Prime Minister Chuan 
Leekpai's coalition cabinet emerged both 
intact and with a new lease of life that is 
likely to carry it through for the foresee- 
able future. 

Chuan gained plaudits for his perform- 
ance and his evident ability to hold his five- 
party coalition together, dissipating a 
widely perceived view that he was timid 
and indecisive. He not only strongly de- 
fended his government's record, but pre- 
sented a visible display of his political stat- 
ure after an opposition onslaught that even 
delved into his family and his marital sta- 
tus. 
"Chuan has emerged from this stronger 
than I expected. The government won the 
debate and should have a smooth ride for 
the time being," a leading Thai political 
analyst noted. 

Further, a Thai business consultant said 
several of his clients had been hesitant be- 
cause they were dubious about the gov- 
ernment's stability before the debate. 
"Now the business outlook is very much 
improved. We expect confidence to return 
in the second half of this year. Chuan has 
demonstrated real ability to hold his team 
together." 

However, the same observers also point 
out that Chuan's government now has to 
make some hard decisions to keep the 
economy moving if it is to realise its al- 
ready downgraded forecast of 7.5-7.8% GDP 
growth this year. In particular, Bangkok's 
infrastructure — reduced to a shambles by 
delays in road and other communications 
projects — needs urgent attention without 
being encumbered by political considera- 
tions. There also has to be more tangible 
evidence of the government's avowed 
policy to distribute wealth to the rural ar- 
eas and to clean up the chronic crime and 
vice situation. 

The opposition launched two censure 
motions, one against the entire cabinet and 
another targeting five ministers: Finance 
Minister Tarrin Nimmanhaeminda, Com- 
merce Minister Uthai Pimchaichon, Interior 
Minister Chavalit Yongchaiyut, Foreign 
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Minister Prasong Soonsiri and Deputy | 
Communications Minister Thawee | 
Kraikupt. Criticism ranged over inad- | 
equate policies to shore up crop prices, | 
tackle law and order, deal even-handedly 
with stock manipulators and establish | 
sound relations with neighbouring coun- 
tries. Some of the ministers were less than 
impressive in their response to opposition | 
attacks, which were short on substantial 
new accusations but high on personal 
slights. Nevertheless, they and the govern- 
ment as a whole managed to ward off the 
censure drive comfortably. 

But it was Chuan who carried the day. | 
In a 70-minute live television broadcast, he 
not only carefully outlined his govern- 
ment's programme and achievements but 
impressed MPs and viewers alike with his 
personal touch. "Don't try to pressure me," 
he told the opposition. "I am not cowed. I 
am not going to waver. I have the determi- 
nation to stand up against all injustice in | 
this country.” 

Chuan made the broadcast shortly after 
being savaged by the opposition’s most 








Chuan earns a reprieve. 


acerbic orator, Chalerm Yoobamrung. 
Given the prime minister's track record of 
honesty and integrity, Chalerm resorted to 
digging into his marital status. He and an- 
other opposition politician raised the issue 
of Pakdiporn Sucharitkul, with whom 
Chuan has a son despite the lack of a for- 
mal marriage, and her alleged relationship : 
with Chuan before divorcing her earlier | 
husband. Chalerm also referred to Chuan's | 
brother, who is accused of embezzling | 
money from his Thai bank employer. 

Without directly mentioning his marital 
status, Chuan retorted: “Have I ever tried | 
to talk about Chalerm's family?" The prime | 
minister also said his brother had never | 
asked him for help in connection with his 
legal situation. 

But what impressed political observers 
most was how Chuan appealed to a 
broader national audience by outlining his 
humble origins and struggle to the top. 
That, according to media surveys, struck a 
chord with the public. As one leading Thai 
businessman said: "The government will 
now have its second honeymoon." * 
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NORTH KOREA 


Pyongyang 
Pulls Back 


Nuclear deal eases 
tensions, somewhat 





By Nayan Chanda in Hongkong 
arely a day before North Korea was 
B to become a nuclear renegade it 
pulled back from the brink. But the 
relief at Pyongyang's decision to stay in 
the nuclear Non-Proliferation Treaty (NPT) 
is tinged with concern about what it will 


do next. 
With its latest decision Pyongyang has 








| not come any closer to accepting special 


inspections of its suspected nuclear facili- 
ties, nor has it ruled out eventual with- 
drawal from the treaty. 

In a joint statement with the US 
issued in New York on 11 June, North 


| Korea said it "has decided unilaterally to 


suspend as long as it considers neces- 
sary the effectuation of its withdrawal" 
from the NPT. Although the US said that it 
had made no concessions in order to per- 
suade North Korea, the four rounds of bi- 
lateral talks were a victory of sorts for 


| Pyongyang. 


After initially refusing to discuss North 
Korea's NPT stance in the bilateral talks, 
Washington eventually gave in. Since 
North Korea has long claimed that its nu- 
clear programme was a response to the 
nuclear threat posed by the US presence in 
South Korea, the joint statement gave 
Pyongyang face by giving assurances in 
this regard. 

US, Japanese and South Korean offi- 


. cials, however, worry that North Korea still 


remains adamantly opposed to inspections 
of its nuclear waste sites by the Interna- 
tional Atomic Energy Agency. Nor is it 
clear if Pyongyang will allow international 
inspection when it changes the nuclear fuel 
rods in its reactors. Both the inspections 
are crucial in determining the state of 
North Korea's nuclear weapons pro- 
gramme according to analysts. 

On their part, the North Koreans are 
linking their future behaviour on the nu- 
clear front with the state of their ties with 
the US. 

A Washington source, however, draws 
some satisfaction from what has been 
achieved. "Ten days ago the [North Ko- 
rean] car was headed in a definite direc- 
tion. We haven't reversed the direction but 
we have at least stopped the forward mo- 
tion. We are hoping that through negotia- 
tions we'll be able to reverse gears." n" 
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Kim (foreground) has set a brisk pace in political and economic reforms. Right. an anti-corruption protest in Seoul. 


Whirlwind Honeymoon 


President Kim’s first 100 days were pure political drama as he 
purged establishment members accused of corruption. It is less 
clear if he can sustain this early momentum. 


By Shim Jae Hoon and Ed Paisley in Seoul 


The guests at President 
Kim Young Sam's 10 June 
luncheon were as sym- 
bolic as the occasion that 
brought them together. 

Kim invited 17 promi- 
nent democracy activists 
to the presidential Blue House to celebrate 
the sixth anniversary of nationwide dem- 
onstrations against military rule. To Kim's 
left was the Buddhist poet Ko Un, who led 
the charge against the military dictatorship 
of Chun Doo Hwan in the 1980s. To Kim's 
right was the Rev. Park Hyung Kyu, who 
cut his political teeth organising workers 
during the rule of strongman Park Chung 
Hee two decades ago. 

These and the other 15 guests were not 
the kind of men the nation expected to see 
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lunching with their president. When South 
Korean voters elected Kim Young Sam as 
their first civilian president, they did so in 
the belief that he represented a moderate 
alternative to the nation's other long-time 
opposition leader, Kim Dae Jung. Few 
could have realised that under Kim Young 
Sam they would witness one of the most 
dramatic changes to overtake South Korea 
in half a century. 

In his first 100 days in office, Kim has 
shocked the nation's political and military 
establishment with his head-on charge at 
past corruption. The business community 
is equally bewildered by Kim's pledge not 
to accept any political donations — the 
grease that has oiled the country's wheels 
of commerce and industry for decades. 

But the selectivity of his anti-corruption 
campaign still has citizens asking: Will the 
real Kim Young Sam please stand up? 
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While most South Koreans are enthusiastic 
about Kim's anti-corruption drive, they 
also wonder whether his campaign for a 
“New Korea" is designed to entrench true 
democracy or merely ensconce him and his 
colleagues in power. 

On the face of it, it is difficult to ques- 
tion Kim's commitment to democratic po- 
litical and economic reform. The daily sight 
of politicians, businessmen and former 
generals answering court summons or be- 
ing sent to prison on corruption-related 
charges is a revolutionary development for 
the country. And the June enactment of the 
Public Officials Ethics Law, which will 
oblige the country's top 7,000 politicians 
and civil servants to reveal their wealth, 
ensures there will be plenty of corruption 
headlines in coming months. 

The president also struck against an 
unpopular military establishment long 
accustomed to meddling in politics. In 
three separate blows, Kim discharged at 
least a dozen senior generals from the 
armed forces. This so weakened the mili- 
tary establishment that few now believe it 
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capable of mounting another coup. 

The nation's powerful chaebol, or big 
business conglomerates, also appear to 
have been humbled as Kim uses his presi- 
dential powers and authority — and an 
occasional court case — to bend them to 
his will. 

Indeed, Kim's popularity is such that 
when local cartoonists lampoon him they 
draw him in the figure of a medieval 
knight ready to slay the dragon of corrup- 
tion. This is a far cry from last year's presi- 
dential election campaign when Kim was 
often portrayed as a craven and none too 
bright lackey of the nation's ruling elite. 

But veiled threats and headline-grab- 
bing arrests disguise the fact that the enact- 
ment of significant laws and administra- 
tive regulations that would institutionalise 
Kim's reforms have been slow in coming. 
"Purges are meant to pave the ground for 
reform, not the other way around," quips 
Lim Hyon Jin, a sociology professor at 
Seoul National University. 
His suspicions are echoed by 
the opposition Democratic 
Party and in the press and 
academia. 

The critics have a point: 
the targets of Kim's anti-cor- 
ruption campaign could eas- 
ily pass for a hit-list of his 
past political enemies. They 
include: 
> National Assembly speak- 
er Park Jyun Kyu, a long-time 
critic of Kim Young Sam, was 
forced out of the ruling party 
in March after Kim forced 
Park and other assemblymen 
to publicly declare their as- 
sets. 

»> Park Chul On, another of Kim's politi- 
cal enemies who left the Democratic Lib- 
eral Party (DLP) following Kim's nomina- 
tion, now faces a battery of bribery charges 
related to a scandal involving the nation's 
casino parlours. 

> Park Tae Joon, once a rival of Kim's for 
the DLP presidential nomination, now faces 
charges of tax evasion during his long ten- 
ure as the head of Pohang Iron and Steel 
Co., the world's second-largest steel com- 
pany. 

By contrast, assemblyman Kum Jin Ho, 
who allegedly raised billions of won from 
leading businessmen to fund Kim's presi- 
dential campaign, has yet to be investi- 
gated by Kim's prosecutors. 

Kim has also been generous to those es- 
tablishment stalwarts who helped arrange 
the merger of his Reunification Democratic 
Party with the DLP in 1990 and then sup- 
ported his run for the presidency. Further, 
he has appealed to the citizens of Kwangju 
to forgive the generals who ordered the 
massacre of over 200 people in that city's 
pro-democracy demonstrations of 1980. 

In his 3 June news conference, Kim dis- 
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puted all of these assertions. To accusations 
that he has compiled a political hit-list, Kim 
responded that it is not his fault that most 
of his past political opponents happened 
to also be engaged in corrupt transactions. 
And to the charges that he is protecting his 
past political supporters, he says instead 
that “history should be the judge” of their 
past political transgressions. 

The ease with which Kim dismisses 
these criticisms is a measure of his im- 
mense political strength. But, in fact, Kim 
is walking a political tightrope. For all his 
reformist moves, he remains a prisoner of 
the unlikely coalition of conservative and 
reformist interest groups and personalities 
that make up the ruling party. 

To pass the institutional reforms his crit- 
ics clamour for, Kim must balance the de- 
mands of his reformist allies inside and 
outside the ruling party against those of 
the DLP’s conservative wing. Just as the 
former faction is urging him to vigorously 





Park Chul On (/eft) and Park Tae Joon: prime targets. 


pursue his attacks on past corruption, the 
latter are calling on him to halt the anti- 
corruption campaign and get on with the 
business of ruling the country. 

These conflicting demands are evident 
in Kim's policy agenda. For example, the 
opposition party is demanding that the law 
be amended to prohibit the Agency for 
National Security Planning, the former 
KCIA, from engaging in domestic political 
surveillance. President Kim, once a victim 
of the agency, is suddenly supportive of its 
powers of detention. Kim Jong Pil, the KCIA 
founder, is the president’s most important 
conservative political ally. 

Or take Kim's pledge to institute a so- 
called real-name financial system, which 
would in a stroke reveal to the nation who 
has profited from the corruption that ac- 
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companied the nation’s stunning economic 
growth of the past 40 years. Kim claims he 
will outlaw anonymous financial accounts 
“without fail” during his term of office, but 
cites social and economic considerations 
for not doing so immediately. Conven- 
iently, this happens to protect some of the 
wealthy supporters of his presidential elec- 
tion campaign. 

But it is not just political exigency that 
appears to be curbing Kim's appetite for 
serious political, social and economic re- 
form. For Kim has also been slow to tackle 
the massive red tape that ensnares South 
Korean society. 

Similarly, Kim’s economic policy re- 
forms to date have failed to tackle the bu- 
reaucrats’ stranglehold on businesses. 
Kim’s economic policy advisers say his 
five-year economic plan, due to be com- 
pleted in July, will mark the beginning of 
real institutional economic reforms. How- 
ever, the plans to date reveal an inclination 
among Kim's leading bu- 
reaucrats to continue to mi- 
cro-manage the country’s 
US$300 billion economy. 

Significantly, a critical 
piece of legislation will be 
missing when the five-year 
economic plan is enacted. 
Kim's chief economic policy 
adviser, Park Jae Yoon, told 
the REVIEW that the country’s 
fair trade laws will not be 
amended. Instead, existing 
laws on the books will be 
enforced. 

The nation's chaebol lead- 
ers see in this the politicisa- 
tion of the Fair Trade Com- 
mission, which is run by a 
key ally of Kim, Han I Horn. They worry 
that Han will use the laws to bend busi- 
nessmen to the government's will. As the 
head of a major electronics company said: 
"The selective enforcement of fair trade 
laws is a real threat. How can we compete 
with foreign companies when the gov- 
ernment is second guessing our every 
move?" 

Some see in Kim's delayed enactment 
of meaningful institutional reforms a de- 
sire to preserve the immense powers of the 
presidency he inherited from the generals 
who preceded him in office. Others claim 
that Kim needs to maintain some of the 
informal administrative influence over his 
opponents in order to compel them to 
enact the reforms. 

The truth lies somewhere in between. 
Kim's adversarial relationship with the 
conservative faction of the ruling party, the 
military and the nation's business elite does 
require him to maintain some potent weap- 
ons if he is to push through more sweep- 
ing institutional reforms. Yet he must move 
soon, or be accused of delaying simply for 
the sake of political expediency. a 
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Free to Prosper 


President stresses democracy and economic growth 


A relaxed and confident 
Kim Young Sam spent 
more than an hour on 14 
June discussing his first 
100 days as president of 
South Korea. Kim, dressed 

^ in a dark blue suit and 
surrounded by aides and a translator, was 
interviewed in the Blue House by REVIEW 
Editor L. Gordon Crovitz, Seoul Bureau 
Chief Shim Jae Hoon and Correspondent 
Ed Paisley. Excerpts: 





There is a debate among Asian leaders on 
the question of democracy and economic 
growth. Some say that economic growth 
requires authoritarian government. You 
take the opposite position — that demo- 
cratising society will help promote eco- 
nomic prosperity. 

Realisation of a just society is essential 
for economic development; democracy is 
an essential ingredient for economic deve- 
lopment. We need more democracy. At the 
same time we need more economic 
growth. It is difficult to achieve these two 
goals in parallel, but to do so is very 
important. Democracy and economy are 
two wheels moving together pulling the 
cart. 


How do you make the wheels turn at the 
same time? 

When I assumed office, I promised 
three things to the nation: to wipe out cor- 
ruption, to invigorate the economy and to 
instil discipline in the government. 

I have not seen any country that was 
corrupt that achieved prosperity. | am not 
going to name any country, but you might 
look at some governments where cor- 
ruption hampered democracy in Latin 
America and also in certain countries in 
Asia. History has no precedent of a corrupt 
government achieving democracy. 

It is very important for the president 
himself to set example. So in that spirit, | 
did the unprecedented thing by promising 
not to accept any political donations from 
any business or anyone during the term of 
my office. I have made a vow to history 
and to my conscience to be a clean presi- 
dent. 

I told business leaders that though I 
know in the past they made contributions 
to government to receive benefits, they 
should now use the money they used to 
give politicians for technology develop- 
t and to promote the welfare of their 
employees. | told them that they should 
break the old habit of giving money to po- 


litical leaders. 


Yet this has created uncertainty among 
big businesses about how to proceed. 

Since the Far Eastern Economic Review 

cialises in economics, | must admit that 
you cannot transform the economy all of a 
sudden in a day. It takes time, it gets better 
bit by bit, but as a result of our sincere 
efforts over the past 100 days there has 
been progress. 


Now that you have run several purges of 
the army, are you comfortable that the 
army will never stage a coup? 

There is no possibility at all of a coup. | 
have purged all the officers interested in 
politics. I have complete control over the 
army. The other day, | went to see the 





Kim: ‘There is no possibility at all of a coup.’ 


troops at the furthest point of our frontline 
with the North to boost the morale of 
troops. | went to the furthest point that any 
president had ever visited. As the com- 
mander in chief of the armed forces, I have 
the established my complete control. The 
army knows I have the overwhelming sup- 
port of the people, and this is why the 
army has pledged its loyalty to me. 


North Korea seems to have the upper 
hand in negotiating both with the US and 
with South Korea, just by using its threat 
of developing nuclear weapons. 

I basically think that North Korea is an 
unpredictable community. You can't trust 
them. € their position on the UN, for 
example. For 40 years, they said they 
would never be a member of the UN, and 
then one morning they changed position 
and joined the UN. We will not negotiate 
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with the North unless they give up their 
nuclear programme. We will also be work- 
ing with our neighbours such as Russia, 
Japan and China. Cooperation with these 
countries is essential to dissuade the North 
from developing nuclear weapons. 


US President Bill Clinton will visit South 
Korea next month. Are you satisfied with 
the US commitment to security in the re- 
gion? And do you fear US protectionism? 

The most important thing would be for 
us to underscore the importance of our al- 
liance, for us to reconfirm the need for US 
troops to stay on in Korea. We will work 
closely together r also on the North Korean 
nuclear issue. 

Trade promotion is also crucial. Our 
two economies are complementary and 
our two-way trade volume runs to US$36 
billion. On intellectual property rights, too, 
the government's position is clear. It is only 
at the popular level that there still exists 
misunderstanding. 


Whenever you shake hands or don't 
shake hands with a chaebol leader, the 
market goes up or down. 
The chaebol don't know 
what to make of your re- 
form proposals. 

The chaebol still have a 
hard time understanding 
the government's resolve 
to push through reform. 
Old habits die hard and 
they still wait for the gov- 
ernment to take the initia- 
tive. My understanding is 
that the goal of big busi- 
ness is to make profits. As 
long as they think it is safe 
for them to do so, they 
will. The media incorrectly 
reported that we would 
forcibly restructure the 
chaebol. There is no policy 
to force changes directly or 
indirectly by regulation. Our government 
is offering enough time for them to adjust. 


NIWINIHS ONY AHOND AX 


In the context of democratising the 
economy, do you have any deadline for 
deregulating the financial markets? 

My idea for financial market deregula- 
tion is that I want maximum creativity and 
minimal intervention. We enacted the law 
on the deregulation of business activities. 
In the past, you needed 300 'chops' to set 
up à factory. 


How do you read the government defeat 
in the recent Myongju-Yangyang by-elec- 
tion? 

We have had six by-elections in the last 
few months, and losing one of them to the 
opposition is not a bad idea. I don't like a 
weakened opposition. Winning all is not 
necessarily good for democracy. m 
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Kim faces challenge of reforming ailing. economy 





By Ed Paisley in Seoul 


In his first 100 days in of- 
fice, President Kim Young 
Sam has proved once 
again that politics, not eco- 
nomics, is his forte. 

Kim’s economic re- 
forms have been nowhere 
near as bold as those in the political and 
military arenas. Indeed, the steady drum- 
beat of criminal charges against politicians, 
businessmen and bureaucrats has largely 
masked the failure of the new administra- 
tion to deal with the institution- 
alised corruption that has long 
guided routine business deci- 
sion-making in South Korea. 

The president concedes the 
point. In his first televised news 
conference on 3 June, he said 
that “the past practices [of a 
centrally directed economy] 
and corruption are very difficult 
to break away from.” He also 
emphasised that “irregularities 
have been institutionalised into 
our [economic] system.” 

In an interview with the 
REVIEW, Kim nevertheless reit- 
erated that cleaning up the cor- 
rupt nexus of politics, business 
and the bureaucracy is “the 
most important” aspect of his 
drive to revitalise the economy. He empha- 
sised that an attack on government red- 
tape — a root cause of corruption and de- 
clining competitiveness — would be a key 
element of his five-year economic reform 
programme, due out on 1 July. 

Local economists say Kim's reforms 
must take hold over the next 12-18 months 
for the economy to recover from its worst 
slump in over a decade. Il Sa Kong, a 
former finance minister and now head of 
the Institute for Global Economics in Seoul, 
says “South Korea is at a stage where we 
need serious economic reform and liberali- 
sation. Industrial structural adjustment 
programmes have been postponed these 
past few years. Now is the time to do it.” 

At a time when local businesses need to 
catch up with their rivals in Japan and the 
West — and stay ahead of Asia’s newly 
industrialising economies — most export- 
related businesses are now waiting to see 
what kind of reforms will be delivered by 
the new administration. The nation’s con- 
sumers are also wary, creating a further 
drag on domestic growth. 

The result is an economy hobbled by 
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declining investment in new plant and 
equipment and by flat consumer spending. 
Kim is well aware of what a struggling 
economy could do to his currently high 
popularity ratings, and is pushing his ad- 
ministration to speed up his reform pro- 
gramme. 

Kim's chief secretary for economic af- 
fairs at the presidential Blue House, Park 
Jae Yoon, told the REviEW that the most 
critical pieces of the five-year plan will be 
pushed through the National Assembly by 
year-end and implementation will begin in 
1994. He says the president is even consid- 





Warning signs: consumer spending has stagnated. 


ering calling a special session of the legisla- 
ture in July to speed up the reform process. 
Details of the reform package are con- 
tained in briefing papers now being 
shuttled between the bureaucracy, Kim's 
economic advisers in the Blue House and 
the National Assembly. The key goals of 
Kim's advisers are: 
> Tax reform — to create a more equita- 
ble collection system by punitively taxing 
speculative property transactions; having 
the government provide indirect support 
for businesses through tax relief rather than 
directly from the government budget or 
private banking system; 
> Land reform — to facilitate better utili- 
sation of landholdings by businesses and 
farmers; eliminating the more egregious 
forms of property speculation; 
> Financial reform — to end the govern- 
ment's direct support for industry through 
its control over the private banking sys- 
tem; creation of a more market-based fi- 
nancial system; 
P Business reform — to replace the cur- 
rent welter of direct restrictions on busi- 
ness operations, financing and planning 
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with fair trade laws that limit the growth 
of the nation's big business conglomerates; 
deregulating the economy. 

On paper, these are major reforms for an 
economy in desperate need to be freed from 
over-regulation and heavy government in- 
tervention. South Korea's “command-capi- 
talist" structure, under which the direction 
of the economy was determined by a blend 
of market forces and bureaucratic interven- 
tion, worked well enough as the nation rose 
to newly industrialising status in the previ- 
ous three decades. By the 1990s, however, 
the economy had become too complex for 
such a mechanistic approach. 

Inefficiencies in the economy developed 
as the government tried to second-guess 
businessmen with a plethora of rules, regu- 
lations and "administrative guidance." 
Businessmen, now better at collecting and 
analysing critical market information than 
the bureaucrats, have found ways around 
these obstacles — mainly by 
bribing bankers, government 
officials and politicians or in- 
vesting in such "unproductive" 
areas as property and the enter- 
tainment industry. That is the 
basis of the pervasive graft that 
Kim is now attacking. However, 
the anti-corruption campaign 
has had an unintended conse- 
quence — with the old rules 
outlawed, neither businessmen 
nor bureaucrats know how to 
make decisions. 

Kim's advisers say the 
speedy introduction of the 
president's five-year plan will 
help establish new business 
rules, though success ultimately 
hinges on a largely hidden de- 
bate currently raging among his economic- 
policy specialists. The crux of the argument 
is to what extent should bureaucrats con- 
tinue to guide the economy at the expense 
of market forces. 

Early actions by the Kim administration 
indicate the bureaucracy is still inclined to 
micromanage an economic recovery in the 
short-term and leave structural adjust- 
ments to the long haul. Intervention in 
business for purely macroeconomic goals 
also remains routine in South Korea, 
though it runs against the grain of Kim's 
reform package. As a result, businesses are 
loath to plan ahead or deploy their money 
productively until they know to what ex- 
tent the government will continue to sec- 
ond guess them. 

Nevertheless, deputy Prime Minister 
Lee Kyung Shik told the REVIEW that fun- 
damental reforms are on the way. He says 
he is well aware of the "cultural attitudes" 
in the bureaucracy "that place a huge bur- 
den on every firm." He added that “of the 
many grievances that foreign businesses 
have [with South Korea], many of them 
are shared by Korean firms too." e 
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Kim’s reforms marginalise the opposition. d J 


Opposition leader Lee Ki 
Taek was in fighting mood 
as he spoke at a news con- 
ference marking President 
Kim Young Sam's first 100 
days in office on 5 June. A 
new form of authoritarian 
rule has overtaken South Korea, he as- 
serted, referring to a spate of arrests of re- 
tired generals, politicians, bankers, police- 
men and underworld figures on corrup- 
tion-related charges. 

Elected as president of the Democratic 
Party in March following the departure of 
dissident leader Kim Dae Jung, Lee had 
ample reason to fire an acerbic salvo against 
Kim Young Sam's administration. While its 
crackdown on corruption has made the 
president very popular, the opposition has 
seen its own support — based on a desire 
for reform and change — crumble. 

As a result, there are growing doubts 
over whether the Democratic Party can re- 
gain the initiative and set a national 
agenda. Further, Lee is increasingly con- 
cerned by what he terms the rise of "civil- 
ian constitutional dictatorship," so soon af- 
ter the birth of a new democratic regime. 

"Today, the political situation is charac- 
terised by the president's personal views 
and whims taking precedence over the rule 
of law," he charged in an interview with 
the REVIEW, slamming Kim for aiming his 
anti-corruption drive at his former political 
foes. "Sending people to jail is not enough 
as far as we are concerned," Lee said, add- 
ing ^we place priority on due process and 
reforming the existing political, social and 
economic institutions [that breed] corrup- 
tion." 

While the Democratic Party overtly 
backs the president's rectification drive — 
often by helping the government obtain 
information on certain cases — beneath 
this veneer of cooperation the party is an- 
gered as it regards Kim as having mono- 
polised a popular mandate to change the 
country's institutions and political style. 
^We want President Kim to work with the 
opposition in seeking reforms, and make 
the National Assembly the main instru- 
ment of bringing changes," Lee said. 

The reality has been precisely the oppo- 
site. The three members of the National As- 
sembly who have been jailed on corrup- 
tion-related charges have all come from 
non-government parties. These cases have 
drawn accusations that Kim is seeking re- 
prisals against those who crossed him in 
the past. For example, all the legislators 
who have either been pressured into giving 
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up their varian ry set or driven into 
foreign exile had refused to follow his line. 

Further, though all the politicians and 
officials who have been extensively inves- 
tigated so far were found to be extremely 
wealthy — reinforcing public suspicion 
that they may have been corrupt — many 
detentions have occurred on the strength 
of allegations rather than evidence. Where 
"evidence" has been submitted it consisted 
mostly of "suspiciously high" bank ac- 
counts held in the suspect's name. 

Justice has also been administered in a 
lopsided manner, according to Park Jie 
Won, the Democratic Party's official 


spokesman. He cites the case of Lee Won 





Democratic Party rally: new leader Lee (below) worries 
whether the party can regain the initiative. 


Joe, a ruling party legisla- 
tor who had helped fund 
two previous govern- 
ments. In the December 
presidential election, this 
former banker was cred- 
ited with raising billions of 
won for Kim Young Sam. 
Lee Won Joe also figured 
prominently in connection 
with the Dongwha Bank 
scandal, when the bank 
president was said to have bribed many 
politicians to lobby for the bank. 

In early May, however, Lee was able to 
slip out of the country. He surfaced in To- 
kyo, from where he resigned his parlia- 
mentary seat, reportedly due to ill-health. 
Opposition sources claim Lee's real reason 
was to trade off his potential arrest for 

"safe" political retirement. Similarly, 
former trade and industry minister Kum 
Jin Ho — who had been linked with illicit 
profiteering — has never been questioned 








by the authorities, opposition critics com- 
plain. Kum was another major source of 
funds for Kim's campaign. 

In an effort to recapture the initiative, 
the Democratic Party is trying to force Kim 
to reopen the investigation into the 1980 
Kwangju uprising, when troops killed 
about 200 civilian protesters and wounded 
2,000 others during nine days of pro-de- 
mocracy demonstrations. Lee wants to 
bring both former presidents Chun Doo 
Hwan and Roh Tae Woo, who rose to 
power against the background of the up- 
rising, to face a new hearing. 

"How can this country march forward 
without knowing what really happened 
and who played what role in that trag- 
edy?" Park Jie Won, who was born near 
Kwangju, asks. He argues that a clear un- 
derstanding of what really happened in the 
past is a prerequisite to starting a new 
democratic era, but Kim refuses to do so. 

The Democratic Party has scored some 
significant achievements on Kwangju, and 
the 1979 coup which pre- 
cipitated the revolt, by un- 
covering a list of officers 
and soldiers who were di- 
rectly involved in crush- 
ing the protests. This has 
led to the dismissal and 
early retirement of four 
generals, including army 
chief of staff Kim Dong Jin 
in May. 

But the media, pre- 
occupied with sensational 
aspects of the purge, gives 
the opposition little credit 
for these initiatives. The 
media's tepid interest 
compounds the problems 
surrounding Lee's effort to 
put the Kim administra- 
tion on the spot. As Kim's 
popularity rating consist- 
ently stands at about 90%, 
Lee can only wait until the 
president stumbles. One 
such likely tripwire is the 
economy. "I give him an- 
other six to 12 months be- 
fore he meets with serious 
economic roadblocks," he 
said. 

For now, however, Lee 
is fighting an uphill battle 
trying to prepare his party for a more 
measured approach to the institutional re- 
form agenda. He has tabled legislation that 
seeks to relax the National Security Law, 
bans political surveillance by the intelli- 
gence agency and revises electoral and po- 
litical funding laws so as to provide for far 
more transparency than at present. The 
thrust of Lee's message is to differentiate 
serious reform efforts from one-off "purge" 
and "rectification" campaigns. 
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s the major powers sort out their 
post-Cold War, the non-prolifera- 
tion of weapons of mass destruc- 
tion has again moved to the top of the list. 
So great is the horror of nuclear war that 
an across-the-board remedy such as the 


A 





. Non-Proliferation Treaty (NPT) seems the 


best: simple, safe, universal. 

If the NPT could indeed yield such a 
world, it doubtless would be the best. But 
despite encouraging accords between Mos- 
cow and Washington, some nuclear-wea- 
pons states are here to stay. The strongest 
movement to abolish such weapons is in 
America, but Washington will never give 
them up entirely. Whatever the pressures 


. for isolationism, America will remain the 


world's leading player, and in a society 
that cannot tolerate body counts, nuclear 
power must remain its ultimate instru- 
ment. In as much as other members of the 
nuclear club (notably China) claim the 


| same right, genuinely universal solutions 


are out. 

So we have what is hailed as the next 
best step: limiting their spread as an 
interim safeguard. Join the NPT and save 
the world! In fact, 95% of the world poses 
no threat; leaving aside the dangers 
inherent in overnight proliferation caused 


_ by the break-up of the Soviet Union, there 


remain only three real trouble spots: the 
Middle East, the Korean peninsula and 


| South Asia. 
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Whatever may emerge from the Middle 
East peace-process, nothing will ever per- 
suade Israel to give up its nuclear option; 
nor will anyone ever force it to. Leaving 
aside other motives, this means that some 
Arab states and Iran will persist in seeking 
equalisation. There is no hope whatsoever 
of the NrT's resolving this nuclear prob- 
lem, which requires its own particular 
management. The same is true of the 
Koreas, which highlights, incidentally, the 
vital role of an intractable China. 

Which brings us to the third case, South 
Asia. Pakistan's determination to change 
the Kashmir status quo led to two wars. 
After decades of quiescence, the further 
opportunity Pakistan sought has been fa- 
cilitated by India's unbelievable misman- 
agement. But in neither country is there 
any serious thought of war. To suggest that 
a kind of deterrence is already at work here 


By K. Shankar Bajpai 


may be premature, but with both countries 
now capable of delivering nuclear wea- 
pons at short notice, it is not entirely fanci- 
ful. It provides the basis for a solution. 
Insofar as Pakistan's quest for a nuclear 
capability stems from its fear of its larger 
neighbour, removing that fear should open 
up immense possibilities. How many nu- 
clear bombs would let Pakistan feel safe? 
Ten? Twenty? Allowing for pre-agreement 
cheating, let X be Pakistan's need. India 
would then need X in regard to Pakistan, 
plus Y in regard to China. Getting Pakistan 
to accept Y will be far harder than getting 





É While it would 
be better for India 
and Pakistan to 
settle their 
differences without 
benefit of terror... 
acceptance of 
each other's 
nuclear capability 
would act as a 

stabiliser 9 





an agreement on X, but if the quantities 
could be worked out Pakistan could store 
its X capacity and India its X+Y capacity — 
subject to each other's mutually agreed 
foolproof inspection. As under the NPT, 
either party might give notice of termina- 
tion if it felt compelled by overriding secu- 
rity needs. Meanwhile, however, the wary 
eye of each upon the other would serve the 
same purpose as the NPT without the any 
of the NPT's drawbacks. 

Critics will object that such a precedent 
would kill all further efforts at non-prolif- 
eration. But which country that is not al- 
ready a problem would be encouraged by 
the Indo-Pakistani example? While it 
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Nuclear Exchange 


would be better for India and Pakistan to 
settle their differences without benefit of 
terror, given the enormous complexities, 
acceptance of each other's nuclear capabil- 
ity would act as a stabiliser. Unless either 
side develops an unanswerable first-strike 
capability, or a Star-Wars defensive shield 
— or the two gang up together — it is the 
only practical way out. 


preserved world peace for 40 years, 

but that rationale is not always con- 
sidered safe for other confrontations: others 
cannot be trusted to act as sanely, soberly, 
Caucasianally. Even if the world's control- 
ling powers will not accept that deterrence 
would apply universally, Pakistan and In- 
dia provide one case where it would. To be 
sure, many other confidence-building, war- 
preventing measures would have to be 
added. But the core agreement would be 
that Pakistan would put aside X-material, 
India X+Y, under joint scrutiny, with all 
further processing also under mutual in- 
spection and with no greater escape 
mechanism than exists today under the 
NPT. 

Why this tortuous route? Why not à 
simple signature of the NPT? It is a harsh 
world, and no amount of bleating will stop 
it from being more unfair. So forget dis- 
crimination; what matters is costs. The US 
could have prevented a nuclear Britain or 
France or even the Soviet Union or China. 
But Britain and France were on the right 
side; and as for the Soviet Union and 
China, prevention would have required 
pre-emption, risking massive land wars. In 
other words, prevention was not worth the 
cost. 

What are the costs of stopping India 
and Pakistan? Easy, on the face of it; they 
are vulnerable enough to pressure. But, as 
even Washington has finally recognised (if 
the Clinton administration's report to Con- 
gress means what it says), no government 
in either country could abandon its nuclear 
option and survive. More political instabil- 
ity, setting back economic progress, add- 
ing to the frustrations of expanding 
populations — why risk all that when let- 
ting both sides sit on the other's publicly 
specified capabilities serves the purpose 
without real risk? a 


E ast-West deterrence is said to have 
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Diaspora Dreams 


Eyes fixed on Tibet, exiles in India flourish 


By Hamish McDonald in Dharamsala and 
Mysore 


igyur Dorjee remembers his fami- 
ly’s flight into India from a village 
in western Tibet vividly. One night 
in the summer of 1959, his parents woke 
the children and told them they were go- 
ing to India. At the age of six, that sounded 
exciting. “All the sweets and toffees came 
from India," he says. ^I used to think there 
were trees you could pick them off." 

The reality was very different. After a 
seven-day walk, marching by night and 
hiding by day, they reached an Indian bor- 
der post near Uttarkashi and were directed 
to walk on another two days, his parents 
sometimes carrying the small children as 
well as food and water. They reached a 
refugee camp with nothing but the clothes 
they were wearing. Relief agencies gave 
them a tent and basic rations. To earn some 
cash, Dorjee's parents joined the Tibetan 
labour gangs carving roads through the 
Himalayas, a make-work scheme provided 
by the Indian Government. 

Today, well-educated and confident, 
Dorjee runs the Dalai Lama's bureau in 
New Delhi, where he lobbies senior Indian 
policymakers and deals with foreign em- 
bassies on Tibetan affairs. His now elderly 
parents live on their own small piece of 





Educating 
Tashi 


For months Tashi's parents argued. His 
mother wanted him to leave, to get a 
good education. His father could not 
think of subjecting his son to years of 
separation. Finally, when Tashi himself 
said he wanted to go, they agreed and, 
aged 11, Tashi set out to cross the Hima- 
layas by foot. 

First, he and two other boys of the 
same age, Tenzin and Dawa were put on 
a truck last September from the Tibetan 
capital of Lhasa to a town closer to the 
southern border, where they met up with 
traders ready to guide a party of 32 peo- 
ple fleeing the country. Then, as Tashi 
says matter-of-factly, “we walked for 21 
days." 

That walk took them across 5,000- 
metre-high passes in the Himalaya moun- 





farmland in a Tibetan settlement far away 
in southern India. 

International attention has focused on 
the plight of Tibet itself recently, but rela- 
tively little notice has been paid to the fate 
of the 125,000 exiles who have fled the 
country since the Chinese invasion in 1952. 
The saga of Dorjee and his family is just 
one part of a remarkable economic and 
cultural success story that could have a 
profound effect on the future of their coun- 
try. If those who straggled into India as 
destitute refugees do return to a Tibet freed 
of Chinese rule — and many of them, from 
the Dalai Lama down, believe the Chinese 
system will crumble from within by the 
end of this decade — they will have an 
impact far out of proportion to their num- 
bers. 


Tibetan children sent to school in India. 


tains. The group hid during the day and 
marched by night to avoid Chinese pa- 
trols. They carried all the food required, 
mostly a Tibetan staple called fsampa 
made of barley. They went across 
snowfields, leaving Tashi with snow- 
blindness for some days. Finally they 
walked around border posts and into the 
desolate plateau of northwestern Nepal, 
where officials sent them down to a refu- 
gee reception centre. 

The three boys are now boarding 
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The exiled Tibetans can boast a solid 
record of accomplishment. As farmers and 
traders they have created wealth for them- 
selves and the Indian communities that 
welcomed them; they have emerged as a 
highly educated community that has bal- 
anced the need to train its children for the 
modern world with the preservation of a 
unique culture; they have set up an effi- 
cient administration of their own and an 
elected assembly; and, lastly, they have 
managed to keep the campaign for Tibetan 
independence alive without treading on 
the toes of their Indian hosts. 

Much credit for those achievements 
must go to the Dalai Lama himself, whose 
growing moral stature and deft handling 
of the debate with Peking has left Chinese 
claims to have rescued the Tibetan masses 
from medieval serfdom sounding very hol- 
low. In good measure because of his cam- 
paigning, the world increasingly sees the 
Tibetans as impoverished outcasts in their 
own ecologically devastated homeland. 

But credit must also go to the sheer grit 
and determination of the exiles themselves, 
who now number more than 100,000 in 
India, about 13,000 in Nepal, 1,500 in Bhu- 
tan and another 10,000 or so in small com- 
munities in Western countries. Their strug- 
gle for survival began with the road con- 
struction work provided by India. Then in 
1960, the late prime minister Jawarharlal 
Nehru allocated land around the southern 
city of Mysore. Battling an unfamiliar tropi- 
cal climate, the Tibetans cleared jungle and 
laid out five large agricultural settlements 
on which about 35,000 now live. 

Things have changed much since those 
days, as is testified by 59-year-old 


pupils at the Tibetan Children's Village in 
Dharamsala, India. They live in a house 
with 50 other children about the same age 
and go to a school that uses Tibetan as 
teaching medium in lower grades and 
English in high school years. 

Tashi has received letters from his 
parents, but accepts he will not see them 
or his sister and two brothers until he is 
grown up. Tashi's face sets seriously 
when asked why he wanted to come to 
India. “I intend to study English and be- 
come a contributing member of Tibetan 
society," he says. In Lhasa, Tashi had at- 
tended a Chinese-medium school. 

The three boys are part of a small but 
important trickle of humanity crossing the 
high Himalayas into India. They include 
children seeking education, monks and 
nuns wanting proper religious instruction, 
and many other young people at logger- 
heads with Chinese authority. 

The movement reflects the way the 
Tibetan exile society built up by the Dalai 
Lama remains a beacon for their brethren 
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Ngawang Gyatso. He is push- 
ing his bicycle along the road 
to Bylakuppe, a town about 50 
kilometres northwest of My- 
sore, and at nearly 10,000 peo- 
ple is the largest Tibetan set- 
tlement in India. Across the 
frame of the bicycle is a sack 
of fertiliser that will be spread 
on the young corn sprouting 
on his 1.2 hectare plot. The fer- 
tiliser comes from a Tibetan 
farmers’ cooperative, from 
which Gyatso can rent a trac- 
tor and machinery at planting 
and harvesting time. 

“Back in Tibet we had 10 
acres to support four family 
members, here we get by on 3 
acres with 10 people,” Gyatso 
says. One son has gone off to 
serve in a special military unit 
raised among the Tibetans by 
the Indian Government. A daughter works 
in a carpet-weaving centre. Even so, Gyatso 
has a young local Indian working for him 
at Rs 20 (65 US cents) a day plus food, and 
hires up to 20 workers at harvest time. 
Bylakuppe provides work and custom for 
dozens of local tradesmen, peddlers and 
transporters. 

The exiles have also branched out from 
the agricultural focus of the early days. 
With help from Swiss and other aid agen- 
cies, the Tibetans set up handicraft centres 
around India and Nepal, and a string of 
small hotels in hill resorts which have aug- 
mented farming incomes. Carpet making 
became a major industry, involving thou- 
sands of Tibetans. In Nepal, the Tibetan- 


back home. It may also show that Chi- 
nese authority and Han Chinese mi- 
gration to Tibet is weighing ever more 
heavily on Tibetans. But while Peking 
may think it is getting rid of trouble- 
makers, the exiled government is still able 
to shape the minds of young Tibetans, 
many of whom will eventually go back. 

The influx of young children has been 
rising sharply since the Lhasa unrest in 
1988-89. Tsewang Yeshi, director of the 
Tibetan Children's Village in Dharamsala 
says 327 children arrived last year, up 
from the previous average of 250 a year. 
This year, 231 newcomers had already 
arrived by late May. 

The exile government's policy is sim- 
ply that children who have crossed the 
Himalayas to study cannot be turned 
away. Many children at the Dharamsala 
have missing fingers and toes from frost- 
bite on their journey. Their parents face 
penalties from the Chinese, including dis- 
missal from jobs, if the flight is found out. 

Director Yeshi of the Dharamsala chil- 





Tibetans hold an anti-China protest in Dharamsala. 


run carpet industry is the country's biggest 
employer and a major source of foreign 
exchange, rivalling tourism. 

The Tibetans have also shown them- 
selves to be tireless traders, like their an- 
cestors who brought wool over the moun- 
tain passes to Indian towns like 
Kalimpong. These days they go to the In- 
dian knitting factories in places like 
Ludhiana and buy bales of sweaters and 
scarves, which they hawk all over India 
during the winter months. "It has a lot of 
drawbacks — family members are away 


for months at a time and you have to hus- 
tle,” says T. N. Tethong, finance minister 
"But the sweater 
business meets about 50% of the annual 


in the exile government. 


dren's village says education in Tibet was 
effectively streaming out many local 
children. “The Tibetans are gradually 
being pushed to the backyards," he says. 
"There are two systems of schools: one 
for Chinese, where you have some pros- 
pect of going on to higher education, and 
then Tibetan schools where teachers 
themselves may not have finished grade 
four." 

For those who go back when their 
education is completed, the reception is 
not warm. Two girls who went back four 
years ago were refused work for two 
years and told to learn Chinese. But the 
tourism industry is creating a demand for 
English-speakers which the Indian- 
educated Tibetans can meet. 

"We do not say: you must go back," 
says education minister Jetsun Pema, 
"but we feel that with all the Chinese 
coming into the country and all the 
young people leaving, we seem to be 
making room for the Chinese immi- 
grants." m Hamish McDonald 


needs of the community." 

But, with the larger goal of 
eventual independence for 
Tibet in mind, financial secu- 
rity has been only one of the 
aims stressed by the govern- 
ment in exile. Education in par- 
ticular was an early priority for 
the Dalai Lama. With Nehru's 
personal interest, New Delhi 
set up a network of special 
schools for the Tibetans in the 
1960s, using English as a teach- 
ing medium. Children of road 
workers were sent to special 
boarding schools in Dharam- 
sala and Mussourie. The bet- 
ter-off Tibetans enrolled their 
children in private schools. 

The exile government now 
runs 85 schools with over 
26,000 pupils, from primary 
level to vocational colleges. 
The school attendance rate in the six-17 age 
group is 95%. About 4,000 infants attend 
Tibetan-run pre-schools. At the top end, 
about 20% of school-leavers go on to uni- 
versities and colleges. Mostly the Tibetans 
who graduate as doctors, engineers and 
other professionals from Indian universi- 
ties come back to work in the settlements 
or the exile administration. 

For the past seven years, the govern- 
ment has been introducing Tibetan as the 
teaching medium in primary years. "Our 
concern is that the longer we stay in exile, 
the links with our country are getting thin- 
ner and thinner," says education minister 
Jetsun Pema, who is the younger sister of 
the Dalai Lama. "For us involved in the 
education of Tibetan children this is our 
basic concern: to keep the culture alive. We 
don't want to be fanatical about it, but 
that's the reason we left our country." 

One of those pursuing that goal is 80- 
year-old Tanding Serje. In a green-and-blue 
painted monastic cell at Bylakuppe, he sits 
on a carpet-covered bed and eats his mid- 
day meal of tsampa, a powdery barley dish, 
with his fingers. Attending is his pupil, a 
16-year-old boy named Chamba. The old 
monk fled Tibet in 1960 after escaping from 
a Chinese prison camp and since then has 
been training generations of novices in his 
house near the settlement's Sera Jhe Mon- 
astery. "It takes 12 years to train someone 
if he is bright," Tanding says, "but for all 
of us there is no end to learning." 

Chamba, from India's ethnic Tibetan 
region of Ladakh, liked the look of the 
Tibetan lamas as a small child. At the age 
of eight, he told his parents he wanted to 
be a monk and was sent here. His daily 
routine starts at 5 a.m. with three hours of 
prayers chanted in the great hall of the 
monastery, then a day of secular educa- 
tion, followed by three more hours of 
prayers and the argumentative discourse 
used by Tibetan monks to sharpen their 
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> Should anything untoward happen to 
you on the road in the nature of a collision, 
you'd be eternally grateful that you were 
sitting in the new S-Class. 

With over fifty years of research 
and development in the fields of passive 
and active safety under their belt, 
Mercedes-Benz continue this proud 
tradition of innovation in, by far, the most 
advanced model in their distinguished fleet. 

In addition to belt tensioners, the 
S-Class has seat belts which automatically 
adjust to your body for a perfect fit. 

> Crumple zones, another pioneering 
feature, are sections of the car designed to 
absorb impact in a collision. The newly- 
developed front subframe and high strength 
front cross-member provide additional 
protection for the footwell areas and the 
passenger compartment. 

When other car manufacturers began to 
take an interest in frontal collision manage- 
ment, Mercedes-Benz were already streets 
ahead with designs for the S-Class that 
protect against offset frontal impact, offset 
rear-end impact, as well as lateral impact. 

> The brake system with the new twin 
ABS guarantees optimal braking efficiency 
coupled with maximum handling stability 
under braking in the most diverse situations. 

It offers shorter stopping distances for 
the same braking pressure, greater 
endurance of the brake system, lower or 
more even brake lining wear, improved 
braking during cornering, and more 
comfortable braking. 

> As you can see, safety is not the least of 
their concerns. And, most definitely, it is 
never an option. 

And while these are features that 
one would more than gladly pay for, 
Mercedes-Benz's thoughtfulness in safety 
ensures that you won't be paving dearly. 
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minds. Chamba went home for his first 
visit only last year, after seven years of 
training. 

The exile Tibetans have transplanted the 
Buddhist monasteries that were central to 
their country’s intellectual life. The four big 
lamaseries — Sera, Drepung, Ganden and 
Tashi Lhumpo — set up institutions around 
Mysore that correspond to the ravaged 
monasteries back in Tibet, and still draw a 
stream of intending novices from across the 
Himalayas as well as from among the exiles. 
Teams of monks carry out secretive mis- 
sions into Tibet pursuing cryptic clues to 
the latest reincarnations of their abbots. 

India has also proved hospitable 
ground for the exiles’ political develop- 
ment, though by an unwritten agreement 
the Dalai Lama is supposed to carry out 
only his role as religious leader 
and not say anything that might 
disturb relations between New 
Delhi and Peking. In practice, the 
exile government operates quite 
freely and puts out a stream of 
documents detailing alleged 
Chinese brutality and duplicity. 
The charge that China uses Tibet 
as a nuclear-waste dumping 
ground and base for nuclear 
weapons gets an especially 
strong reaction in India. 

The Dharamsala government 
has no legal standing and runs 
entirely on the moral authority 
of the Dalai Lama and with the 
consent of the exiles. Until three 
years ago cabinets were appointed by the 
Dalai Lama, but they are now responsible 
to a 46-member assembly mostly elected 
by the worldwide exile community. A few 
posts were contested in the first election 
last year, but political factions are not yet 
overt. 

One of the tasks the government sets 
itself is formulation of constitutional ideas 
for an independent Tibet, which the Dalai 
Lama says would be put to the population 
first. Once a new system is in place, he 
would step aside from political duties. To 
some, the project may seem as remote from 
reality as the horoscopes being produced 
at Dharamsala’s Tibetan Medical and Astro 
Institute, but is central to the war of ideas 
with Peking. 

The administration employs about 300 
people. It issues an identity document to 
most Tibetans in India, and collects a small 
annual levy to augment funds from busi- 
ness activities and donations to the Dalai 
Lama from Buddhists around the world. 
“All this has been achieved by thousands 
of faceless people doing their own little 
bit,” says finance minister Tethong. All this 
has been achieved without a huge treas- 
ury, an army or even a police force. We 
have nothing but the moral authority of 
His Holiness. If there is a romantic story, 
this is it." * 
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Ageing 
Warriors 


Lhasang Tsering is bent over a desk, 
typing out his Tibetan translation of Orte 
Day in the Life of Ivan Denisovich, the 
account of life in Stalin's gulag by 
Alexander Solzhenitsin. The book is 
being translated by Tsering and his 
colleagues at Dharamsala's Amnye 
Machen Institute in an effort to re- 
awaken secular traditions and to arouse 
Tibetans to a sense that time may be 
running out for them. 

“We are always accused of exaggera- 


~ 


tion, about what the Chinese are doing 
lin Tibet]," says Tsering, who was presi- 
dent of the Tibetan Youth Conference 
until December 1990. He resigned in 
protest at the Dalai Lama’s speech that 
year to the European Parliament at 
Strasbourg which proposed an associ- 
ated-nation status with China. “My 
view is that we do not know half of 
what is happening and we can’t convey 
even half enough of the horror. If you 
meet refugees they cannot express what 
has happened. This book may open up 
our people to realise that they have been 
through similar experiences.” 

Outside, coloured pennants are 
strung between pine trees on the steep 
hill at the back of the Tibetan govern- 
ment-in-exile’s compound. It seems a 
forlorn spot, and a sedate task, for the 
former youth leader who once urged 
Tibetans to fight the Chinese and seek 
nothing less than independence. 

But the quiet work carried by the 
youngish intellectuals who are the driv- 
ing force behind the Amnye Machen 
Institute reflects a growing ferment in 
the exile community, a dissatisfaction 
with the path of non-violence and ne- 
gotiation adopted by the 59-year-old 
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Dalai Lama. It is also a conspicuously 
secular organisation in a community 
that has so far has looked to its monks 
for political leadership, and could be a 
pointer to the future of the Tibetan 
struggle if the Dalai Lama does not suc- 
ceed in his lifetime. 

Two of the institute’s directors, 
Tsering himself and Jamyang Norbhu, 
are veterans of the CIA-organised gue- 
rilla army that operated out of Nepal's 
Mustang region until 1972, when it was 
disbanded in the wake of then US presi- 
dent Richard Nixon’s visit to China. 

The 1,500 or so guerillas had not in 
any case achieved much. Its teams gen- 
erally operated into Tibet on mountain 
ponies, ing out hit-and-run raids 
and ambushes, though they were some- 
times parachuted more deeply into 
Tibet by a Kathmandu branch of the 
CIA-run airline Civil Air Transport. 

After the US cut off support to the 
guerillas, Peking issued an ultimatum 
to Kathmandu demanding their expul- 
sion and Nepalese troops soon marched 
into the guerilla camps at Mustang. 

"We could have held out against the 
Nepalese for at least a year," said 
Tsering. But we had nothing against the 
Nepalese and 12,000 Tibetan refugees 
in Nepal would have suffered. We 
obeyed a taped message sent by the 
Dalai Lama. Some leaders committed 
suicide. They could not surrender the 
struggle, they could not go against the 
Dalai Lama." 

The experience has left the bitter 
taste of betrayal in Tsering's mouth. 
"From the very beginning the US Gov- 
ernment had no intention of supporting 
Tibetan independence," Tsering says. 
"We were just another tool to harass the 
communists. 

Tsering is even more disillusioned 
with the Dalai Lama's campaign to 
apply moral pressure on China. "The 
first mistake we made in 1959 was to go 
out and sell a product for which there is 
no market: truth and justice," he said. 
“It is self-interest which motivates for- 
eign policy. Unless we can link our 
struggle to the self-interest of the great 
and powerful nations we cannot hope 
they will support truth and justice.” 

And the only way of tapping that 
self-interest, Tsering says, is by turning 
Tibet into a trouble-spot through active 
resistance. “We are like a mouse cor- 
nered by a ferocious cat,” he said. “Tt 
can make a dash for it, or wait for the 
cat to pounce. Our choice is between a 
step that may result in a quick and sud- 
den death but has a chance of escape, 
and a slow, painful and dishonourable 
death.” m Hamish McDonald 
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Qian with South Korean Foreign Minister Han Sung Joo. 
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Pragmatism Is the Hallmark 
Of Peking’s Foreign Policy 





giant, China has so far refrained from using 

its new status to put political or economic 
pressure on other countries, except when respond- 
ing to pressure, such as from the US. 

In fact, China’s foreign policy is marked by a 
high degree of pragmatism and moderation. The 
demise of communism in Eastern Europe and the 
disintegration of the Soviet Union helped spur Pe- 
king's move towards a non-ideological foreign 
policy that emphasises its independence and desire 
for friendly relations with virtually every other 
country in the world. Peking is seeking to be a 
model member of the international community. 

China's foreign policy is being shaped and im- 
plemented by Qian Qichen, the foreign minister, 
whose achievements were recently recognised when 
the National People’s Congress gave him the addi- 
tional title of vice-premier. In the last three years, 
Qian the consummate diplomat has quietly worked 
to end China’s isolation by the West which followed 
the June 1989 military crackdown and strengthen 
China's credentials as a leader of the developing 
world. 

Even though China appeared to welcome the 
abortive coup against Mikhail Gorbachov, after the 
coup’s failure and the dissolution of the Soviet Un- 
ion, Peking was quick to establish relations with the 
Russian Federation and all the other newly inde- 
pendent republics, as well as the now non-commu- 
nist countries in Eastern Europe. 

On many major issues, China is content to be a 
follower rather than a leader, going along with what 
the majority in the UN General Assembly or Secu- 
rity Council may want, as was the case during the 
Iraq-Kuwait crisis. Although China did not agree 
with all the resolutions proposed by the US in the 
Security Council, at no time did it exercise its veto 
power. Currently, it is also supportive of UN opera- 
tions in Somalia 
and Cambodia and, 
in fact, has a contin- 
gent of military ob- 
servers and engi- 
neers serving with 
the UN Transitional 
Authority in Cam- 
bodia. 

Peking has all 
but abandoned in- 
ternational pariahs 
that used to be its 
old friends, such as 
North Korea and 
the Khmer Rouge. 
Last year, to the 
chagrin of North 
Korea and the Arab 
world, China estab- 
lished diplomatic 
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relations with South Korea and Israel. The Chinese 
are now adopting a neutral stance in the Middle 
East, and say that problems on the Korean penin- 
sula have to be worked out by North and South 
Korea and, as far as Pyongyang’s nuclear ambitions 
are concerned, the problems should be worked out 
in negotiations between Pyongyang and Washing- 
ton. And when its contingent in Cambodia was at- 
tacked by the Khmer Rouge, Peking was quick to 
protest, though without naming names. 

Despite strained relations with the US, the Chi- 
nese are not clamouring for the withdrawal of US 
forces from Asia, with Foreign Minister Qian telling 
an American interviewer recently that "in principle, 
China does not approve of the stationing of armed 
forces on foreign territory by any large power" and 
that the Chinese hoped such issues “will be resolved 
gradually." 

One area where China has been more assertive 
is in its territorial claims in the South China Sea, 
where Peking is in conflict with several Southeast 
Asian countries, including Vietnam, the Philippines 
and Malaysia. But there, the foreign ministry faces 
domestic nationalistic pressures to assert all tradi- 
tional territorial claims. Even so, Qian and other 
Chinese leaders have made conciliatory noises and 
emphasised China's desire to resolve differences 
through peaceful means and to jointly exploit un- 
derground resources in the area. 


hen provoked, however, the Chinese have 
Ws that they will hit back. Thus, after 

US President Bill Clinton's decision to at- 
tach conditions to the renewal of China's most-fa- 
voured-nation trade status in the 1994-95 period, 
one of which was that China "should make 
progress" on the question of prison labour, the 
Hongkong communist paper Ta Kung Pao published 
a "special article" that accused the US itself of 
"vigorously promoting sales of prison-labour prod- 
ucts.” 

“As a matter of fact, the Chinese Government 
has adopted a clear-cut stand in banning the export 
of prison-labour products,” Ta Kung Pao said. “It is 
the US Government itself that has organised and 
encouraged the export of prison-labour products. 
As early as 1987 the US California Prison Industry 
Authority published a catalogue of prison-labour 
products, publicly promoting sales of products 
manufactured by prisoners at home and abroad.” 

Another area where the Chinese have been will- 
ing to assert their own position is that of arms con- 
trol. Peking has challenged both Washington and 
Moscow to follow its lead and make a commitment 
not to be the first country to use nuclear weapons 
and, in particular, not to use them against non- 
nuclear states. The Chinese also support the estab- 
lishment of nuclear-weapon-free zones and have 
called for the withdrawal of all nuclear weapons 
deployed abroad by any country. Li 
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TRAVELLER'S TALES 


EDWARD PETERS 
Mustang, NEPAL 





Ancient Mustang Faces a New Invasion 


obody has decreed that 1993 is to be 

"Visit Lo Manthang Year," but that's 

because Lo Manthang, the capital of 
Mustang, in northern Nepal, has a king 
and not a corporate marketing manager. 
Besides, there is an annual limit on the 
number of people allowed to visit Mus- 
tang, which will soon be oversubscribed if 
1992 is anything to go by. 

Last year was the first time that foreign 
travellers were permitted to trek to the an- 
cient walled city, which lies a day inside 
Nepal's border with Tibet. Mustang, at the 
head of the trade route that cuts through 
the Himalayas, has seen its fair share of 
outside aggressors. But never before have 
they been so gaudily dressed, so patently 
rich, so very obviously better off 

than the Lobars — as the people 
of Mustang are called — who in 
the worst case can wrench only 
one crop a year from the dusty 
soil of the plateau they inhabit. 

This is a process that has been 
repeated for hundreds of years, 

with the land growing a little less 
fertile each season. But Mustang 
has acted as a political, as well as 
an ecological, progenitor for the 
rest of Nepal. The kingdom was 
united from a scattering of 
dzongs, or castles, belonging to 
local warlords by the bellicose 
rajah Ame Pal in the early 15th 
century. Two hundred years 
later, King Prithvi Narayan Shah 
of Gorkha followed suit welding 
Nepal into a single state from the handful 
of principalities that covered the foothills of 
the Himalayas. Formal annexation of Mus- 
tang, which now has a population of 
roughly 5,000, did not take place until 1946. 

In the 1960s Mustang was the base for 
the Khampas, Tibetan guerillas who 
played a bloody game of hide-and-seek 
across the border with their Chinese foes. 
Trained and armed by the US CIA, they 
lingered on until the political winds 
changed. After Washington's rapproche- 
ment with Peking, the US put discreet 
pressure on Kathmandu to get rid of the 
Khampas. This the Nepalese army 
achieved with minimal fuss and the 
Khampas, who had been living off the land 
in Mustang with a notable lack of courtesy 
or gratitude, dispersed. 

As the rest of Nepal opened up to wave 
upon wave of trekkers in the 1970s, Mus- 
tang remained off limits for what were de- 
scribed by the government as "security" 


reasons. The Lobars were spared the yearly 
invasions that took place around Everest 
and Annapurna and other popular trek- 
king routes, the deforestation and the litter 
and the scattered toilet paper, the pot 
smokers and the skinny dippers, the hikers 
and the bikers and the searchers for Nir- 
vana. So when the Ministry of Tourism, in 
the wake of Nepal's revolution in 1990, 
decided to open Mustang and other previ- 
ously closed areas of the country for the 
first trekkers it was as if they were entering 
Nepal half a century before. 

Those who came to Mustang paid 
US$500 for the privilege — 20 times the 
trekking fee elsewhere. They had to travel 
as part of an organised group, carrying 





The most reliable form of transport in Mustang. 


their own cooking fuel and bringing back 
their rubbish, burying own waste and tak- 
ing away nothing that could be construed 
as being part of the local culture. To ensure 
no mischief, a police liaison office from 
Kathmandu — usually a city dweller 
aghast at the prospect of temporary ban- 
ishment to the wilds — accompanied each 
group. A tourism official expounded the 
rules at the start of every expedition. The 
scene was set for trekking gently. 


he idea behind the string of regula- 
tions was well meant. Instead of al- 
lowing hordes of backpackers to 
tramp through virgin territory that was ill 
equipped to accommodate them, the num- 
bers would be controlled and the environ- 
ment preserved. The money from the trek- 
king fee would be used to preserve the ar- 
ea's unique Buddhist monasteries and en- 
hance its general development. 
In reality, events took rather a different 
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course. Excited by the news that a "forbid- 
den kingdom" had opened its gates, some 
people sneaked in for a look on their own. 
The trekking fees for the year gathered 
from officially sponsored groups, around 
US$200,000, failed to filter down. Valuable 
paintings disappeared from one monastery 
in Gilling, either sold or stolen. Sitting in 
his four-storey, mud-brick palace, King 
Jigme Palbar Bista, 25th monarch of the 
dynasty and lord of the manor in Mustang, 
grunted that tourism was neither good nor 
bad. Regulations or no, the Lobars knew 
there was money to be made from their 
visitors and were not going to be held back 
from a quick cash sale in a land where a 
failed crop can mean starvation. 


n fact, the Lobars were no 
slouches when it came to bar- 
gaining, with wits and skills 
honed from trading tours that 
took the more enterprising all 
around the Far East. Treeless 
landscape, disappearing topsoil 
and other environmental woes 
in the rain shadow of the Hima- 
layas had made an annual emi- 
gration compulsory for as much 
as half the populace. And as the 
Lobar sowed their wheat and 
shut their houses for the winter, 
so the last bands of trekkers 
hauled up over the passes to see 
what had been prohibited to 
them for centuries past. 

What is happening in Mus- 
tang is a microcosm of what has happened 
to a lot of tourist destinations all over Asia. 
Designer label havens are exposed to tour- 
ism too fast so yesterday's paradise be- 
comes tomorrow’s hell hole. It is Hobson's 
choice in many ways. Preserve an area "off 
limits" and maintain its pristine appear- 
ance and lifestyle, or hold the doors open 
and put a cash register by the entrance. In 
the end the choice has to be the latter op- 
tion, but with some strings attached. 

Mustang's trekker quota has been dou- 
bled to 1,000 for 1993. What the Nepali 
Government has not yet succeeded in do- 
ing is making sure that Mustang benefits 
from showing off its assets, paltry though 
they may be. Unless this changes, the prog- 
nosis is that the remaining antiquities will 
disappear, migration will become total and 
the region will be left utterly desolate. & 
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Edward Peters is a freelance journalist based 
in Hongkong. 
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There sa wide spectrum 
of UNIX systems. 


but only an expert can blend them 
into your business picture. 


Although UNIX systems can brighten 
the outlook at almost any company, there's 
an art to integrating UNIX with the many 
layers of an enterprise from desktop to 
mainframe. An art mastered by Unisys. 

We offer unrivaled experience with 
commercial UNIX technology and an 
industry-leading ability to fully integrate 
UNIX with existing mainframe-based 
networks. As your information systems 
and business partner, Unisys will help 
identify your needs and install the Unisys 
UNIX solutions that are right for your 
computing environment. And because 
our UNIX solutions are based on Intel x86 
processors, we can 
leverage your exist- 
ing investment in 
PCs 
interoperability to 


and extend 


the workgroup. 





What's more, our 

Communications Access Processor (CAP) 
enables your SNA network and 3270 ter- 
minals — for the first time - to cost-effec- 
tively access UNIX, introducing the 
advantages of UNIX to any environment. 
It's all what you'd expect from Unisys, 
with our forty-year track record as a 
prime contractor for integrated business 
solutions - and a reputation for working 
closely with customers to apply technology 
not for its own sake but for the benefit of 


their organizations. 


The Intel Inside Logo is a trademark of Intel Corporation. 
UNIX is a registered trademark of UNIX System Laboratories, Inc. 
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Young Chinese looking over smuggled motorcycles in Xintang, where blackmarket activities go on unfettered. 








p CRIME 
: Smugglers’ Outpos 
$e ; oi pousands of Chinese flock to Xintang for hi-tech gadgets 
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By. ieee Bick | in Xintang, China 


n this small smugglers’ village near Can- 
ton, three young men from the country- 
side are eyeing a collection of wireless 
telephones in a store owned by Lin Fenggi. 
As Lin describes the various bells and 
whistles of cellular technology, a deafen- 
ing posse of motorcycles zips past, swal- 
lowing his open store-front in a maw of 
orange dust and black smoke. Lin waits 
out the interruption and eventually makes 
his sale, one of hundreds that have earned 
him a place among China's nouveau riche. 
Big deal? Well, consider this: Less than 
a year ago, the 31-year-old Lin was an 
overworked phy sician at Zhengcheng 
County Hospital in Guangdong province, 
whose meagre monthly earnings barely 
exceeded Rmb 700 (US$122 at the official 
rate). But last spring, shortly after Deng 
Xiaoping exalted the virtues of wealth in 
his celebrated South China tour, Lin re- 
signed his post and went into business. He 
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collected his modest savings, secured 

bank loan and leased a small store in 
Xintang, where he peddles smuggled elec- 
tronic goods and a sprinkling of fake 
brand-name appliances. “Once you make 
connections with the smugglers, " says Lin, 
who has tripled his monthly income, "it's 
easy to earn money." (Lin Fengqi i is not his 
real name; anonymity is safer for business.) 

Smuggling is not new in China, nor is 
Lin the first intellectual to forfeit a hard- 
won career in the pursuit of money. He 
relinquished his hospital job and invested 
in Xintang for one reason: He believes that 
local officials, who also profit handsomely 
from smuggling, will not crack down de- 
spite pressure from Peking to do so. 

Every vear since 1990, at least USSI bil- 
lion worth of durable goods — from Sony 
Walkmans to Honda motorcycles — have 
been smuggled into China from Hongkong 
alone. Police and customs officers in the 
territory estimate that nearly one-sixth of 
all imports from Hongkong to China are 
FAR FASTEHN 
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bootlegged, costing Peking several hun- 
dred million dollars in lost tariffs each year. 

Many of these goods pass through 
Xintang and nearby Panyu, another smug- 
glers' outpost about 20 kilometres south of 
Canton. Officials in both locations lease 
shop space at exorbitant prices, sometimes 
in excess of Rmb 50,000 per year for a stall 
no bigger than a single-car garage. In re- 
turn, authorities allow blackmarket com- 
merce to go on unfettered. (Panyu has 400 
shops; Xintang has more than 500.) 

“Local [Chinese] officials are not inter- 
ested in customs laws," says Max Lummis, 
director of China Access, a Hongkong con- 
sulting firm that specialises in China con- 
sumer trends and market access. "If cus- 
toms gets a duty on a television, that money 
never gets to the local government." 

The rise of smuggling in China roughlv 
parallels its 14-year experiment with quasi- 
capitalism. Because the rule of law remains 
arbitrary and inconsistent in China, en- 
forcement is routinely compromised by 
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payoffs. In 1991, for example, even the Pub- 
lic Security Bureau chief in nearby Hui- 
zhou was detained after authorities found 
a private cache of imported liquor, foreign 
cigarettes and several hundred thousand 
renminbi in his home. 

But if corruption and cash are smug- 
gling's engine, decentralisation is its fuel. 
Throughout China, thousands of towns 
and villages have seized Deng's call for 
speedier economic reform as an excuse to 
set up bold little fiefdoms. Earlier this year, 
for instance, the central government dis- 
patched 1,000 armed police officers to Chi- 
na's wealthiest village, Daquizhuang, 
to investigate a possible murder 
cover-up in which the mayor's son 
was implicated. When officers ar- 
rived, they were turned away by a 
fierce local militia, including some 
armed with machine guns. 

While Xintang and Panyu do not 
rely on a militia, they do share the 
same small-town moxie. Defined by 
size alone, Xintang is a mere town- 
ship, but its reputation as a smug- 
glers' beachhead has put it on the 
map. Located on a sharp dog-leg of 
the Pearl River some 32 km east of 
Canton, Xintang is a scrambled 
warren of narrow lanes and one-man 
shops cobbled together with a single 
mission: Feed China's insatiable 
appetite for imported electronics. 

Indeed, Chinese flock here by the thou- 
sands, some dressed in unisex tunics from 
economically-backward Sichuan province, 
and others, from Shanghai, wearing dou- 
ble-breasted suits. They come for the same 
thing: hi-tech gadgets that have escaped 
China’s punishing border tariffs, or items 
that simply are not available elsewhere. 
And it is all here — satellite dishes, super 
stereos, camcorders — inconceivable luxu- 
ries in most of China. 

Despite incomes that range from mea- 
gre to modest, Chinese have surprisingly 
deep pockets. Inveterate savers, they hold 
an estimated Rmb 1.2 trillion in bank ac- 
counts and again as much in private stock- 
piles at home. But a steep depreciation of 
the renminbi coupled with double-digit 
urban inflation has sparked a recent buy- 
ing spree among Chinese who hope to un- 
load currency before prices go up further. 

Gold and big-ticket appliances are fa- 
vourites. According to government projec- 
tions published in the official China Daily, 
mainlanders are expected to plunk down 
more than US$5 billion on electrical appli- 
ances this year, including 8 million colour 
TV sets and 3 million video recorders. By 
one official estimate, more than 90% of the 
VCRs sold in China are smuggled into the 
country 

Smuggling has become so pervasive, in 
fact, that some economists and business 
leaders say that it has unwittingly intro- 
duced market forces into South China. 
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Competition from illicit traders, who offer 
everything from Sanyo air-conditioners to 
Toshiba refrigerators, has pushed main- 
land manufacturers to develop more sop- 
histicated products. "If they gave a medal 
for market progressiveness in Guangdong 
province," says a foreign economist based 


in Canton, “smugglers would get the gold, 
hands down." 

As recently as a year ago, Chinese stereo 
manufacturers still churned out relics with 
cheap, plastic-top turntables. These dino- 
saurs — bearing names like Panda, Peony 
and Kaige — still litter department-store 
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in Xintang and Panyu near Canton. 


shelves in Peking, where smuggling's in- 
fluence is limited. But not so in wealthy 
Guangdong province, where laser-disc 
technology prevails. At half the price of 
smuggled imports, domestic electronics 
have earned a loyal following. 

Despite smuggling's positive side, Pe- 
king, which levies tariffs as high as 100% 
on imported electronics, still regards it as a 
serious threat to local industry. But it was 
not until last year that Chinese customs 
officials cracked down in earnest, confis- 
cating an estimated Rmb 1.3 billion in con- 
traband, nearly double the amount seized 
in 1991. 

So how does it work? Hongkong smug- 
gling syndicates purchase electronics le- 
gally from trading companies, wholesalers 
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and other distributors. After dark, they load 
the goods onto motorised sampans and sail 
out of the harbour at daybreak with other 
fishing vessels. Once in international 
waters, they use cellular phones to contact 
mainland partners for a rendezvous. Inside 
China, the goods are transferred from boat 
to truck at several locations, including 
Panyu and Zhuhai, near Macau. 

Mostly as a favour to their mainland 
colleagues, Hongkong authorities last year 
set up an anti-smuggling task force. But 
with the exception of stolen luxury cars, 
which are spirited off Hongkong streets 
and ferried to China at a rate of 
about five per day, police in the ter- 
ritory are not gravely concerned 
about the problem. 

Michael Chik, director of investi- 
gations and intelligence for the 
Hongkong Customs and Excise De- 
partment, explains: “Strictly speak- 
ing, there is no law in Hongkong 
that restricts goods from Hongkong 
to China, as long as they are not sto- 
len goods or illegal products, like 
narcotics or endangered species.” 

By the time a smuggled television 
set makes it to Xintang or Panyu, its 
price reflects the cut of several mid- 
dlemen, usually 10% above the 
product's retail price in Hongkong. 
At Panyu's Yi Fa ("Easy Money") 
Market, a 1993 Panasonic 33-inch colour TV 
set costs Rmb 18,200. At Xintang-the same 
model fetches Rmb 17,900. In Canton, 
where legitimate electronies are'subject to 
tariffs, the 1993 model qvas hot available at 
two of the city's larger, retailers, Nanfang 
Department Store 4nd the Friendship Store. — 
Of several locations checked in king, the 
33-inch model was sold only at tie upscale | 
Yaohan Department Store, where it listed 
for Rmb 25,600. ` L 

But Yaohan offers. three things ‘igi 
Xintang and Panyu döənot: ä~warrmanty, 
after-sales service and docuiménted*assur- 
ance that the product is not a fake. 

In Xintang, Lin’s small store is flush 
with electronics of every size, shape and 
function, some locked inside protective 
glass and others shrink-wrapped and 
stored on a shelf. In one corner, a small 
display of electric shavers are clearly coun- 
terfeits. Instead of Braun or Hitachi, they 
are marked “Braum” and “Hitacni.” Lin 
acknowledges that he sells a few fakes, but 
he will not identify them. “Just little 
things,” he assures. 

Smuggling and counterfeiting eventu- 
ally may get squeezed if China toughens 
its trademark law as expected this July 
and if it reduces import barriers in a 
move to join Gatt. But for now, it is one 
sure way for a former surgeon to triple his 
income. LI 
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Anthony Blass is a Henry Luce Scholar work- 
ing for the Review in Hongkong. 
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Fires of the Dragon: Politics, Murder, and 
the Kuomintang by David E. Kaplan. 
Atheneum, New York. US$25. 


When writer Henry Liu died in a hail of 
bullets at his home in Daly City, California 
in 1984, it did not take an Hercule Poirot to 
suspect the hand of his political enemies. 
The author of a critical biography of then- 
Taiwan president Chiang Ching-kuo, Liu 
had been vehemently attacked in the pro- 
Kuomintang (KMT) media. 

He had also received indirect warnings 
from high-ranking security officials of seri- 
ous consequences if he persisted in digging 
up dirt about the son and political heir of 
Chiang Kai-shek. Still, even critics of the 
KMT government found it hard to believe 
that hardliners in the security apparatus 
would be so foolish as to order the murder 
of a US citizen on US soil. 

They were wrong. Information uncov- 
ered by local police and FBI investigations, 
and threats of retaliation from Washing- 
ton, forced Taipei to try Wong Hsi-ling, the 
director of Taiwan's top military intelli- 
gence agency, for murder. A military court 
ultimately ruled that Wong had sent Bam- 
boo Union gang boss Chen Chi-li and sev- 
eral confederates to assassinate the writer 
who dared to probe beyond the official 
version of Chiang's chequered career. 

Wong's 1985 trial was a carefully 
scripted affair. Yet it was apparent to most 
observers — including this reviewer, who 
covered the trial for the REVIEW — that it 
dealt with the legitimacy of the KMT's claim 
to rule Taiwan, particularly the largely un- 
told history of the younger and elder 
Chiangs' efforts to suppress any hint of 
opposition. 

A glimpse of that history came at one 
point in the proceedings when Wong, seek- 
ing to buttress his lawyers' assertion that 
he had only intended to "teach Liu a les- 
son,” momentarily departed from the 
script. "We weren't trying to kill him, we 
haven't performed any political assassina- 
tions since the 1950s or 60s . . ." blurted the 
haggard colonel. 

The tangled background of how senior 
officials of a long-time US ally felt they 
could get away with such an act is the sub- 
ject of David Kaplan's excellent book. 
Based on interviews with Chiang family 
members, Bamboo Union gang members 
and US law enforcement officers, it tells 
the story of a man whose life resembled 
that of many who ended up on the losing 
side of China's long civil war. 

Liu grew up as the spoilt eldest son of a 
rural gentry family, but then the world 


Who Killed Henry Liu? 


changed. At 16, he found himself alone and 
friendless in Taiwan, along with more than 
a million other refugees. Thus it was a 
blessing for Liu when in 1952 he was ad- 
mitted to the elite Political Warfare Acad- 
emy, Chiang Ching-kuo's vehicle for plac- 
ing Leninist-style commissars in the mili- 
tary, government and mass media. 

Liu was too rebellious 
to accept the discipline 
such a job entailed, and a 
minor prank prevented 
him from graduating. This 
was the first of many colli- 
sions with the authorities, 
but by marking him as a 
rebel and turncoat, the in- 
cident coloured official at- 
titudes towards him right 
up to the end. 

But Kaplan has his 
sights on bigger game than 
Henry Liu. Fires of the 
Dragon is probably the best 
available account of KMT 
intelligence activities in the 
US. Building on traditions 
established when the party ruled much of 
China, the KMT, starting in the early 1950s, 
expended great amounts of money and en- 
ergy to build up its influence in overseas 
Chinese communities. 

Taipei's campaign in the US had sev- 
eral aims. One was to ensure that Taiwan- 
ese students toed the orthodox KMT line on 
mainland China. Another was to engage 
Peking in a battle for the political and fi- 
nancial support of the Chinese in the US. 
Finally, the KMT sought to influence US 
policy, obtain US Government intelligence 
and buy arms, illegally if necessary. 

Extraordinarily, most of these activities 
were conducted with the knowledge of 
and even assistance from US security agen- 
cies. Both the CIA and the FBI had main- 
tained close ties with Taiwan intelligence 
agencies for decades. Both organisations re- 
sisted attempts to expose illegal KMT ac- 
tions in the US. 

In this regard, the KMT was not unique. 
Iran's Savak and Chile's DINA were al- 
lowed to conduct operations against their 
nationals in the US. But KMT operations 
were remarkable in that an important arm 
of the campaign was directed against the 
US Government itself. 

The book is aptly titled. It portrays the 
protagonist figuratively playing with fire 
during the last two years of his life. Liu 
displayed a deadly combination of naivete 
and guile. He sought to maintain his inde- 
pendence by simultaneously selling infor- 
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mation to Wong Hsi-ling’s Intelligence Bu- 
reau, cosying up to China's representatives 
in the US, and telling the Fs! what the other 
two were up to. 

One shortcoming is the author's reliance 
on the self-glorifying accounts of Daly City 
detectives and FBI agents who helped crack 
the case. Another is his occasional recourse 
to the Sterling Seagrave school of historical 
writing: if a subject might have thought 
something, he does so — in great detail. 

In the end this is a powerful tale, yet an 
unfinished one. The military and civilian 
trials and sentences that followed the Liu 
murder never addressed the question of 
whether the real culprit or 
culprits had been identi- 
fied. 

Kaplan leaves no doubt 
as to who he thinks was 
responsible: Chiang Hsiao- 
wu, President Chiang's 
wastrel elder son. This 
may never be proved con- 
clusively one way or the 
other. The younger Chiang 
died in 1990. While Wong 
Hsi-ling, gang leader Chen 
Chi-li and others have 
been released in amnesties, 
they have so far held their 
counsels. m Carl Goldstein 


ON , 


AUTHOR OF YAKUZA 


Carl Goldstein is the Review's 
Chinese Affairs correspondent. 





Japan as No. 2 


The Japanese Question: Power and Purpose 
in a New Era by Kenneth Pyle. The AEI 
Press, , Washington, D.C. US$17.95. 


In the late 1980s, when South Africa was 
generally considered a pariah nation, Ja- 
pan became its largest trading partner and, 
therefore, widely criticised. “The problem, 
sighed one official of the Ministry of Inter- 
national Trade and Industry, in response 
to the criticism, “is that we are Number 
One. Better to be a less visible Number 
Two.” 

Many would agree with Kenneth Pyle 
that “Japanese behaviour is frequently 
more appropriate to an international trad- 
ing firm than a nation state.” The Japanese 
Question is, in fact, largely dedicated to 
chronicling that behaviour through the 
post-war years. 

The pattern was established soon after 
Japan's defeat and persists today. While the 
Korean War raged in its backyard, for ex- 
ample, Japan managed to avoid any mili- 
tary involvement, while profiting mas- 
sively from procurement orders. By the late 
1960s, as American obligations in Vietnam 
deepened, 300,000 Koreans fought along- 
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side US troops. Once again the Japanese 
remained on the sidelines, obtaining lucra- 
tive supply contracts. Twenty years later, 
when the Gulf War erupted, the Japanese 
response was not much different. 

The idée fixe of Japanese policy, as Pyle 
demonstrates, has been to avoid such col- 
lective security commitments while pursu- 
ing a narrow, self-interested foreign policy. 
He views Japan's post-war history as “an 
opportunistic adaptation of the Cold War 
and the pursuit of a narrowly defined po- 
litical purpose which can best be summa- 
rised as ‘economics first'." Many historians 
are content to explain this by the trauma of 
Japan's experience as the only national vic- 
tim of a nuclear attack. But Pyle contends 
that this is a deliberate strategy of a series 
of post-war prime ministers, led by 
Yoshida Shigeru and his proteges. "The 
fundamental orientation toward economic 
growth and political passivity was the 
product of a carefully constructed and bril- 
liantly implemented foreign policy,” Pyle 
writes. 

From the beginning, the Americans ac- 
quiesced to Yoshida’s claims that rearma- 
ment would impoverish Japan and create 
social unrest that the communists could 
then exploit — all the while prevailing 
upon the socialists, behind the scenes, to 
organise anti-rearmament demonstrations 
during the visit of then US secretary of 
state John Foster Dulles to Japan in June 
1950. “It is our heaven-sent good fortune 
that the Constitution bans arms,” the prime 
minister told a young associate who would 
later become Prime Minister Miyazawa. “If 
the Americans complain, the Constitution 
gives us a perfect justification.” The 1951 
Security Treaty may have offended some 
nationalists in Japan but the benefits 
greatly outweighed the drawbacks, allow- 
ing Japan to enrich itself while enjoying the 
protection of the US’ safety net. 

There is nothing odd, Pyle concludes, 
in the incongruity of economic power and 
political and military weakness. And he 
perceptively traces the ambivalence with 
which later generations of politicians 
viewed such “politics of cowardice.” He 
focuses on former prime minister Yasuhiro 
Nakasone's efforts to introduce a new 
brand of political nationalism and interna- 
tionalism to his country. Pyle takes an 
overly benign view of this controversial fig- 
ure, contrasting his approach with that of 
the ultra-nationalism of the 1930s, which 
Pyle considers a virulent, xenophobic and 
pathological philosophy designed to com- 
pensate for Japan’s backwardness. 

In his conclusion, Pyle calls for an end 
to “the politics of pretence,” noting that 
interpretations of the Constitution which 
preclude military involvement are essen- 
tially political, not legal. The appropriate 
model, he believes, is Germany, which 
sought participation in collective security 
arrangements. The imperative for Japan to 
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take up such a role can only grow as Japan 
positions itself as the key economy in an 
increasingly interdependent Asia. 

But every point Pyle makes before 
reaching his conclusion underscores the 
difficulty that Japan will have in embrac- 
ing broader responsibilities, despite the 
rhetoric from Tokyo. m Henny Sender 


Henny Sender is the Review's financial corre- 
spondent. 





Hell in Hanoi 


Paradise of the Blind by Duong Thu Huong, 
translated by Phan Huy Duong and Nina 
McPherson. William Morrow, New York. 
LIS$20. 


On a blustery winter night, a train 
makes its slow journey toward Moscow. 
Inside, staring at the window as if it were a 
mirror reflecting her past, a young Viet- 
namese woman thinks of the home she left 
behind. With the halting motion of the 








train supplying the 
rhythm, the memories of 
Hang, an “exported 


worker” from Hanoi, un- 
fold as the saga of a fam- 
ily trying to survive 
within the social and po- 
litical upheavals of late 
20th-century Vietnam. 

Hang’s story lies at the 
heart of Duong Thu 
Huong’s Paradise of the 
Blind, the first post-war 
Vietnamese novel to be 
published in the US. The 
young narrator looks back 
on her past with the 
brooding tone of a person 
picking through the re- 
mains of a burnt-down house. Her father, 
a teacher from a landowning peasant fam- 
ily, disappears and eventually dies after the 
disastrous land reform campaigns of the 
1950s. Hang spends her childhood torn 
between competing loyalties to the two 
major figures in her life: her gentle, weak- 
willed mother, Que; and her father’s sister, 
the stubborn Aunt Tam. 

Que loses her husband as a result of 
brutal government policies, and ekes out a 
living selling produce at a Hanoi market 
stall. In a relationship that strains credibil- 
ity, Que continually sacrifices to help her 
brother, Chinh, a ruthless cadre who bears 
much of the responsibility for his sister's 
traumas. Meanwhile, Aunt Tam makes a 
small fortune in her native village, and uses 
her wealth to avenge those who caused her 
family to suffer during the land reform 
campaigns. 

Both women vie for Hang’s devotion, 
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for both recognise that only by gaining the 
respect of the next generation can they en- 


sure their family’s survival. Ultimately, 
Hang must choose between these women 
and what they represent, and decide 
whether to spend her life paying homage 
to her past or — departing radically from 
ancestor-worshipping Vietnamese culture 
— find another option for her future. 

In contrast to two other contemporary 
Vietnamese writers, Nguyen Huy Thiep 
and Pham Thi Hoai, Huong does not ex- 
plore the limits of narrative form, for which 
she has earned some criticism. But these 
self-consciously intellectual writers present 
less gripping and accessible introductions 
to modern Vietnamese literature than 
Huong, and less evocative pictures of Viet- 
namese daily life: from the “dank, musty 
smell” of an ancient village wall to the taste 
of “ginger-flavoured ‘poor-man’s tea” to 
the transcendent beauty of a common 
creeper vine “with dazzling saffron- 
colored blooms, their colour a mixture of 
blood, fire and sunset.” 

It is a tribute to the skills of the transla- 
tors that this English-language version 
flows so smoothly. But, as Phan Huy 
Duong and Nina McPher- 
son have only French (and 
not Vietnamese or Eng- 
lish) as a common lan- 
guage, one might wish for 
a more direct English 
translation. 

A former Communist 
Youth leader, Duong Thu 
Huong has gained a repu- 
tation for political outspo- 
kenness in Vietnam, and 
has suffered for it. In 1991 
she was imprisoned for 
seven months for her criti- 
cism of the slow pace of 
democratic and human- 
rights reform. Although 
she was released follow- 
ing an international protest, she lives un- 
der tight restraints and her books are 
banned in Vietnam. Paradise of the Blind, 
which enjoyed great popularity before it 
was withdrawn, has several politically 
scathing passages. For example, a sophisti- 
cated young Vietnamese gives this assess- 
ment of his country’s leaders: "They've 
worn themselves out trying to recreate 
heaven on earth. But their intelligence 
wasn't up to it.” 

Still, Huong raises no cry for revolution, 
and it is sadness, rather than anger, that 
generates the emotional charge here. In a 
story that never mentions the war, we 
confront Vietnam's great psychological 
tragedy, that of a young nation torn apart 
by ineptitude and intolerance. 

8 Dana Sachs 


Blind 


San Francisco-based journalist Dana Sachs 
writes frequently about Vietnam. 
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The GCC 


Twelve Years On 





Far East Overtakes West in Gulf Trade 





n the alphabet soup of organisa- 
tions known by their initials, few 
people can immediately identify the 
GCC. 

But the Gulf Cooperation Council, in 

the 12 years since it was formed, has 

all expectations in the manner 
in which it has consolidated the economic, 
political and strategic power of its six oil- 
rich desert states — Saudi Arabia, Ku- 
wait, the United Arab Emirates (UAE), 
Oman, Bahrain and Qatar. And the states 
have proved to be a dramatically effec- 
tive linchpin between the trading blocs of 
the West and the Far East. 

As well as being a natural staging and 
trading post halfway between east and 
west, well-equipped with modern busi- 
ness infrastructure, the GCC states offer 
investors attractive incentives and also a 
local market of more than 23 million 
people who are among the world's 
wealthiest in per capita income terms. 
Nearby, Iran and Iraq offer a potential 
market of 60 million, while to the north- 
west lies Eastern Europe and to the south- 
west, Africa. 

Remarkably, the GCC states have 
emerged virtually unscathed from the 
world recession and with no long term 
scars from the effects of either the eight- 
year lran-lraq War or the 1991 Gulf War 
caused by Iraq's invasion and occupation 
of Kuwait. That war cost the GCC states 
more than US$50 billion — the sum 
they paid towards the allied operation. 

In spite of that, and in marked con- 
trast to most of the* world, ` 
the economies of the GGC% ` 
states are booming at the: 
same time that. Asian states 
have overtaken the Europe-' 
ans and. Americans as eir 
leading trading partners. Ja- 
pan and China are now in 
first and setond place, fol- 
lowed by the US, Germany 
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and Britain. 

Japan is also one of the main inves- 
tors in the GCC, with assets of about 
US$3.5 billion, mainly in the oil and gas 
industries in the Gulf, of which around 
US$1.5 billion is invested directly in Saudi 
Arabia. 

GCC members are Japan's main 
crude-oil suppliers, sending about 2.7 
million barrels per day (bpd) last year, 
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nearly three quarters of all Japan's oil 
needs. Trade between the two was worth 
US$35 billion. Of the GCC states Saudi 
Arabia is Japan's biggest trade partner 
with an exchange of US$15 billion last 
year. 

Tokyo has sought to boost relations 
with the GCC countries in a bid to en- 
sure stable crude supplies as it expects to 
rely more on Gulf oil in the future. In 
tum the GCC states have been negotiat- 
ing with Japan to obtain technology 
through joint ventures. 

China's exports to the GCC states 
are expected to rise by as much as 30% 
this year. Exports to the UAE from China 
accounted for US$370 million last year 
while the UAE’s exports to China were 
worth US$70 million and similar trends 
can be found in the GCC's trading fig- 
ures with South Korea, Taiwan, Hong- 
kong and Singapore. 

The GCC states are linked by a com- 
mon language — Arabic — a common 
religion — Islam — a shared desert cul- 
ture and geography, comparable social 
structures and a similarly conservative and 
increasingly free-market-inclined eco- 
nomic philosophy. Armed as they are 
with the economic advantages of con- 
trolling almost half of the world's oil re- 
serves and large parts of its deposits of 
liquid gas, they have effectively used their 
oil wealth and their business acumen in 
the problem of delicately balancing eco- 
nomic and social development. 

In addition to the two regional wars, 
| the GCC states have felt the 
impact of several bitter intra- 
“GCC border disputes, but the 
arouping has effectively over- 
come insipient rivalries and 
maintáined its spirit of coop- 
eration. Now, most economic 
analysts agree, the GCC 
states are set-fair for vibrant 
growth. 
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»> Saudi Arabia (population 17 million) 
the super-power of the group with the 
greatest oil wealth, the biggest popula- 
tion and the most important market for 
exports between Europe and Southeast 
Asia, has emerged from the conflict with 
Iraq with enhanced prestige. And this 
year, for the third year running, its 
economy is expanding at a rate of 5% 
with private sector growth at 10%. The 
kingdom’s oil revenues jumped from 
US$24 billion in 1989 to US$40 billion 
in 1990, fuelling growth in nominal GDP 
that year of 21.1%. Solid economic 
progress continued in 1991 and 1992 
as oil revenues stayed at around US$45 
billion allowing the government to imple- 
ment expansionary economic policies. 

> Kuwait (population 1.43 million): the 
elder statesman of the oil-producers, is 


total of nearly 500 trading concems. Of 
these 154 are manufacturing companies; 
121 warehousing and distribution; 110 
traders and 80 service companies. 
> Bahrain (population 500,000), the tiny 
island state linked by causeway to Saudi 
Arabia, is continuing its programme of 
industrial expansion and its campaign to 
attract foreign investors by offering 10096 
foreign ownership facilities. Aluminium 
Bahrain — the. most important non-oil 
industry — has doubled its capacity to 
460,000 tonnes a year and the govern- 
ment is energetically promoting the is- 
land's advantages for engineering and 
engineering services, health-care, petro- 
chemicals and plastics and information 
technology businesses. 

Although economic growth slowed 
slightly last year, it remained firm, with 


to uncover between 1.1 billion and 1.5 
billion barrels of oil reserves. Other Oman 
Oil Company overseas ventures include 
a deal signed in March to help build and 
operate two refineries in India. 

Oman is to help in the construction 
and operation of a 120,000 bpd refin- 
ery in central India, including a lubricat- 
ing oil plant and a 600-kilometre over- 
land crude oil pipeline linking the refin- 
ery to the west coast of India. A second 
refinery is to be built on the west coast. 

In Oman itself gas discoveries in the 
past two years have raised estimated 
reserves to 17 trillion cubic feet from 
nine trillion. This has provided the impe- 
tus to proceed with US$10 billion natu- 
ral gas and petrochemical projects. 

Oman has also signed a preliminary 
accord to participate in building a US$1.9 
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with air-condi- up tanker exports 


tioned limou- 
sines. A variety 
of international 
business oppor- 
tunities are ex- 
pected to emerge as the Kuwait Oil Com- 
pany attempts to increase oil capacity to 
2 million barrels per day (bpd) by the end 
of this year and to restore its oil gather- 
ing centres. Downstream the Kuwait Na- 
tional Petroleum Corporation is hoping 
to return its refining capacity to 600,000 
bpd by the end of the year. In capital 
terms over the next three to four years 
between US$6 billion and US$9 billion 
will have to be spent. 

> UAE (population 2 million): the entre- 
preneurial dynamo of the Gulf spear- 
headed by Dubai, the leading entrepot of 
the region, continues its trail-blazing suc- 
cess in creating a non-oil based trading 
future. Its non-oil trade reached Dh 59.85 
billion (US$16.6 million) last year — 
23.696 higher than the previous year's 
total. Imports increased by 24.896 while 
non-oil exports rose by 18.596. The Jebel 
Ali Free Zone, situated alongside the 
world's largest man-made harbour has 
this year attracted a total of 123 new 
companies from 27 countries giving it a 





total GDP up by 3.596 following arowth 
of 5.496 in 1991 and 8.996 in 1990. 
The non-oil sectors of the economy 
maintained their upward trend last year 
with strong growth recorded in the fi- 
nance and real estate services (896 growth) 
and transport and communications (10%). 
> Oman (population 1.5 million), the 
sultanate occupying the southeastern 
corner of the Arabian peninsular, is 
embarking on an ambitious programme 
of joint oil ventures overseas to offset its 
own dwindling reserves and has agreed 
to help restore non-producing oil wells in 
western Siberia. 

The sultanate is also a founder-mem- 
ber, with Russia and Kazakhstan, of a 
Caspian Pipeline Consortium which will 
build and operate a pipeline from Kaza- 
khstan to Novorossysk on the Black Sea. 
Under a deal signed in April between 
Oman and the Kazakh government, 
US$75 million is to be spent exploring 
in 16,000 square kilometres of western 
Kazakhstan. The exploration is expected 
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of five million 
tonnes a year of 
liquefied natural 
gas (LNG) to east 
Asia. 
P» Qatar (population 450,000), the pe- 
ninsular state jutting into the Gulf from 
the Saudi mainland, is set to increase its 
spending on capital projects by 2596 to 
US$744 million this year. With its enor- 
mous reserves of LNG, the emirate's 
economy is gradually being transformed 
into an almost wholly gas-based one. One 
of the government's aims is to finance 
the development of the huge North Field 
gas project. The development of this and 
Qatar's gas-based industries will require 
an estimated US$5 billion in project fi- 
nance. Phase two of the North Field De- 
velopment Project has started. 
Although Qatar is expected to improve 
its trade surplus this year there will al- 
ways be a need for it to raise interna- 
tional finance for such large development 
projects. Indeed, all the GCC states, says 
Henry Azzam, the chief economist at the 
National Commercial Bank of Saudi 
Arabia, are placing great hope on the 
capacity of private capital to be drawn 
into new quasi-state enterprises. € 


Source: Gulf central banks 
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BANKING AND FINANCE 


Gulf Banks Pass 
The Basel Test 


he banks of the Gulf Coopera- 
tion Council (GCC) countries are 
justifiably proud of the fact that 
they have accepted the strin- 
gent new global banking standards rec- 
ommended by the Basel-based Bank for 
International Settlements (BIS). 

And already 16 of the top 25 Gulf 
banks have achieved the 8% capital-to- 
assets ratio set down by the Basel Con- 
vention, which puts them ahead of many 
comparable institutions in Japan and Eu- 
rope. 

Later this year GCC officials will meet 
Basel Committee representatives to ex- 
plain the current position of banking 
regulation in the Gulf and to detail the 
latest capital adequacy levels in an at- 
tempt to persuade the committee to re- 
classify the banks in the majority of the 
GCC countries. At present all GCC states 
except Saudi Arabia, are classed as high- 
risk countries by Basel. 

“This classification,” says Abdullah Al 
Quwais, the GCC's assistant secretary 
general for economic affairs, “is unfair 
as the economic situation of the GCC 
countries is better than in some industrial 
countries. " 

The recommendations by the BIS have 
propelled the Middle East banking sector 
towards creating fitter, more transparent 
markets with bigger, better funded banks 
providing a broader degree of service. 

One of the first Bahraini institutions 
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to adopt the standards, with the full en- 
couragement of the Bahrain Monetary 
Agency (BMA), was the Bahrain Middle 
East Bank. The BMA subsequently re- 
quired all Bahraini banks to adopt Inter- 
national Accounting Standards. The 
monetary authorities of Saudi Arabia and 
Kuwait have issued similar requirements. 

Last year was a bumper year for the 





Head-dress and headway 


whole of the banking sector in the Gulf. 
This was primarily as a result of the post- 
Gulf War upswing in business in the re- 
gion and a record decline in interest rates 
on deposits. 

“The 1992 results by national banks 
remind us of their performance during 
the oil boom 15 years ago,” said Ziad 
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Dabbas of the National Bank of Abu 
Dhabi. In Saudi Arabia, the United Arab 
Emirates (UAE) and Bahrain, virtually all 
banks posted substantial profits. 

Saudi banks emerged with the best 
performance, with their profits soaring 
by around 73% to US$978 million last 
year compared to US$565 million in 
1991. The largest profits were made by 
the Saudi American Bank which netted 
US$242.6 million last year compared 
with US$751.6 million in 1991. It was 
followed by the Saudi Riyadh Bank whose 
earnings nearly doubled to US$198 mil- 
lion. 

“Most Saudi banks made record pro- 
fits in 1992 because of an economic 
upswing after the Gulf War and a decline 
in interest rates coupled with a big in- 
crease in loans to both the private and 
public sectors," said Henry Azzam, chief 
economist at the Saudi National Bank. 
The rise in loans was due to a sharp 
increase in trade, mainly imports and an 
expansion in the construction sector. 

One of the most recent Saudi banks 
to announce its figures, Bank al-Jazira, 
which is 896 owned by the National Bank 
of Pakistan, recorded a net profit of 
US$11 million. Its pre-provision operat- 
ing profit rose by more than 30096. These 
figures were in line with the results of 10 
other Saudi stock banks. In total their 
assets rose by almost 1696 to US$62.5 
billion last year. Net profits rose by al- 
most 2996 to US$990 million giving an 
average net profit to end-year asset ratio 
of 1.5996 for the 11 banks. 

In the UAE balance sheets released 
by 16 of the country's 19 national banks 
showed increases in net profits, capital, 
cash dividends, assets, deposits and share- 
holders equities last year. Net profits 
rose by about 2096 to US$359 million. 
Assets went up by nearly 2.596 fo 
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US$27.3 billion. 
The 16 banks combined capital in- 
creased by around 1.2% to US$1.59 


: billion dollars. Shareholders equities went 
.up by 5.9% to US$3.17 billion and loans 


by 7.3% to US$10.9 billion. Deposits, 


the barometer of confidence in the bank- 
< ing sector, went up by about 3.5% to 
~US320.1 billion. 


“This shows banks have restored con- 
fidence after they were hit by the Gulf 
War and the collapsed Bank of Credit 
and Commerce International,” said Zuhair 
Kaswani of Al Sharhan Centre, a leading 
UAE real estate and brokerage firm. 

Of the UAE’s 19 national banks, the 
National Bank of Dubai maintained the 
highest profits last year. These stood at 
US$92.2 million. It also had the highest 
assets and shareholder equities of US$6.9 
billion and US$956 million respectively. 
The National Bank of Abu Dhabi, of 
which the Abu Dhabi Government. owns 
about 8096, had the second largest as- 


. sets totalling US$6.6 billion. 


In Bahrain the assets of the offshore 
banking units soared by 30.796 last year 
to US$69.8 million confirming an up- 
ward trend over the past couple of years 
and bringing them close to their late 1989 
peak of US$72.6 million. 

The Bahrain-based Gulf International 
Bank announced a 3796 increase in post- 
tax net income to US$63.7 million for 


-Jast year. Total assets rose by 8.2% to 


US$6,340 million. 

Another Bahrain-based bank, the Arab 
Banking Corporation, announced a 7696 
rise in its consolidated net profits to 
US$79 million while the Bahrain Inter- 
national Bank reported a 9.296 increase 
in net income to US$13.7 million. 

In Kuwait, where banks are still re- 
covering from the effects of the lraqi 
occupation, the biggest bank, 
the National Bank of Kuwait, | 
reported a net profit of | 
US$140 million in 1992. The 
figure is higher by 296 over 
the combined profits of 
US$137 million in the two 
previous years. The bank was 
the first in Kuwait to release 
its 1992 balance sheet but 
more than 10 banks and 
companies have announced 
cash dividends to sharehold- 
ers of US$172 million. 

Interest rates on deposits 
now range between 3-4% 
compared with about 9% five 
years ago, while rates on loans 
exceed 7%. The decline was 
caused by a drop in rates on 
the US dollar to which most 
Gulf currencies are linked. € 























TRADE AND INVESTMENT 
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CIS ‘Carpetbaggers’ 
Discover the Gulf 


rawn by the Gulf's worldwide 

reputation as the primary trad- 

ing centre between East and 

West, the emerging entrepre- 

neurs from the CIS (Commonwealth of 

Independent States) are descending on 

Dubai, the Gulf's leading entrepot, at the 
rate of 2,000 a day. 

Unlike the high-powered trade delega- 
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tions from Tokyo and Seoul, London and 
Bonn, which are frequent visitors to the 
Gulf Cooperation Council (GCC) states, 
the men and the women arriving on the 
daily Aeroflot flights from Moscow are 
mostly small-ry independent operators 
travelling with little cash on two-week 
tourist visas — operating out of their suit- 
cases like “carpetbaggers” of old. They 
arrive laden with Russian vodka and 
caviar, Zenith cameras, binoculars, tele- 
scopes, cheap watches, lighters and jew- 
ellery which they sell or barter for elec- 
tronic goods, textiles and leather items 
for which they will find a lucrative mar- 
ket back home. 

Such is the demand, said a Dubai 
Chamber of Commerce official, that the 
prices of these items have increased by 


. 40% since this latest east-west trade link 


established itself. 

Alongside the suitcase-trading taking 
place in the souks and the creek which 
runs through the centre of Dubai, a larger 
scale re-export market has developed 
between the innovative merchants of the 
Gulf and the former Soviet states. Items 
ranging from groceries to industrial ma- 
chinery and office equipment are being 
delivered by the planeload. 

"Uzbekistan has traditional and his- 
toric affinities with the Middle East and 
the subcontinent,” he says. “It also has 
huge resources. " 

But the central Asian republics offer 
only one — and probably the 
~ least important in the short 
| term — a plethora of bur- 
geoning new markets for the 


Most strikingly the economic 


governments of Indian and 
Pakistan have signalled the 
prospect of significant arowth 
in trading and investment re- 
lations between these two 
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most dramatically are the 
ones across the Gulf with 
lran, which account for al- 
most 30% of GCC's re-ex- 
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oil-rich and enterprising Arab. 
states situated around the gulf. _ 


liberalisation measures that 
have been introduced by the | 
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port trade. The top 
items are electronic 
goods, textiles, motor- 
vehicles, vegetable pro- 
ducts, foodstuffs chemi- 
cals and various manu- 
factured goods. 

The vast majority 
of these are shipped 
aboard an armada of 
motorised dhows mak- 
ing more than 20,000 
crossings a year. On the 
return journey they 
carry mostly dried fruit 
and low-tech consumer 
items. The Asian con- 
nection is clearly apparent with the car- 
goes originating from Japan, China, Sin- 
gapore, Hongkong, Taiwan, South Ko- 
rea. 

An elderly dhow skipper, supervising 
the loading of his vessel with 1.000 tele- 
vision sets, 700 tape recorders and a 
variety of foodstuffs, said it had taken 
him a week to finalise the cargo and 
load it. Orders were received by telephone 
through a Teheran-based company. 

Dhows returning from lran have de- 
veloped a thriving trade in impromptu 


Bahrain 





Habib Kassim promotes 


caged pigeons, lranian 
spice-racks, bread-ov- 
ens, carpets, pottery 
and knives to pots and 
pans and plastic toys. 

Behind re-export 
trade with Dubai's neigh- 
bours, Hongkong stands 
in sixth place, having 
risen from 13th place in 
1991. This dramatic im- 
provement was due 
mainly to its function as 
a transit point for the 
re-export of cars from 
Dubai to the Chinese 
market which opened 
up during the middle of last year. 

As a result, re-exports to Hongkong 
rocketed by 232.27% from Dh 113.15 
million (US$31.4 million) to Dh 375.97 
million. Hongkong had accounted for just 
1.5% of Dubai's re-exports in 1991. In 
1992 its share shot up by 4.18%. Singa- 
pore followed in seventh position account- 
ing for Dh 303.55 million, up 54%. In- 
dia rose from tenth to ninth position last 
year with re-exports worth Dh 186.71 
million, a rise of more than 56% over 
the previous year. Pakistan was next 
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more than 83% on 1991. 

Further up the Gulf, Bahrain is reap- 
ing the advantages of an expanded pro- 
gramme of incentives designed to meet 
the needs of foreign investors and to 
foster further economic growth. 

Following the radical decision to al- 
low 100% foreign ownership of regional 
business ventures based on the island and 
the introduction of a seven-day “fast- 
track” for companies exploring such a 
prospect, the Bahrain authorities have 
now introduced more equitable business 
agency regulations. In the past companies 
trading in Bahrain needed Bahrainee 
sponsors but this is no longer necessary. 

To promote what it has to offer the 
island authorities have established a Bah- 
rain Marketing and Promotions Office 
with a council headed by the minister of 
commerce and agriculture, Habib Kassim, 
and including representatives of both the 
government and private sector. 

The council's objectives are threefold: 
attracting inward investment; supporting 
Bahrainee exporters by indicating new 
development objectives and coordinating 
the marketing and promotional activities 
of specialist agencies such as the port 
authorities, industry, tourism and the fi- 
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PORTS AND SHIPPING 


Growth in Freight and 





he surge in imports by the Arab 
states of the Gulf Cooperation 
Council has convinced interna- 
tional shipping analysts that 
steady growth can be expected in freight 
traffic to the region. 

Saudi Arabia, the United Arab Emir- 
ates (UAE), Bahrain and Oman are all 
expected to expand their shipping activi- 
ties in the coming months. Growth is 
anticipated in a wide range of seagoing 
activity from general cargo by sea and 
air to project shipments and niche car- 
goes such as exhibition materials. 

The frequency and speed of sailings 
to and from the Gulf is continuing to 
improve. Between Europe and the Gulf 
the leading container service 
operators — P&O Containers/ 
Maersk Line, the United Arab 
Shipping Company (UASC), 
CMA and DSR-Senator Lines 
— now all offer weekly sailing 
frequencies, either on an indi- 
vidual basis or as part of a 
round-the-world operation. 
Transit times have been cut on 
some of these journeys from 
21 days to 14 days. 

The United Arab Shipping 
Company is the largest ocean 
carrier for dry cargo to the 
Middle East. As a national line, 
it offers more services to the 
Arabian Gulf/Red Sea regions 
from the worldwide trading areas than 
any other single shipping line. Over the 
past two years, with a fleet of 47 ships 
and 68,000 containers capable of trans- 
porting 92,000-TEUs (20-foot equivalent 
units), the UASC has expanded its con- 
tainer services between the Far East, 
North Europe, the Mediterranean, South 
and East Africa and North America by 
more than 75%. 

Sailings between the Far East and the 
Gulf have been enhanced by the intro- 
duction of a new container/break bulk 
service operated jointly by the Chinese 
operation Sinotrans and the Singapore- 
based Pacific International Lines (PIL). 
The service is initially being provided 
monthly under the operational manage- 
ment of the Shanghai-based Carina 
Overseas company using a 650-TEU 
vessel but it is expected to be increased 





Routes to the East 


to twice a month. 

The vessel calls at the Chinese ports 
of Qingdao and Shanghai and then at 
Hongkong and Singapore. In the Gulf 
the ports of call are Dubai and Saudi 
Arabia s Dammam, with feeder ship op- 
erations linking up with the region's other 
ports. 

An indication of the current confidence 
in the shipping sector came in April when 
the National Shipping Company of Saudi 
Arabia (NSCSA), one of the biggest 
maritime firms in the world, reported net 
profits last year and expressed confidence 
that its performance will continue improv- 
inq this year. 

Significant developments were the 





Dry dock expansion for Bahrain's ASRY 


launching of a new service to China and 
the establishment of a regional market- 
ing office in Singapore. 

The optimism over the future of ship- 
ping in the Gulf is reflected by the action 
of the Arab Shipbuilding & Repairyard 
Company (ASRY) of Bahrain which last 
year completed a major expansion by 
buving two new floating docks which it 
towed from the US. 

ASRY officials were confident that 
despite the world recession and the con- 
sequent effect on the demand for oil, the 
cost of the expansion would soon pay 
off. 

The company initially planned to build 
a 250,000-dwt dry dock to supplement 
their existing large 500,000-dwt araving 
dock. However to cut costs, the manage- 
ment decided on the cheaper solution of 
having a much smaller floating dock. 
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It was then discovered that the sup- 
plier, Jacksonville shipyard in Florida, had 
two docks for sale and plans were 
changed accordingly. What at first seemed 
like a scaling down of the expansion 
project turned out to be a much more 
cost-effective way to expand the ship- 
yard and make it work more efficiently. 

The floating docks are big enough to 
accommodate 7096 of the ships that 
ASRY repairs, increasing the graving 
docks capacity to handle larger vessels. 

The larger floating dock, ASRY-2, can 
lift 33,000 tonnes and ASRY-3 has a 
lifting capacity of 30,000 tonnes. The 
docks are 10 and 20 years old respec- 
tively and are expected to last for an- 
other 50 years. 

ASRY specialises in oil-tanker repairs 
and expects to benefit from the expected 
rise in world demand for oil and to re- 
coup its investment in the expansion of 
facilities in 10 years. 

Further evidence of the booming busi- 
ness in the ports and shipping sector in 
the Gulf came with the announcement in 
March that the UAE Port Rashid and the 
Jebel Ali Port, both of which 
are operated jointly by the Du- 
bai Ports Authority, are now 
ranked as the joint 16th busiest 
container port in the world by 
the Containerisation Interna- 
tional Yearbook. This is up from 
18th place in 1991 and 23rd 
in 1990. 

A total of 1.48 million TEUs 
were handled by the two ports 
last year, an 1896 increase over 
1991. The number of vessels 
calling at the two ports rose by 
1596 to 8,252. 

The split between the two 
ports is almost equal with Port 
Rashid handling slightly more 
business. General cargo, excluding oil, 
rose by 18.6% to 2.6 8 v ERA last 
year. 
The Dubai Kas Kihon 4 A). 
investing in four pew gantry cranes? 
post-Panamax ¢ranes for Jebel Ali port, 
will bring thetétal number f gantry \ 
cranes there tp eight™ “Rashid wi | 
get two fourth- generation Panamá 
cranes, raisifig “the total number e te 
cranes to ninà; *. « ^f 

Sultan bin Sujagam, 1he chai E 
the DPA and the JebélJAl Free 
says he expects the addition of the new 
cranes to enable this year's performance 
to exceed the 1096 target growth. An- 
other element in the growth, he says, is 
the large number of companies, espe- 
cially Japanese electrical firms, that are 
moving their regional distribution centres | 
to Dubai. + 
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Take a swing where the sky's blue and 
the desert's green. Hole out in Dubai. 








Golf in the desert is something to write home about, especially 


since the temperature seldom dips below 20*C. And Dubai has 
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the PGA European Tour, and you'll be walking in the footsteps of some 
of the world's finest players. Or test your driving skills on the fairways 


of. the Dubai Creek course. But there's more to Dubai than golf. There 
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luxury hotels are on a par with the best in the world. J] Just hole out in Dubai — the 


golfing oasis. 





For more information on Dubai, please contact: Dubai Commerce and Tourism Promotion Board 
Suite 1203-4 Shui On Centre, 6-8 Harbour Road, Hong Kong. Tel: 802-9002. Fax: 827-2511. Tlx: 62390 DNA HX 
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GULF COOPERATION COUNCIL IN ASIA 


DUTY-FREE 


_ ir trave “in ahd out of the GCC 
-statėsi is much enhanced for 
passengers byahe appeal of the 
S bargairis available at the 
js óf the.Gul if states’ inter- 


uü 






E 
be ente iles ae as those at 


,,«Dupai, “Abu Dhabi and Bahrain have the 


^. distinct advantage over gnost of those 


\elsewherg in the world in that making a 


profit is we ll owe on their list of priori- 
ties. While-naost duty-free shops are fran- 
chise concems having to pay hefty con- 
cession fees, those in the Gulf are re- 
garded by the ruling sheikhs', and hence 
the airport authorities, primarily as useful 
instruments to promote the travel trade 
and to enhance international awareness 
of the Gulf states. 

“We are quite satisfied with small 
mark-ups and we reinvest the profits in 
the airport,” says Colm McLoughlin of 
the Dubai duty-free complex. 

Throughout the Gulf an extraordinary 
range of consumer goods is available, in 


The Youngest Bank 


in Kuwait 


is Growing Stronger. 


eal Bargain Duty-free 


addition to the routine duty-free items 
such as liquor, tobacco and perfume — 
from the latest Italian beachwear fash- 
ions to fur coats. 

There are dazzling displays of 18 and 
24 carat Italian designed jewellery, at 
prices that are said to rival anything you 
could achieve even after hours of bar- 
gaining in the gold souks of the region. 

The Gulf duty-free complexes are 
constantly streamlining their customer 
services and extending their range; Bah- 
rain Duty Free has introduced a new pre- 
ordering system which enables passen- 
gers to request goods by telephone prior 
to travelling. Dubai Duty Free, the re- 
gional pioneer which is currently celebrat- 
ing its tenth year of operation, has just 
recorded a 35% increase in its annual 
turnover to US$132 million. 

Bahrain, Dubai and Abu Dhabi all 
continue to operate their immensely 
popular 1,000-to-one chance raffles for 
bona fide travellers for luxury cars, dream 
homes and similarly enticing prizes. € 





Whether your business is in investment, oil, trading or money markets, 
Burgan Bank is the place to advise and render the banking services to meet 


your financial needs. 


Our experienced staff are dedicated professionals who understand your 
business and care for your ventures as much as you do. 

With a flexible and imaginative approach, we make sure that better future 
always begins with Burgan Bank. because we're here today, working for it. 


stronger than ever. 


Burgan Bank 
Ahmad Ai Jaber Street. Tel: 


2439000 (20 lines), 


Fax No.: 2461148, Cable: BURGANBANK, Telex: BURGANBANK KT. 


General: 23309, 22730. 22762, 23105, 231706. 
Dealing Room: 23132, 23159, 23163. 
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Working for a better future 


AVIATION 


| fully operational in September. 





Dialling to 
the Sky 
irline passenger traffic in the 
Middle East will grow paced 
cally in the next 20 years, 
creasing by 180% coe » 
aviation industry assessments, with the 
major growth occurring in flights to and 
from Asia and the Pacific Rim. 
To accommodate the increased vol- 
ume of traffic, spending on aircraft by 
the region's international airlines is pre- 
dicted to soar to something in the region 
of US$27 billion by 2010. Within the 
next 10 vears alone, orders are expected 
to reach US$10 billion and recently 
announced orders already account for half 
that sum. 
Gulf Air. owned jointly by the GCC 
states, Kuwait Airways and Dubai's Emir- 
ates, all have orders for new aircraft. Gulf 
Air has ordered two Boeing 767-600 
EKs and wants two more, while taking 
delivery of 12 Airbus Industrie aircraft 
over three years. Kuwait Airways awaits 
delivery of five A300-600ERs three 
A320-300s and three A320s. 
Emirates plans to triple the number 
of passengers carried to 5 million by the 
year 2000. From 1996 Emirates will 
begin to take delivery of the first of seven 
Boeing 777s it has ordered. This month 
it increases the frequency of its flights 





| into Hongkong and Singapore from six 


a week to seven. The airlines puts its 
marketing emphasis on its inflight serv- 
ices, for which it has won 41 intema- 
tional awards. 

Last year the airline became the first 


| | carrier in the world to provide a Personal 


Video System (PVS) on every seat in all 
aircraft configured in three classes. This 
vear it has received the world's first Airbus 
that is equipped with satellite telephone 
communications systems (Satcom), that 

will enable passengers to make telephone 
calls in mid-flight. 


The A310-300R, Emirates twelfth. 


Airbus, was specified for the adaptation 
of Satcom drawn up by the Emirates en- 
gineering team, who coordinated the 
project with Airbus Industrie, Honeywell 
Inc. of the US, GEC Marconi of Britain 
and Dassault of France. 

Emirates expects to have the system 
Emir- 
ates will offer facilities for cordless phones 
and, eventually, facsimile services. These 
will be operational with major credit 
cards. € 
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Asia continues to be the fastest growing region in the world, and the next decade will see the 
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region spending more on capital investment than ever before. 


I, the July 22nd issue, Review journalists from around the region will report on the money 
markets that are vital to supporting this growth in 


Capital Markets. 


To place your advertising reservation or for more information, please contact your local Review 


representative OT: 
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heck the list of exhibitors at 

Computex, Taiwan's annual per- 

sonal computer show, and you will 
recognise only a few names. Run your fin- 
ger down the list of buyers attending the 
show, though, and you will see representa- 
tives from many of the world’s best-known 
personal computer companies. 

Each June, buyers descend on Taipei to 
place orders for components such as moni- 
tors, keyboards and power supplies, of 
which Taiwan is the world’s largest pro- 


ment-manufacturing (OEM) 
companies will subsequently in- 
tegrate these components into 
personal computers for sale un- 
der their own brands. 

This year, Computex fea- 
tured an exception to the rule. 
Touting for business along with 
the no-names was IBM, the best- 
known brand of them all. Still 
more surprising is Big Blue's 
target. The company is shooting 
for a share of the mother-board 
market, perhaps the most cut- 
throat sector in the personal 
computer industry. 

Mother-boards are the bare 
bones of a personal computer. 
The dark-green fibreglass rec- 
tangles mount rows of empty 
sockets connected via silk- 
screened filigrees of copper and 
silver. Computer makers flesh out mother- 
boards by plugging in components such as 
microprocessors and memory chips as well 


| as add-on daughter-boards capable of 


faxing and local-area networking. 

Mother-boards for IBM personal compu- 
ter clones have become a Taiwanese speci- 
ality. Last year, the Taiwan Government's 
Institute for Information Industry says, the 
island produced nearly 6 million mother- 
boards, or almost two thirds of total world 
production. 

After monitors and personal computers, 
mother-boards are the Taiwanese electron- 
ics industry’s third-largest category by pro- 
duction value. The Institute for Informa- 
tion estimates that this year’s production 
of mother-boards will increase 18% from a 
year earlier to nearly US$1 billion. 

Industry almanacs in Taiwan list 150 
mother-board makers, the majority of 
which are small and medium-sized com- 
panies. But as margins shrink and cash 
flow becomes a major problem, many of 


By Bob Johnstone 


these companies are either getting out of 
the business or going bust. 

It is no accident that the island's top 
mother-board maker is First International 
Computer, an affiliate of Formosa Plastics, 
one of Taiwan's largest companies. 
Through this connection, First International 
gets cheaper components, as Formosa Plas- 
tics is a major supplier of printed circuit 





IBM makes its pitch for the components business. 


boards. The company also has continuous 
access to its parent's deep pockets. 

Cheaper components and a solution for 
cash-flow problems are also two prongs of 
IBM's OEM strategy. The lack of scale of 
companies in Taiwan means they rank low 
on component vendors' priority lists. New 
parts such as microprocessors go first to 
big customers; allocations to buyers in Tai- 
wan are often limited. 

In this system, big customers such as 
IBM get all the components they need. “IBM 
has very strong procurement power,” says 
Samuel Hsieh, manager of OEM develop- 
ment at IBM Taiwan. As a result, “our ma- 
terials costs are the lowest.” 

Component purchases block a com- 
pany’s cash flow. From the placing of an 
order for a key component to the sale of a 
product that incorporates it takes at least 
two months. During this time, precious 
cash is tied up in the form of letters of 
credit, generating no revenue or profit. 
“But if [customers] purchase from IBM,” 
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Breaking the Rules 


Hsieh argues, “those two months are sud- 
denly free” for productive investment. 

In their need to reduce costs, Taiwan's 
mother-board manufacturers have basi- 
cally two choices. They can either turn to 
highly automated manufacturing or move 
their manufacturing to countries where la- 
bour is cheap. 

Now, IBM is offering the companies a 
third alternative, one which enables them 
to quit manufacturing altogether and con- 
centrate on their strength, design. The US 
company boasts state-of-the-art 
manufacturing facilities in sev- 
eral countries, allowing it to 
produce and deliver wherever 
required. 

IBM also has a unique edge 
against rivals: a licence to 
manufacture its own versions of 
Intel Corp. microprocessors. 
These chips include a souped- 
up 386 processor that, unlike 
Intel’s versions, comes with in- 
ternal memory. The 386 chip is 
now being used in place of 
more expensive components, 

Given that the processor ac- 
counts for 25% of the cost of a 
personal computer, this repre- 
sents a considerable saving. 
Even minus the processor, 
Hsieh says, IBM can still trim 
US$20 off a standard personal 
computer “baby AT” board, a 
huge reduction for a product priced at 
about US$70. 

IBM established its OEM division in 1992. 
Initially, it had problems adjusting to the 
freewheeling style of this kind of business. 
For example, attempts to persuade custom- 
ers to sign non-disclosure agreements — 
normally, a sine qua non of doing business 
with IBM — were met with derision and 
were quickly abandoned. 

IBM hopes this new flexibility will win 
customers. The only deal announced so far, 
however, is a US$3 million contract with 
little-known National Advantages Compu- 
ter. According to OEM companies at 
Computex, IBM has yet to make its pres- 
ence felt. ^We don't feel pressure from 
IBM," says Gina Yang of Jamicon, a mother- 
board maker that has moved its manufac- 
turing to China. 

Bernie Tsai, general manager of mother- 
board marketing at Acer, adds: "Taiwan- 
ese OEMers are so aggressive. | don't know 
if IBM can be successful in this business." 8 
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When you face the future... 





it’s good to have someone beside you. 


It’s not easy being in business today. 

So, when you hit the rough spots, it’s good to have an 
experienced partner beside you. 

Today, IBM is more ready than ever to be that 
partner for you. We've developed new services to help 
you meet the unexpected with confidence. And we're 
flexible enough to adapt to the way you work. 

As you face the future, it is important which 
direction you go. But it’s even more important who goes 
there with you. 


For a brochure describing how IBM can help your business become 
more competitive, please fax a copy of your business 

card to (852) 889 4487 or write to: 

IBM World Trade Asia Corporation 

Marketing Communications Services 

GPO Box 105, Hong Kong 
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Were with you all the way 
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AGRICULTURE 


New, wel varieties of traditional crops could help 
restore India’s flagging farm productivity. But foreign imports 
are an emotive issue, as seed merchant Cargill knows. 


By Hamish McDonald in Bangalore 


s he prepared to greet 1993, John 
Hamilton had good reason to feel 
satisfied about his company’s pros- 
pects. Cargill Seeds India had capped its 
fourth year in Bangalore, the southern capi- 
tal of India’s hi-tech industries, by bringing 
its first products to market. They were 
packets of sunflower and maize seeds, and 
the response from Indian farmers had been 
good. 

His mood was soon shattered. On 29 
December, Hamilton, Cargill's managing 
director, heard his receptionist shout: 
"John, some people are here.” Within sec- 
onds, the office was filled with scores of 
Indian protesters. They surrounded Ham- 
ilton's staff, broke open filing cabinets and 
started throwing records and computer 
disks out of Cargill's third-floor windows. 





"| took a swing at the first one or two," 
says Hamilton, a burly Australian who 
once ran a cattle ranch in Queensland. 
“Then I looked and saw how many were 
pouring in and realised it was pretty point- 
less." 

By the time the police arrived, the at- 
tackers — from the Karnataka State Farm- 
ers Association — had wrecked the office. 
The reverberations, however, went far be- 
yond Bangalore. At a time when India is 
trying to attract foreign investment, the 
attack had an unwanted symbolism. The 
Cargill incident has also become enveloped 
in a wider dispute about the role of foreign 
seed companies in India, and about the 
policies needed to revive the country's 
farm-productivity growth. 

Cargill Seeds is an offshoot of the huge 
US commodities trader and food proces- 
sor, Cargill Inc., which has annual sales of 
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i a" soode of Discord 


US$50 billion and employs 62,000 people 
worldwide. America's largest privately 
held corporation, it is no stranger to con- 
troversy in India (see next story). 

Through its seed subsidiary, Cargill is 
one of several foreign companies compet- 
ing to supply Indian farmers with high- 
yielding crop strains. These could help 
boost India’s agricultural productivity, 
which has begun to level off after a 20-year 
growth spurt. But the issues are obscured 
by a longstanding Indian economic nation- 
alism that mistrusts foreign firms, as well 
as by newer concerns about the copyrights 
applicable to seed technology. 

Indian politicians, press commentators 
and academics reacted with barely re- 
strained glee to the raid on Cargill's offices. 
Many appeared to regard it as a case of a 
multinational (and an American one at 
that) getting its come-uppance. 

Few challenged claims by former col- 
lege professor M. D. Nanjundaswamy, 
leader of the Karnataka farmers’ associa- 
tion, that foreign seed companies are aim- 
ing to capture commercial ownership of 
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India’s agricultural gene stock and then 


squeeze farmers with high prices for seeds. 
They would be aided towards their goal, 
he claimed, by a patent regime forced upon 
Third World countries as part of a Gatt 
accord on global trade. (Outgoing Gatt 
director-general Arthur Dunkel has pro- 
posed extending intellectual property 
rights (IPRs) to, among other things, plant 
varieties and micro-organisms.) 

For its part, Cargill has fought hard to 
protect its seed rights. It negotiated for five 
years with New Delhi to obtain majority 
ownership of its Indian venture before set- 
ting up in 1988. 

"We were fully aware that we would 
be operating in an environment where 
there was not only no protection for IPRs, 
but where there was a zealous climate of 
opinion supporting the illegal acquisition 
of the other party's property," says E 
ton. "The theft of genetic material is 
serious issue in the Indian seed lust 

Most thefts involve farmers 
diverting seeds sent to them for 
trial. Cargill has battled numer- 
ous such attempts, but it had 
not foreseen violence as well. 
Prompted in part by a US dip- 
lomatic protest, the local au- 
thorities have arrested a dozen 
people alleged to have taken 
part in the attack. The lobby of 
Cargill's offices, meanwhile, is 
now protected by double iron 
grills and wary security guards. 

Business is booming never- 
theless. Cargill expects to sign 
up about 4,000 farmers as seed- 
growers this year, compared 
with 2,2700 in 1992. In the 12 
months to 31 May, its first fi- 
nancial year to include sales, 
revenue was Rs 48 million 
(US$1.5 million) — half of it re- 
ceived in the final month. This 
was an impressive start in an Indian seed 
market worth an estimated Rs 10 billion. 
Cargill competes with Indian private and 
public-sector seed producers, as well as for- 
eign firms such as Pioneer, Sandoz, Dekalb, 
BAT, ICI and Continental Grain. 

Promotion of new, high-yield crop vari- 
eties is one of a battery of measures that 
are being employed to revive farm produc- 
tivity growth. Others include more-etfec- 
tive irrigation, storage, fertiliser use and 
soil conservation, as well as more selective 
use of farmers' credit. Big gains, however, 
are only likely to happen when India alters 
its highly interventionist farm policy. 

The hub of this policy is a government 
food bank called the Public Distribution 
System. This buys large stocks of staples 
like rice and wheat from farmers and sells 
them to the public at subsidised prices. 
Such sales are conducted through licensed 
ration shops that are supposed to target 
..the d and under-nourished. 





Until 1990, government purchase ptices 
tended to be set above those in the local 
market, so farmers thought they were get- 
ting a good deal. In addition, they were 
exempt from income tax, and paid highly 
subsidised prices for inputs like water, elec- 
tricity and fertilisers. 

More recently, though, perceptions 
began to change. For one thing, prices were 
depressed because the Indian market was 
fragmented. For example, until the policy 
was changed in March this year, a Punjab 
wheatbelt farmer was not allowed to truck 
his wheat down to Delhi or other places 
where prices were higher. Exports were 
also banned, but farmers gradually realised 
that world prices were far higher than 
those paid by the government. This was 
true even when the subsidies were added 

on — meaning that while India portrayed 
its farmers as cossetted national icons, it 
was actually a net taxer of farmers. 

Nor were the ration shops helping In- 


Levelling Off 








dia’s poor much. Most were concentrated 
in the four metropolitan cities (New Delhi, 
Bombay, Calcutta and Madras) rather than 
the arid hill country of central India where 
food shortages frequently occur. Ration 
cards have meanwhile come to be a mid- 
dle-class identity card, obtained by politi- 
cal patronage instead of a means test. A 
Delhi citizen will use one as proof of resi- 
dence when he takes out Citibank finance 
on a new Maruti car, and let his servants 
use it to buy their rice, cooking oil and 
kerosene cheaply. 

As a result of these and other issues — 
slower yield growth and decreasing farm 
size — farmers have become more vocal 
about prices. The Karnataka State Farmers 
Association is just one of several populist 
farmers' movements that have tapped this 
discontent and become important political 
forces. 

The government, anxious to maintain 
food self-sufficiency in the face of a rising 


püpulatios, ud a new agria itu 
policy earlier this year. Since March, fal 
ers have been allowed to sell their produ 
anywhere in India. (So far, however, th 
has not created a great jump in prices be- 
cause successive good monsoons have left 
markets well supplied). In addition, the = 
prices at which the public distribution sys- . 
tem buys from farmers have been raised ` 
sharply, and ration entitlements are to be- 1 
better targeted to the genuinely poor, E 
Another part of the plan is to cut subsi- - 
dies on water, power and fertiliser, thus 
enabling the government to concentrate its 
farm spending on providing infrastructu 
such as irrigation canals. The private 
tor, meanwhile, is to be encouraged to set- "m 
up processing and distribution ventures.. 
Commerce Minister Pranab Mukherjeehas ` 
talked of an export-oriented farm sec 
that might earn India US$5 billion ay ye e 
The main criticism of the new ` 
has been that it is too vague. Thi is is 
surprising, given that the 
= net itself is divided on some: 
E the main issues. Agriculture - | 
_ Minister Balram Jakhar, a pow- p 
erful figure in the Narasimha 
Rao administration, trumpets 
the higher prices given to farm- `; 
ers, but is fighting Finance Min- 
ister Manmohan Singh tooth- 
and-nail against the removal of 
subsidies. . : 
In the latest bätte, deci ! 
at a cabinet meeting on 11. 
June, Jakhar won an extensiGi SL 
of subsidies on phosphatic and 
potassic. e that wii add 
Rs 76 

























5% of coh ut ne year id net 
March. ^s 

Such diwd ‘has left te 
field open for populist leaders | 
to press unrealistic demands and accusa- 
tions. The Karnataka farmers’ Nanhmdaé 
wamy, who has a seat in the Karnatak 
state assembly, is unrepentant about th 
attack on Cargill and is still receivin 
ample press coverage for his increasingl 
bizarre allegations against foreign seed 
firms. The Deccan Herald quoted him on 8. 
June as accusing the Rao government. of 
taking bribes from the foreign seed giants: 
to accept patent provisions under Gatt. He. 
was also quoted as claiming the US was 
collecting human genetic material with the. 
aim of destroying racial diversity. 

New Delhi has only recently sought to 
dispel public ignorance about Dunkel's 
proposals for a Gatt accord. Commerce: 
Secretary A. V. Ganesan and others point 
out that smaller trading nations (India ac- 
counts for only about 0.5% of world trade) | 
can only benefit from a reinforced multilat- 
eral trading regime. Dunkel's. proposals, | 
they add, do not insist on is of. 

















VIETNAM 


A constant flow of good 
information is essential. 





“Opportunities 
can stare you 


5 in the face 
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| one day...and 
j blow up in your 
m lace the next." 


Vietnam today represents one of the most exciting business 
opportunities of the decade. Many talk of it being more promising 
than China. None talk of it as being easy. True to form, the Far 
Eastern Economic Review recognised the potential mE 
early and is the only international publication with EENO 
o o sj Expanding 

a permanently manned bureau in Vietnam. A constant [therice bow! i 
flow of invaluable information is now generated | iiie | 
through the knowledge and intimate contacts of | Wagga 

Review correspondents. This often vital information | vé | 
on Vietnam is unavailable through any other sources. Beeeseeeemcmcmadl 
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executive 
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As one of Asia’s leading hotels, 
Tawana Ramada Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what’s going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 
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seeds at all — countries like India would 





| be able to operate their own systems of 


protecting commercial proprietary rights. 
Ganesan says India plans to do just that, 
and that both foreign seed firms and do- 
mestic institutions such as the Indian 
Council of Agricultural Research will ben- 
efit. Such a move would not allow 


| patenting of naturally occurring genes or 


micro-organisms, because these are discov- 
ered, not invented. But under the Rio de 
Janeiro convention on biodiversity, India 
can retain rights to its own gene stock, offi- 
cials say. In any case, Cargill and others 
have so far dealt only in imported species 


| such as maize and sunflower, which come 





from the Americas, and sorghum, which is 
from Africa. 

Ganesan also debunks claims that pat- 
ent provisions would prevent farmers who 
buy proprietary seeds from retaining part 
of their crop as seed or swapping seeds 


| with neighbours. The only bar would be 


Dispute Stalls 
Salt Project 


Located in the armpit of India's north- 
west coast, Gujarat state's Gulf of Kutch 
is a steaming-hot region of mangrove 
swamps and mudbanks — hardly any- 
one's idea of desirable seaside property. 
Yet a proposal by Cargill Inc. to turn its 
tidal mud-flats into an export enterprise 
has become another rallying point for 
opponents of foreign investment. 

Cargill wants to lease 6,000 hectares 
of intertidal land at Kandla Creek, op- 
posite a bulk-handling port which 
serves the northwest hinterland. Here, 
it plans to set up a US$25 million salt- 
evaporation complex. The operation 
would produce salt exclusively for ex- 
port to East Asia, bringing India earn- 
ings of about US$10 million a year and 
employing 1,500-3,000 people. 

Even so, protests are building up. 
Recalling the 1930 "salt march" that Ma- 
hatma Gandhi led to the Gujarat coast 
to break a British-enforced government 
salt monopoly, socialist MP George 
Fernandes has threatened a new mass 
protest if Cargill is allowed to go ahead. 
"We do not need the Americans to 
make salt in our country," he said re- 
cently. 

The salt project is one of several ven- 
tures the US agri-business giant has in 
mind for India following the start-up of 
its Bangalore seed company. Others in- 
clude a US$30 million citric-acid plant 
and a processing complex for animal 
feed, corn and oilseeds. Cargill's grow- 
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against resale. However, this question is 
largely academic. Yields from new strains 
fall dramatically in the second generation, 
making farmers captives of their seed sup- 
pliers for new stocks of hybrid. 

Nor should the higher prices of com- 
mercially produced seeds prove a barrier. 
Anwarul Hoda, the Commerce Ministry's 
senior Gatt negotiator, notes: “There is no 
compulsion on the farmer to buy the im- 
proved variety. As far as the higher price is 
concerned, if the farmer feels the additional 
yield justifies it, then only will he buy.” 

Cargill’s Hamilton says his company 
has no plans to patent its seeds even if In- 
dia makes it possible. “I would do nothing 
to change my way of doing business be- 
cause nothing needs to change,” he says. 
“In this business, obsolescence occurs after 
three years. Our research almost guaran- 
tees we will have a better product within 
that time. It would take far longer to obtain 
a patent.” E] 


ing interest in India was demonstrated 
by a visit this January by Whitney 
McMillion, Cargill's chairman and chief 
executive. 

When Cargill first proposed the salt 
project last July, New Delhi's foreign- 
investment bodies gave it immediate 
approval. But since then Cargill has met 
stiff opposition, chiefly from the Kandla 
Port Trust, the authority in charge of 
the Kandla Creek region. The trust cited 
a hydrologist's report which said that 
enclosing the land sought by Cargill 
would reduce tidal flows in the creek 
and increase siltation in the port chan- 
nels. The port authority has so far re- 
jected Cargill's proposal for a study by 
an independent research body. 

But New Delhi seems to have little 
direct control over the port trust, and 
may have to introduce new legislation 
to allow Cargill to build a private jetty 
in the port area. Cargill has looked at 
alternative sites in the Kutch region, but 
has hinted that with world salt demand 
easing because of Japan's recession, it 
may lose interest unless it is allowed at 
least to study Kandla in more detail. 

The case, meanwhile, exposes a flaw 
in the Rao government's idea of giving 
prompt, one-stop approval to foreign 
investment proposals. After getting the 
green light from one of the three chan- 
nels — the Foreign Investment Promo- 
tion Board, the Secretariat of Industrial 
Approvals and the Reserve Bank of In- 
dia — would-be investors find them- 
selves passed on down to sectoral au- 
thorities where the real bureaucratic 
scrutiny starts. There, they find the top- 
level approval does not count for much 
at all. m Hamish McDonald 
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Backs to the Wall 


Japan’s public-works bid-rigging draws increasing fire 











By Louise do Rosario in Tokyo 

or decades, Sukemasa Uera was the 
F indispensable link between Japan's 
politicians and its construction indus- 
try. As honorary chairman of contractor 
Tobishima, Uera allegedly channelled bil- 
lions of yen to ruling-party kingpin Shin 
Kanemaru in exchange for public-works 
contracts. Kanemaru resigned disgrace last 
year, and the 85-year-old Uera is stepping 
down this month as the result of a grow- 
ing public outcry against corruption. 

Uera may be going, but the Japanese 
system of public-works bid-rigging, known 
as dango, is alive and well. The country's 
half-a-million construction firms continue 
to lobby politicians and bureaucrats for the 
trillions of yen in such projects awarded 
each year, breeding corruption, excluding 
foreign bidders and driving up construc- 
tion costs. 

Critics, especially the US, have long pro- 
tested, but with little success. “Some sym- 
bolic fines would be levied and everybody 
would be more careful, but go back to the 
same old habit later," says Mark Brown, a 
construction analyst at Barclays de Zoete 
Wedd. 

But things may be changing, at last. 
Sparked largely by the Kanemaru scandal, 
there is an unprecedented level of domes- 
tic outrage. And there is growing interna- 
tional pressure, particularly from the US. 
Indeed, access to public-works projects is 
fast emerging as a key battleground in the 
longrunning trade war between Japan and 
the US (see story on page 67). 

Washington is growing impatient with 
the limited progress in opening Japan's 
construction market. US Trade Representa- 
tive Mickey Kantor has given Tokyo until 
30 June to rectify the situation. Under an 
administration that apparently wants re- 
sults-determined trade, Washington is ex- 
pected to press for a specific share of the 
market, going beyond the old approach of 
merely seeking greater transparency. 

The Japanese news media are adding to 
the pressure, carrying harsh editorials call- 
ing for an end to an institution that to 
many symbolises what is wrong with Ja- 
pan. The Nihon Keizai Shimbun, the leading 
financial daily, says dango is “stealing 
money from taxpayers” and “a rejection of 
economic justice.” 

In March, Kanemaru was charged with 
evading taxes on up to ¥600 million 
(US$5.6 million) provided by construction 
firms during the 1989 upper-house elec- 
tions. The Japanese public has seen for the 
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Kantor gives Japan a deadline. 


first time in detail how the industry bank- 
rolls political careers. Public fury is at such 
a height that some local governments have 
vowed to ban implicated contractors from 
bidding. Battered by the Kanemaru scan- 
dal and a split among its factions, the rul- 
ing Liberal Democratic Party (LDP) stands 
a chance of losing its majority in the lower- 
house election due by February, weaken- 
ing the dango system that is an essential 
part of its campaign machinery. 

"Once every 10 years, there is a big 
media campaign against dango, but critics 
were concerned about fair business oppor- 
tunities only," says Tokunosuka Hase- 
gawa, executive director of the Research 
Institute of Construction and Economy. 
"This time, there are two new elements: 
the Kanemaru scandal reveals the political- 
economic structure [imbedded in the 
dango system]. Also it has become an in- 
ternational problem. Both the Ministry of 
Construction and contractors know they 
have a serious problem." 

"Now is a good time to introduce 
changes because of the strong external 
pressure," says Hisakazu Kiyooka, author 
of a book about dango and managing di- 
rector of Shintoshi Corp., a construction- 
consulting firm. "Japan can't continue with 
this system. As it is now, Japanese firms 
are able to work in the US market, but not 
the other way. It’s not fair." 

The Kanemaru affair has prompted 
public apologies by involved firms and 
new bidding guidelines by the Ministry of 
Construction. The Fair Trade Commission 
has raided 30 construction firms in 
Yamanashi prefecture, Kanemaru's home 
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and a locale notorious for dango. But scep- 
tics say these gestures will do little towards 
ending a practice that has become an 
essential part of Japan’s power structure. 

“The Yamanashi raid was a big show 
done for television cameras,” says an ex- 
ecutive of a Tokyo-based foreign contrac- 
tor. As for the new guidelines, he says, 
“what they offer is just common sense.” 

The status quo represents a rather cosy 
arrangement for a triad of vested interests. 
For politicians, the construction industry — 
employing 6.2 million people and account- 
ing for 20% of GNP — means votes and 
money. “Dango firms provide cars, tele- 
phones and even offices to politicians dur- 
ing election time,” says Kiyooka, who says 
he left contractor Toda Corp. out of disgust 
at dango. Aspiring LDP politicians fight to 
join the construction zoku, the “tribe” of 
politicians specialising in the industry's 
affairs. 

Bureaucrats, meanwhile, are rewarded 
upon retirement for not rocking the boat 
— either by assurance of construction- 
industry jobs or with political careers. Of 
the LpP's 380 parliament members, 17 are 
former officials of the Ministry of Construc- 
tion. 

Construction firms like dango because 
it assures that every insider eventually gets 
to build a publicly funded bridge, dam or 
building. When a dispute arises over who 
gets what, powerful industry figures such 
as Uera step in to mediate. To divide the 
spoils, contractors meet to discuss bids 
regularly in dangoya, premises where bid- 
rigging is discussed. In one case exposed 
by the Fair Trade Commission in 1991, 
dango executives of 48 construction com- 
panies, calling themselves "The Saturday 
Club" met regularly in coffee shops in 
Saitama, a Tokyo suburb. 

Dango money is estimated to total 1-3% 
of a typical contract. Whether it is the 
Kansai International Airport or a small- 
town river-dredging project, no contractor 
can expect to win a public project without 
greasing somebody's palm. 

(In Yamanashi, where dango ran with 
clockwork precision under Kanemaru, a 
construction firm which supported his 
local protege politician to win three terms 
of office saw its sales grow from Y300 mil- 
lion a year in 1979 to Y5 billion in 1991, the 
Nihon Keizai Shimbun recently reported.) 

This golden triangle, however, has no 
place for taxpayers, who merely foot the 
bill for the high construction costs caused 
in part by bribery and the lack of competi- 
tion. 

"When I was in the US between 1963- 
65, construction costs in Japan were only 
half of that of the US'," says Kiyooka. 
"Now, they are two or three times more 
expensive than in the states." 

Also excluded are foreign firms. Despite 
the 1988 Major Projects Agreement (MPA) 
between Tokyo and Washington, intended 
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to open the Japanese market, there is still 
“an inner wall . . . of dango [and other 


barriers]," notes the US Chamber of 


Commerce in its 1992 report. Of the esti- 
mated 31 projects covered by the agree- 
ment so far, US firms took only a 2% share 
— or a dismal 0.02% of Japan's total con- 
struction market. Other foreign firms re- 
ceived less. 

Mitsuhiko Fukutomi, a deputy director 
at the Ministry of Construction, expressed 
surprise at Washington's latest shift. “The 
ongoing MPA talks are done on the 
premise that both sides will respect the 
domestic situation of the other country. 
We have been getting to know each other 
better. It's very regrettable that Kantor is 
suddenly calling for a new kind of nego- 
tiations.” 

Aside from demanding a numerical-tar- 
get market share, analysts say, the US may 
press for the abolition of Japan's so-called 
designated bidding system, the main vehi- 
cle for dango. Dating back half a century, 
the process was designed to prevent excess 
competition and exclude the yakuza, Ja- 
pan's mafia. 

Under the system, the Ministry of Con- 
struction invites 10 construction groups to 
bid for a major project. It chooses the 10 
according to undisclosed criteria, and con- 
sultants with close ties to contractors as- 
sess the bids. Builders lobby politicians and 
bureaucrats to make the list. Once in, they 
take turns winning projects. 

Fukutomi of the Ministry of Construc- 
tion says an open, free-for-all bidding sys- 
tem is out of the question. "Every country 
has its own tendering system consistent 
with its history and social structure," he 
says. "Our way is not perfect, but we're 
working to improve it." 

An American construction executive 
says getting Tokyo to change this selection 
method may be more difficult than simply 


demanding more contracts for foreign | 


firms: "Tokyo's approach to date is, ‘Tell 


us what you want, and we'll give you that | 


amount.' That's how they split up the mar- 
ket themselves." 

Hasegawa says dango stems not from 
the tender system, but from a deeper cul- 
tural stress on harmony that values long- 
term relationships between client and sup- 
plier. Indeed, dango and price-fixing is 
common in most industries, he claims. AI- 
though the Fair Trade Commission rou- 
tinely exposes price cartels, its power to 
prevent them is limited. Fines are low and 
criminal prosecutions are rare. 

A more powerful agent for change may 
be external pressure, particularly by the 
US. "Foreigners can play a purifying role 


in the system," says the American contrac- | 


tor. “If we succeed in making changes [to 


dango], the reverberations will be felt by | 


the rest of the system. It is the key to un- 
ravelling Japan's closed, exclusionary busi- 
ness system." “u 
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Stripped of Power 


Philippine electricity crisis hits small firms the hardest 


By John McBeth in Manila 





Q: What did the Philippines use before 
candles? 
A: Electricity. 


— Makati Business Club's magazine 
ast March, Philippine Energy Secre- 
F tary Delfin Lazaro called together the 
major consumers of Gardner 45GG, a 
Manila Electric Co. (Meralco) circuit in the 
southern suburb of Alabang. During a sub- 
sequent five-hour conference, he told them 
they had been chosen to participate in a 
pilot programme for Operation Zero 
Brownout, which would reward a 20% en- 
ergy savings one week with a brownout- 
free week the next. 
Why Gardner 45GG? Perhaps because 





Every trader's friend is a generator. 


it includes the family home of President 
Fidel Ramos. Whatever the case, the 100 or 
so small factories, supermarkets, restau- 
rants and government health offices there 
turned off air-conditioners and minimised 
use of other appliances. But two months 
later, they still do not know how they per- 
formed, or whatever became of the pro- 
gramme. And the brownouts now extend 
from 11 a.m. to 7 p.m. each working day, 
two hours longer than in March. 

Meralco senior vice-president Jesus 
Francisco says Gardner 45GG was a poor 
choice because the very size of its mixed 
industrial and residential population made 
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monitoring difficult. 

But the selection may have been a fit- 
ting one after all. Gardner 45GG is replete 
with the sort of small businesses that have 
been hit hardest by Luzon Island's long- 
running power crisis. Firms have suffered 
huge production losses and have been 
forced to lay off workers. Foreign custom- 
ers have taken their business elsewhere. 

Moreover, the crisis looks likely to drag 
on far longer than officialdom cares to ac- 
knowledge. Lazaro and other officials who 
once predicted an end to the crisis this year 
now talk more about power plants to be 
commissioned in 1996 — indicating that 
the brownouts, though less frequent, are 
likely to persist. This realisation is sinking 
home among small businesses: generator 
imports in the first two months of 1993 
were up 63% from a year earlier. 

The power grid on Luzon, which in- 
cludes Manila, suffered shortages on 86 of 
the 90 days in the first quarter of this year, 
and things look little better in this quarter. 
The president of the country’s largest la- 
bour union has reported the highest unem- 
ployment rate in Metro Manila in 50 years. 

Energy-saving measures can cover defi- 
ciencies of up to 350 megawatts, but for the 
last two months Luzon's shortage has to- 
talled 1,000 MW or more — the worst since 
the power crisis began back in early 1990. 
On occasion, up to 15 of the island's 40- 
odd National Power Corp. generating units 
have been out of service simultaneously. 

For small companies especially, the 
shortfall means havoc. One of the Alabang 
firms targeted in Lazaro's programme was 
Boie Inc., a family owned pharmaceutical 
company. Unable to work around the ir- 
regular power supply and with production 
losses hitting 20%, general manager 
Gonzalo Gulang decided to install a 
P550,000 (US$20,400) generator that will 
add 40% to his operating costs — but at 
least give his 96-strong staff some peace of 
mind. 

Boie is comparatively fortunate, if only 
because it is backed by wealthy Makati 
businessman Benito Araneta. But not every 
firm has that sort of financial safety net. On 
16 May, with the brownouts causing losses 
that had put him deeply in debt, Calookan 
City garment-manufacturer Mario Malit, 
59 years old, put a gun to his head and 
pulled the trigger. 

Others struggle along as best they can. 
Between early 1992 and March this year, 
Filipinos imported P7.3 billion in generator 
sets, with a combined capacity of 1,500 
MW, helped by duty-free incentives of- 
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fered by the Board of Investment. And 
1,600 firms have joined the Voluntary Load 
Curtailment Programme, under which 
they take their facilities off the main power 
grid periodically each day and operate in- 
stead off their own generators. In exchange, 
the companies get lower power rates and 
accelerated depreciation on their equip- 
ment. 

They will need these concessions: the 
participating firms reported production 
losses of 20-25% in the first quarter of 1993, 
according to a survey conducted by the 
Multisectoral Task Force on Power, the 
Makati Business Club and the Federation 
of Philippine Industries. The industries 
most affected: textiles and garments, iron 
and steel, engineering and metal-working, 
pulp and paper, and pharmaceuticals. 

Manufacturing output, which accounts 
for nearly a quarter of GDP, declined by a 
year-on-year 5% in the first quarter because 
of inadequate power supplies, while over- 
all industrial output fell by 3%. GDP con- 
tracted a year-on-year 0.17% in the first 
quarter, though GNP grew a slight 0.92%, 
largely because of remittances from Filipi- 
nos working abroad. The government has 
cut its GNP growth target for 1993 to 3.5% 
from 4%; most economists expect 1-1.5%. 

Even with 2 million Filipinos working 
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affected sb in Luzon 
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Source: Multisectoral Task Force on Power 
Scheduling; MBC Research 


overseas, unemployment among Metro 
Manila’s 3.4 million workers is at 18.3‘ 
more than twice the national rate. Some 
71,000 workers were laid off in the first 
three months of 1993 alone and another 
1.25 million adversely affected, particularly 
in labour-intensive industries such as tex- 
tiles and microchips. 

Rogelio San Luis, vice-president of the 
Garment Business Association of the Phil- 
ippines, says the export trade, which at full 
capacity would be worth US$2 billion a 
vear, has lost US$600 million in cancelled 
orders over the past year, w hile having to 
shoulder sharply inc reased cost overruns 
in the form of late-delivery penalties and 
overtime payments. He estimates an addi- 
tional US$100 million in potential orders 
was lost to competing suppliers in Sri 
Lanka, Indonesia, Vietnam and China. 
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Some 60% of the textile and garment 
firms responding to a recent Department 
of Trade and Industry survey — which 
could not be conducted by facsimile be- 
cause of the brownouts — reported a de- 
crease in orders ranging from 5-80% of 
their production capacity. They attributed 
the falls partly to exchange- rate fluctua- 
tions, but mainly to power outages. Al- 
though there are no solid figures on how 
much outages have contributed to business 
failures, San Luis notes that three sizeable 
manufacturers have sold out and another 
50 of the association's 250 member com- 
panies have become inactive. 

Some large firms have the resources to 
stick to production schedules, but those 
reliant on small subcontractors are in seri- 
ous trouble. Says San Luis: "Buyers in the 
US don't consider power outages an ex- 
cuse — and we can't really blame them, 
especially when it comes to catalogue items 
that have to be ready at certain times of the 
year in Luzon." 

San Luis, who is also president of AVSL 
Garments, has experimented with three 
shifts to cope with the brownouts at his 
Cavite factory, south of Manila. The facto- 
ry’s 200 employees now work from 5 a.m. 
to 1 p.m., but like Boie's Gulang, San Luis 
has had enough: the company plans to 

purchase a generator likely to 
^N cost more than P1 million. 
Narain Shewakramani, 
whose Esemco Co. supplies 
infant’s wear to the Middle East 
and Europe, says output at his 
factory in Bulacan, north of 
Manila, is down 50% from three 
months ago. In that period, 
brownouts have cut to six hours 
from 10 the daily shifts of the 
plant's 40 workers. This vear, 
he moved part of his enter- 
prise to Dubai, which, among 
other advantages — cheap 
Bangladeshi labour, free-port 
status and proximity to 
Esemco's markets — has its 
own power supply. 

Shewakramani has no plans to buy a 
generator for his Philippine plant. In addi- 
tion to the costs, he says, this would mean 
risking damage to machinery not geared 
for the electricity fluctuations peculiar to 
the cheaper, lower-rated generators that 
small firms tend to buy. 

And what, if the national power prob- 
lem is ever resolved, will happen to the 
tens of thousands of generators now in 
use? Makati Business Club executive direc- 
tor Guillermo Luz says large units could 
be sold to the National Electrification Ad- 
ministration for use on islands not con- 
nected to established grids. The smaller 
sets, however, could become just another 
source of scrap metal. "It's not an invest- 
ment," says San Luis. "It's money you 
throw out." © 
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Read and in the Black 


: East Asian newspapers are freer — to compete 
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| By Mark Clifford in Seoul 


tremere reme erre eis ——————————— Ó—— YAN I SP A A 


ot so long ago, South Koreans knew 
what they would find on the front 
page of every newspaper almost 
aily: a picture of the president. Opposi- 
; ion. Rene, if they appeared at all, were 
<= relegated to the inside pages. 

«That changed when the country's re- 
-. Strictive press law was amended in 1988, 
— allowing new newspapers and more-criti- 
— cal reporting. But a freer press has not been 


2 a more profitable one: well-financed new- 


-7 comers have given South Korea's es- 
_ tablished press barons stiff competi- 
tion for advertising revenue. 
: Much the same pattern is appar- 
. ent in Taiwan, where greater politi- 
cal freedom has spawned a free-for- 
all as publishers scramble for sub- 
^ scribers and advertisers. In the most 
== glaring indication of the desperate 
search for readers, the Liberty Times 
is offering 75 kilogrammes of gold 
— worth almost US$1 million — as 
` a grand prize in a subscriber lottery. 
cc In much of the region, a more lib- 
eral political climate is spurring in- 
creasingly aggressive reporting. 
-= Since 1986, the demise of authoritar- 
ian governments in the Philippines, 
" Taiwan and South Korea has 
spawned feisty newspapers. In Thai- 
land, where the press has enjoyed 
<= relative freedom for years, the repu- 
tation of newspapers was strength- 
ened by their bold reporting during bloody 
anti-government protests in May 1992. 
^... But it is on advertising that East Asian 
^. newspapers prosper or perish, and here the 
- picture is blurred. On the plus side, adver- 
=> tising expenditures are rising throughout 
= the region, as companies try to market to 
.the expanding middle classes. "GDP is 
. growing, and advertising is growing as a 
- percentage of GDP in most countries in 
Asia,” says Peter Phillips, the investment 
©. director of Fidelity Investments. 
a. Surging advertising spending has re- 
sulted in record earnings at most of the 
— publicly traded newspaper companies in 
—. Asia. But new competition, especially from 
<=. satellite television, means that newspaper 
_. publishers will have to struggle to keep the 
- same share of the advertising dollar. 
-—. Some companies are pouring resources 
iO upgrading their operations and into 
he acquisition of new ones. In Hongkong, 
_ South China Morning Post (Holdings) is 
= investing heavily to build the circulation 
pace ce its newly acquired a 

















guage newspaper, the Wah Kiu Yat Pao, in 


the colony and in China. The company is 


also investing HK$300 million (US$38 mil- 
lion) in a new printing facility. 

In fact, just about every company that 
can afford it is buying bigger and better 
presses. Oriental Press, which owns the 
Oriental Daily, Hongkong's largest Chinese- 
language paper, is buying German-made 
presses at a cost of DM 38 million (US$24 
million). The new presses will print two- 
and-a half times faster and use only one 
third the labour of the current presses. In 
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Thailand, the Matichon group has doubled 
its printing capacity since 1990 at a cost of 
US$20 million. 

The result of the heavy capital invest- 
ments in new printing facilities and better 
distribution networks is likely to be a win- 
nowing out of newspapers, much as has 
happened in the US and Europe in the past 
25 years. At the same time, though, the 
well-funded players are expected to con- 
tinue expanding regionally. One of the 
most prominent of these companies is 
South China Morning Post (Holdings), 
which recently increased its stake in the 
Bangkok Post to 15%. 

Singapore Press Holdings is another 
important player in Asia's news-media pic- 
ture. The company's Business Times wants 
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to expand in the region, perhaps by pub- 


lishing a Hongkong edition. Singapore 
Press Holdings already owns 5% of South 
China Morning Post (Holdings). Two Thai 
newspaper groups — Nation Publishing 
Group and Manager group — are among 
others with the means and desire to ex- 
pand. 

Another major news-media company 
with regional aspirations is Malaysia's 
New Straits Times Press. The company is 
in the midst of a politically charged man- 
agement buyout that will see it merge with 
the country's only privately owned televi- 
sion station, System Televisyen Malaysia. 
The new owners are expected to continue 
with plans to establish broadcasting and 
print operations in Thailand and Indonesia 
and to take a stake in a proposed US$250 
million satellite. 

New media — especially satellite tel- 
evision such as Hongkong's StarTV 
— will force change on the news- 
iz paper industry throughout Asia. 
_ Newspapers, especially second-rate 
titles, will have to fight to keep their 
share of the advertising pie. “With 
things like StarTV, print has taken 
somewhat the back seat at the mo- 
ment,” says Mark Ingall, executive 
media director of Bozell’s Hong- 
kong office. 

Look at Indonesia for a glimpse 
of what happens when newspaper 
publishers do not stay competitive. 
Alone among Asian developing 
countries, Indonesian newspaper 
publishers in 1992 saw advertising 
revenue drop while total ad spend- 
ing grew. Newspapers lost ground 
to television, which took 47% of 
total advertising revenue, up from 
34% a year earlier. Newspapers had 
one third of the revenue, down 
from two fifths. 

Even Singapore, which bans most pri- 
vately owned satellite dishes, has been 
forced to change with the times and to al- 
low limited access for Cable News Net- 
work and pay-for-view television channels. 
This opens the possibility of reaching one 
of Asia’s most desirable audiences with a 
new medium. 

The rise in newspaper advertising is 
expected to lag behind overall advertising 
growth. But the process of consolidation 
that is under way should leave the finan- 
cially strong media firms better off. Many 
of the region’s largest newspapers — and 
these are almost all publicly listed firms, 
except in South Korea and Taiwan — are 
forecast to post record earnings in the next 
several years. 

The real challenge for the most profit- 
able companies will be to invest the huge 
amounts of cash that their operations are 
generating. Singapore Press Holdings en- 
joyed a 27% return on equity in 1992. But 
its swelling cash balances are acting as a 
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drag on earnings: parking cash in the bank 
is less profitable than dominating the Sin- 


gapore newspaper market. 


But with competition hotting up, not 
every firm wants to plough profits back 
into publishing. In Hongkong, Oriental 
Press is looking at property investments as 
a way of gaining better returns on its cash 
hoard, which is nearly HK5500 million. 

Oriental Press has so much cash be- 
cause Hongkong’s crowded newspaper 
market, which boasts a dozen major titles, 
is one of the hottest in the region. China’s 
property boom is spurring heavy spend- 
ing on newspaper advertising, partly be- 
cause restrictions on the advertising of 
property and financial services on televi- 
sion have pushed advertisers into print to 
reach Hongkong investors. Bozell's Ingall 
says spending on Chinese properties 
pumped an extra HK$500 million into 
Hongkong 's newspapers in 1992. 

As a result, newspaper advertising in 
Hongkong rose to 31% of total advertising 
outlay in 1992 from 28% a year earlier, ac- 
cording to Asian Advertising & Marketing. 
“If they didn’t have the China property 
market, there would be a shake-up in ti- 
tles,” says Sue Johns, a J. Walter Thompson 
media director. Some of the lesser newspa- 
pers “would just go out of business.” 

While the action is in Hongkong now, 
China is tomorrow’s prize. “Everybody in 
the media business seems to be looking at 
the China market,” says Ron Cromie, gen- 


eral manager of J. Walter 
Thompson China. With 
50% annual growth in ad- 
vertising sales, China “is far 
and away the strongest 
market in the world.” 

Taiwan-based newspa- 
pers have opened talks with 
dailies in China about form- 
ing cooperative ventures. 
South China Morning Post 
(Holdings) is already selling 
both its English-and Chi- 
nese-language newspapers 
in the country. And the 
company has even regis- 
tered the North China Morn- 
ing Post name in prepara- 
tion for a China-based edi- 
tion. 

Selling news, however, 
is not like marketing sneak- 
ers, and a more market-ori- 


ented newspaper industry will have to teniial: bidders foe a station licence, and : 
wait for dramatic political liberalisation in no date has been given by officials. 
China. But most publishers eyeing China ^. There are strong business. reasons. ‘at a double 
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know all too well that political liberalisa- why the Nation's executives should be ae han in 1900-92. when 


tion cuts both ways in their business. 
Where government-sponsored cartels 
have crumbled under the weight of politi- 
cal change, such as in Taiwan and South 
Korea, profits have been under pressure. 
What is good for freedom is not necessar- 


ily good for business. 


24 JUNE 1993 










for a piece of the adve 






id television takes the lio 


FAR EASTERN ECONOMIC REVIEW 


budget 49% of total ad s vend ing: 


. Hus strat ted. There are 28 Thai mewspa-  2* % a an Tt p 
ers and. only. five television ‘stations 1 umbe 






i readers t to choose fem 1. 


63 


BUSINESS 





MEDIA 


Dominance, Submission 


Seoul aims anti-corruption campaign at the press 


By Ed Paisley in Seoul 


ewspaper owner Kim Seung Yoon 

appeared to have sniffed trouble 

when he bought Sylvester Stallone's 
California ranch for US$4.7 million in Feb- 
ruary 1992. But he could hardly have im- 
agined that the purchase would provide 
fuel for a far-reaching campaign against 
South Korea’s newspaper empires. 

Less than two weeks after Kim ac- 
quired the property, he transferred it to a 
key aide in an apparent effort to 
avoid accusations that he had vio- 
lated South Korea's foreign- 
exchange laws. But Kim, who is 
publisher of Seoul’s Kyunghyang 
Shinmun and chairman of the Korea 
Explosives group, ran into trouble 
when news of the transaction leaked 
out in April. 

The ensuing scandal has added 
impetus to President Kim Young 
Sam's campaign to persuade news- 
paper owners and senior staff to 
disclose financial assets and to force 
the industry to report accurate cir- 
culation figures. The threat of a tax 
audit, which no newspaper has 
faced in more than a decade, also 
hangs above companies refusing to 
join Kim's anti-corruption band- 
wagon. 

All three moves could roil the in- 
dustry. Only five of South Korea's 14 top 
daily newspapers had a profit in 1992, ac- 
cording to the Securities Supervisory 
Board. The reason, they say, is that compe- 
tition for advertising revenue is increasing 
from radio and television stations. South 
Korean newspapers count on advertising 
for about 70% of their revenue. 

But union officials argue that news- 
papers earn far more than they report. 
They say newspaper companies often shift 
portions of their earnings into other re- 
lated lines of business or investments at 
home and abroad. The allegations, how- 
ever, are impossible to prove, as the com- 
panies' earnings and revenue figures are 
so opaque as to be nearly meaningless. 
None is listed on the Korea Stock Ex- 
change. 

Advertising-industry executives say it is 
unlikely that so many newspapers could 
be unprofitable in South Korea's Won 2.5 
trillion (US$3.3 billion) advertising market, 
Asia's second largest after Japan. The rea- 
son: advertisers in South Korea are pres- 
sured into buying space in most of the 
newspapers even when they would rather 





target advertisements in a few select out- 
lets. 

"Lack of circulation data has allowed 
the newspapers to group themselves into 
major and minor groups," according to an 
internal report of an advertising agency. 
"Advertisers are expected to utilise all 
newspapers within a group and not to use 
one group to the exclusion of the other. 
The effective penalty for not using all the 
newspapers in a group is negative public- 
ity — in other words, blackmail." 





Seoul newsstand: is there a cover-up on profits? 


Newspaper executives deny that such 
an arrangement exists. "At the moment, 
quoted ad rates are all the same because 
there are no circulation figures" to give 
advertisers, says Lee In Ho, managing di- 
rector of the Hankook Ilbo, one of South Ko- 
rea’s four main dailies. “But actually, they 
are not the same,” says Lee, as advertisers 
are able to bargain for rates because of the 
proliferation of newspapers and other 
news-media outlets. 

There is some truth to this, as growth in 
advertising revenue among television sta- 
tions in the first quarter of this year 
climbed 5.2% from a year earlier against a 
6.4% decline for newspapers, according to 
Nara Communications, an advertising 
agency. Moreover, advertisers are doing 
their own analysis of newspapers’ reader- 
ship levels, which they hope to use in more 
effective rate bargaining. One advertising 
company estimates there are 12 million 
newspaper readers in South Korea, com- 
pared with the newspapers’ own dreamy 
claims of a combined circulation in excess 
of 20 million. The survey also shows that 
most are morning readers 
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Advertisers are beginning to pay at- 
tention to their own surveys. And so are 
newspapers. On 1 April, one of South 
Korea’s premier evening newspapers, the 
Dong-A Ilbo, shifted to a morning sche- 
dule, going head-to-head with two other 
main papers, the Chosun Ilbo and the 
Hankook Ilbo, as well as a handful of less 
popular competitors. The country’s re- 
maining evening business daily, the Maeil 
Kyungje, followed the Dong-A Ilbo to the 
morning run, pitting it against four other 
business newspapers. The last remaining 
major evening newspaper, the Joorng-ang 
Ilbo, is now contemplating a switch to 
morning runs, too. 

Profitable or not, newspaper executives 
say an industry shake-out is on the cards. 
The blood bath is likely to come sooner 
rather than later thanks to President Kim's 
anti-corruption campaign. 

On 14 May, Minister of Informa- 
tion Oh In Hwan asked newspaper 
owners and senior staff to open their 
personal finances to public scrutiny. 
He added that newspapers would no 
longer be immune from tax audits. 
In an interview, Oh said his request 
was “voluntary,” explaining that the 
press, “as upholders of truth in soci- 
ety,” should be the first to step for- 
ward in support of Kim's anti-cor- 
ruption campaign. But Oh minced no 
words when declaring that the suc- 
cess of Kim's efforts to root out cor- 
ruption were far more important 
than "considerations of press free- 
dom." 

This view has journalists con- 
cerned. "The general sense is that 
‘YS’ has a double standard when it 
comes to the newspapers," an union 
official at a Seoul daily says. "One is his 
real push for reform, but the second reason 
is to make his regime strong over the next 
five years." 

Indeed, critics question whether it is 
just a coincidence that the targets of Kim's 
anti-corruption campaign are often politi- 
cal enemies. The Kyunghyang Shinmun, for 
instance, is widely believed to be target of 
a tax probe not only because of the 
Stallone ranch purchase but because it 
failed to support Kim for the presidency 
last year. 

Whatever the reasons, reforms could 
upset the balance of power in the news- 
paper industry. Shin In Sup, head of South 
Korea’s Audit Board of Circulation, says 
the Chosun Ilbo and the Hankyoreh Shinmun 
will participate in a pilot audit this year, 
with other newspapers likely to follow by 
year-end. The disclosure of the financial 
assets of newspaper owners and senior 
staff is also expected. 

“Democracy is a formidable force,” 
Shin says. “When a president is elected by 
a fair and popular vote, his words do carry 
enormous impact.” 3 
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Golden Gambit 


Lavish lottery bolsters Taiwan daily’s clout 





By Julian Baum in Taipei - 2 


he secret of our success is that we 

i give a voice to the people of Tai- 
wan,” says Yen Wen-shuan, presi- 

dent of the daily Liberty Times. "We put 
Taiwan first, but the other two big players 
promote the ‘Great China’ point of view." 
The Liberty Times has a lot to crow 
about. Since moving to Taipei five years 
ago, it has graduated from being just a 
small-town newspaper in central Taiwan 
to a national daily that is muscling in on 
the two leading pro-government newspa- 
pers: the United Daily News and the 

China Times. The 








lures them with a golden offer. 


United Daily News and the China Times 
dominate the market with circulations of 
more than 1 million each. 

Yen likes to draw attention to the Lib- 
erty Times’ reporting and to its populist 
editorial views, which are defined chiefly 
by support of Lee Teng-hui, Taiwan’s first 
native-born president. This position has 
surely helped to bolster readership along 
with the unshackling of the press since 
martial law was lifted in 1988. 

But the Liberty Times’ notoriety has 
come from a well-endowed promotion 
campaign. Lin Rung-san, the newspaper's 
construction-magnate owner, has poured 
about US$20 million into the campaign in 
the past two years. The gambit has raised 
circulation above the 500,000 mark, accord- 
ing to the newspaper's unaudited figures. 

Yen is now trying to capitalise on this 
success by tripling the Liberty Times’ adver- 
tising rates. “We're now the No. 3 news- 
paper in Taiwan,” boasts Yen, who says 
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many of the newspaper's readers are de- 
fectors from the China Times and United 
Daily News. He says the competitors’ circu- 


lations have dropped 30% since their hey- | 


day during the martial-law regime. 


The end of martial law also ended a ban | 


on new newspaper licences and limits on 
numbers of pages. Since then, the world of 
news publishing has seen a nine-fold in- 
crease in the number of dailies. Among al- 
most 300 Chinese-language newspapers, 
most are barely surviving financially, and 
many are sustaining losses. 





Some analysts say the Liberty Times is | 


one of Taiwan’s few financially secure | 
newspapers. The prospering group in- | 


cludes the two pro-government dailies plus 
Kaohsiung-based Commons 
Daily, Taichung-based Taiwan 
Times and Taiwan's leading 
evening newspapers — the China 


est independent newspaper. 
Among the stories in the past 
year that Yen says have helped to 
earn the Liberty Times a solid repu- 
tation are the uncovering of a bid- 


rapid-transit system and a report on 


questions about President Lee’s con- 

trol of the military. Despite this effort, 

| the Liberty Times is most often identi- 

! fied with its splashy lottery. 

In announcing its second lottery for 
new subscribers in April, the Liberty 

Times is offering a first prize of 75 kilo- 


Times Express and the Independ- | 
ence Evening Post, the island's old- | 


ding scandal to construct Taipei's | 


former premier Hau Pei-tsun's meet- | 
ings with army generals that raised | 








grams of gold bars worth nearly US$1 mil- | 


lion. The next four categories of winners 
will take home gold bars in lesser amounts, 


while 20,000 subscribers will win at least a _ 


quarter-ounce gold coin each. Last year's 
lottery offered a Mercedes Benz. 
The drawing scheduled for mid-July 


will be supervised by lawyers and account- 


ants who will assure readers of a fair dis- 


tribution of prizes valued at more than | 


US$7 million. None of the Liberty Times’ 
lesser competitors has such funds to lavish 
on subscription drives, which the newspa- 





per says added more than 200,000 readers | 


in 1992. This year's campaign aims to break 
the 700,000 level. 


Advertising agencies are sceptical of | 


readership claims by newspapers, and the 
news-publishing industry itself openly 
questions circulation numbers. "Every- 


body's bluffing on circulation," a former | 


newspaper publisher says. "Taiwan has no 
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-J Start my subscription for one year. 
Please return the below coupon with your 
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- Change my address. 
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subscription number below and fax or mail 
the coupon to our Hong Kong office. 
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Sub. No. FR 
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Payable in local currencies at the following offices: 


HONG KONG (HKS650) Review Publishing 
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INDONESIA (Rps 143,000) NV Indoprom Co., 
(Indonesia) Ltd., HSAH Division, P.O. Box 2090 
JKT. TILP 801936, Jakarta 10001, Indonesia. 
Tel: (62 21) 809 1928 Fax: 809 2679, 
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Tel: (852) 508 4338 Fax: 503 1549/503 1553. 
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Tel: (82 2) 734 7611 Fax: 720 6505. 
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Tel: (886 2) 371 0310 Fax: 382 1270. 


THAILAND (82.100) Nation Publishing Group 

Co., Ltd., 44 Moo 10, Bangna-Trat Road, Km4.5, 
Bangna, Phrakhanong, Bangkok 10260, Thailand. 
Tel: (66 2) 317 0420 Fax: 317 1409. 


AMERICAS (US$159) c/o Datamovers, Inc., 
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Fax: (1 212) 564 5139, 


AUSTRALIA (A$159) Review Subscription 
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Fax: (44 81) 944 5921. 
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Co., Ltd., GPO Box 160, Hong Kon 
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© national audit ere so no one can tell 


.;. what the real numbers are. " According to 
< a readership poll conducted by Survey Re- 
= search Taiwan, the Liberty Times ranks a 
-. distant fourth place in national readership 
.. among morning newspapers and fifth 
place if evening papers are included. 
s Yen says the Liberty Times earns NT$20 
A -million (US$763,000) on average monthly 
- revenue of NT$120 million. But as with 
other news media on Taiwan, the company 
is not incorporated and no audited finan- 
. cial statements are published. Most of the 
-= island's leading dailies are single-owner 
newspapers, taking advantage of an excep- 
_ tion to the corporations law for news or- 
. ganisations that requires all other compa- 
c. nies to float public shares when they reach 
^. a certain size. | 
-. The chief controversy about the Liberty 
— Times, however, has been its aggressive 
/" spending programme. Media critics con- 
-. cede the lottery may be an effective way to 
.— raise circulation, but they argue that spend- 
-'. ing should be balanced with more atten- 
= tion to the editorial side. 
co c “If they don't improve the editorial 
-. quality, then it's difficult to see the differ- 
=. ence between being a gambling casino and 
-= anewspaper," a former editor of a compet- 
- ing newspaper says of the Liberty Times. 
Adds Warren Chen, head of media ad- 
vertising at Ogilvy & Mather in Taipei: 
- “From an advertising point of view, it's 
good to have a strong third newspaper. In 










- "the past, the China Times and United Daily | 


< =“ News dominated the market. But do read- 
ers really think the Liberty Times is that 
good, or do they just want the gold bars 
.. and the Mercedes Benz?" 

/ ^ The Liberty Times has also benefited 
== from a campaign begun late last year by 
. ; university professors and pro-independent 
.. activists to boycott the United Daily News, 
= >the most politically conservative of Tai- 
-= wan's major dailies. The boycotters began 
attacking the United Daily News’ pro-China 
< —and pro-unification views after President 
^ Lee criticised the newspaper at a 
^ Kuomintang meeting last year. 

^. The boycotters say they have reduced 
the United Daily News’ circulation by 20% 
and have diminished the newspaper's ad- 
vertising revenue by encouraging com- 
panies to withdraw their advertising sup- 
port. The newspaper has taken the boy- 
cotters to court over the issue. 

~ Other pressures on the newspaper busi- 

ness could come from a reform-minded 
. legislature. Lawmakers sympathetic to the 
" campaign against the United Daily News 
have proposed removing the exemption 
for news organisations in the corporations 
law. This would force the Liberty Times as 
.. well as the United Daily News and other 

 single-owner newspapers to float public 




















cial practices described by critics as a 
throwback to martia-law regime. " 


shares and to leave behind murky finan- | 
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^ CHINA 


Feeling the Heat 


lready facing a spiral of inflation, 
panic buying, a weaker currency 
and capital flight, Peking now has 
further evidence of its economy's overheat- 
ing: its trade deficit ballooned in the first 
quarter. 

Consumer demand, shortages of do- 
mestic raw materials and diplomatically 
motivated overseas buying missions con- 
spired to raise first-quarter imports to 
US$17. billion, up 25% from a year earlier. 
Exports, hurt by rising costs, grew a mea- 
gre 7.4% to US$16.1 billion. This left a trade 
gap of US$12 billion, against a deficit of 
US$91 million in the final quarter of 1992. 

The trade imbalance will be one more 
reason for Peking to yank hard on the 
reins. Last year, China's GDP grew 13%, 





iargely because patriarch Deng Xiaoping 
ordered it to; this year, it looks likely to 
repeat the performance, despite the efforts 
of more sober-sided policymakers to hold 
it to a mere 8%. 

In mid-May, the government indicated 
its concern by raising interest rates on one- 
year bank deposits to 9.18% from 7.56% 
and on loans to 9.36% from 8.64%. These 
were the first rises in two years. Interest- 
rate rises, though, are of limited use be- 
cause China's large public sector has guar- 
anteed access to loans. 

Inflation is reaching worrying levels. 
The annualised rate hit 17% in April in the 
35 biggest cities, with every indication of 
more to come. Half of China's workers con- 
sider themselves to be "just barely making 


| ends meet,” according to a survey by the 


Chinese Academy of Social Sciences. As a 
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result, people are scrambling to preserve 
wealth. Bank savings fell in March for the 
first time since 1988, while panic buying of 
consumer durables and gold raised retail 
sales 17% in the first quarter. 

The preferred hedge, though, is foreign 
currency. On 1 June, the government re- 
versed policy and allowed the renminbi to 
float at official swap centres. This failed to 
bring the official, swap-centre and black- 
market exchange rates closer together. At 
the swap centres, the renminbi fell 25% on 
the first day, and continued drifting lower, 
reaching around Rmb 10.75 to the US dol- 
lar on 14 June. Blackmarket rates have 
dropped to around Rmb 12.00. Inexplica- 
bly, the government lifted the official rate 
to Rmb 5.69. 

Investment, meanwhile, has run ram- 
pant. Officials at all levels are sparing no 
cost in high-profile development projects 
and fancy new offices. Government invest- 
ment in fixed assets in the first quarter was 
up 7096 over the same period last year, and 
commercial real-estate investment rose 
147%. Local officials have also gone all out 
to attract foreign investment. First-quarter 
pledges jumped to US$25 billion, up 347% 
from a year earlier, though only US$3 bil- 
lion was actually disbursed. 

Industry notched up growth of 22% in 
the first quarter, but this was largely con- 
centrated in processing industries. Other 
sectors — raw materials, mineral resources 
and transport — all posted minute or nega- 
tive growth. The boom in industry and 
construction has come at the expense of 
agriculture. Bank funds set aside to buy 
the state's quota of grain have in many 
places been diverted into development 
projects by local officials. This has forced 
peasants to accept IOUs for their crops, and 
the central government is printing money 
to redeem the notes. 

Official forecasts put agricultural 
growth this year at 3%, half of 1992's rate. 
A government discussion paper blamed 
the slump on localised droughts and 
floods, as well as decreased grain planting 
by demoralised farmers. 

There is more bad news on the budget 
front. Peking faces a big bill this year for 
subsidies paid to urban families as a cush- 
ion against the higher cost of living caused 
by price reforms. This, coupled with the 
bail-out of loss-making state enterprises, 
augurs for another record deficit. Omi- 
nously, Peking managed in the first quar- 
ter to sell only 20% of the Rmb 30 billion in 
domestic bonds that it plans to issue this 
year. a^ o... A. Koan and Lincoln Kaye 
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Customer satisfaction. To us it means going beyond simply offering the latest product features and 
styling. Were going back to basics, making innovations in our design and production techniques 
which result in what we call Invisible Invesuments. What they do for handling will astound you. 





THERES A LOT TO BE SAD FOR DRIVABILITY 
DUE WELL JUST LEI YOU HANDLE TT 





construction is ultimately more rigid, improving driving control and reducing noise. 
@A structure designed to absorb the impact of a crash improves safety by dispersing the 
energy of a head-on collision. eThe inset shows À - ee 
the optimum construction of joints between body TWO INTEGRATED BODY SIDE PANELS 
panels and reinforcement locations, the utilization | 
of continuity in underbody connecting members, 
the increased size of member cross-sections and 
the reinforced suspension installation subframes. 
eThe body side panels of previous models con- 


WHERE WE MAKE OUR INVISIBLE INVESTMENTS, sition me overar voas 
. Simulation, the overall body i HIGHLY RIGID BODY 





High-Strength Sheet Steel 


——« 
E | Reinforcement 





fo talk about the finer points of automotive drivability, to even attempt to convey what it's like to take a mist-soaked curve on 
1 country road at twilight, or to merge at high speed in front of an eighteen wheeler, is pointless. Because handling a car is 
1 highly personal thing, and something you simply need to experience for yourself. What we can tell you, though, is why that 
'xperience is so singular in a Toyota. It has a lot to do with structural reinforcement, suspension subframes and the elimination 
)f body torque, combined with an engine that gives you the kind of performance that really makes you appreciate our integrated 
rack housing. Things that, in fact, vou either can't or won't ever see, but once vou get behind the wheel become exhilaratingly 
ybvious. But don't take our word for it. Just find yourself an open road and a few curves, and you'll come to your own conclusions. 
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isted of four parts. The new model uses only two integrated pieces, 
esulting in improved rigidity. @High-tensile steel reduces the weight while 
naintaining the strength of the hood, trunk, door panels and chassis 
nembers, which increases fuel efficiency. @McPherson-strut independent 
uspension is used in both the front and rear. @Lengthened suspension 
irms minimize track variation and enhance stability and riding comfort. 
Front and rear stabilizer bars improve control during high-speed corner- 
ag. eDoor panel rigidity is also improved, mounting reinforcements have bh i Sm cn s sm PE 
een added to all joints and a side-impact beam has been installed. | | | 9» B se 
he featured model is the new Corona ue J pam 4 


Exact features and specifications may vary depending on country of purchase | : | = WA 
lease check with vour nearest TOYOTA dealer for detalls 








nformation, like eating, benefits 

greatly from portion control. 
Thats the sensible theory behind 

Telerate? Matrix™, a complete system 


l 





designed to give you all the numbers you 
could possibly want. And the ability to 
retrieve only the numbers you want. To 
select from 50,000 pages of fixed income, 
mortgage, foreign exchange and energy 
data and whip itallup into one customized 
page. Or a few pages. 

If you were trading mortgage-backed 
securities, for example, you could set up 
a composite page with fixed-rate MBS 
prices, commitment rates, live U.S. 
Treasury prices and yields, theDow Jones 
Capital Markets Report™, and a five- 
minute bar chart to track price trends. 

Thanks to an unintimidating menu of 
colors, typesizesand hotkeys, you'd have 
the immediate use of a page built to your 
personal specifications. 

And when it came time to do 
calculations, you'd find a familiar tool 
built right into the system. A real-time 
spreadsheet courtesy of Lotus? 1-2-39. 
Live data is fed in constantly, and 





switching from a composite page to a 


spreadsheet can be accomplished with YOU’ RE CONSTANTLY 
one keystroke. TER e gam caro Ad A | 

In the final analysis, however, BEING FED INFOR ae * ATION. 
the superiority of Telerate Matrix is TELERATE MATRIX 
measured not in the technology, but in | | 


theindisputable accuracy ofthe numbers. LETS YOU CONTROL 
Andas you know, the best ingredients THE I PORT IONS. 


are always easier to digest. 
For more information, call your local Telerate 










representative. 
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Report is a service mark of Dow Jones « Company, Inc. Telerate is a registered jn 
is a service mark of Telerate Systems Incorporated. : 
© 1991 Telerate Systems Incorporated. All Rights Reserved. 32005 






TRADE 


How to Handle America 


US and Japan open far-reaching trade talks 


By Susumu Awanohara in a Washington and 
Jonathan Friedland i in Tokyo 


= he Clinton Administration put belli- 
cose posturing aside when its trade 
. negotiators sat down across a Wash- 
pid ope rom their a se 










anr He a eec no vice-presi- 
, Walter Mondale, as the new Ameri- 
can Dv ambassador to Tokyo on 11 June, the 
day the parley began. And when the talk- 
ing was over, the US described the out- 
come as "productive." 

These gestures were the first attempts 
by the US, since Bill Clinton came to office 
in January, to set Japanese minds at ease. 
They may be the last, because the discus- 
sions showed that Tokyo and Washington 
differ sharply on how to cut America's 
trade deficit with Japan, which totalled 
US$49.4 billion last year. The talks portend 
a long and tortuous road ahead in defining 
the best way to maintain their amicable ties 
after the end of the Cold War. 

The difference is stark. US aims are 
more ambitious than ever: it is seeking a 
measurable reduction in Japan's overall 
current-account surplus and is targeting 
specific markets for opening up to foreign 
competition. For its part, Japan argues that 
setting quantifiable trade objectives 
amounts to a repudiation of free trade. 

Although Japan might seem on the de- 
fensive, it has a number of cards up its 
sleeve. Officials in Tokyo want the two 
countries to broaden their discussions to 
include a host of issues, ranging from cor- 
porate governance to Aids. One Japanese 
newspaper counted 100 possible subjects 
for discussion. This gambit is seen by 
Washington as a means of “encircling the 
core agenda, which is the trade issue, and 
diluting the hell out of it,” in the words of 
one former US trade negotiator. 

Even if the US and Japan eventually 
agree on ways to reduce the trade imbal- 
ance, this is only the first step in the pro- 
cess. America has found that the hard part 
is implementing and enforcing its trade 
agreements with Japan. 

There was one success in the initial 
talks: both sides agreed not to divulge the 
substance of their discussions in order to 
cool the heated rhetoric that has marked 
| US-Japan ties recently. But the markets bet 
that the courtesies would be short-lived. 

“On 15 June, the US dollar was ham- 
mered anew, falling below Y105, a record 
low. : Ironically, the yen rose even though 








Tokyo reported that its overall trade sur- 
plus had narrowed by 0.1% in May to 
U5$7.7 billion compared with the same 
month the previous year, the first decline 
in 29 months. 

In the face of the market's scepticism, 
the negotiating teams were upbeat about 
prospects for the trade talks, noting that 
their initially uncompromising stances may 
actually help to produce a better agenda 
when discussions resume on 27 June in 
Tokyo. “The US now seems prepared to 
consider how much the Japanese side can 
be expected to give," savs a senior official 
at the Japanese embassy in Washington. 

Nonetheless, Japanese policymakers re- 
main worried that the US will continue to 


Roller-coas er 


focus on numerical targets once they have 
completed the formalities of setting a 
framework for talks. Their fears are well- 
founded. US officials and businessmen are 
tired of what they perceive as unfulfilled 
promises and say that without specific 
goals to shoot for, the Japanese will again 
avoid making any real concessions. 

In terms of sheer experience at trade 
talks, the Japanese have an advantage. To- 
kyo's top three negotiators are: Foreign Af- 
fairs vice-minister Koichiro Matsuura, Min- 
istry for International Trade and Industry 
(Miti) vice-minister Noboru Hatekayama 
and outgoing Finance Ministry interna- 
tional affairs chief- Fadae Chino. Counted 
S they have spent ‘tore than 30 
years mo odifying-US trade.demat ad: 

Theif 4 umerican counterparts. from the 
departments of State and the Treasury and 
the Natioríal Economic Council Took dis- 
tinctly gréen án , cora arison. They are: 
former Coapers & Lybrand execütivelBow- 
man Gutter; former American EXpress ex- 
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ecutive Joan Spero and former Goldman 
Sachs investment banker Roger Altman. . 
All have done business with Japan, but: 
they have never attempted to. negotiate 
such a daunting range of issues. Privately, ` 
Japanese officials seem condescending to . 
their American counterparts; they regard 
them as bright and enthusiastic — just the ` 
sort of people whose demands can be han- 
dled without too much trouble. 

The agenda proposed by the Washing- : 
ton team during the framework talks, = 
which are meant to be completed by 7 July, `> 
are nothing if not ambitious. The Ameri- 
cans want the agenda to include macro- < 
economic issues as well as more specific: c 
talks on structural and sectoral matters. = 
The American team claims that this is the 
first time an “integrated” approach has = 
been attempted. Another novelty will be — 
the effort to find ways to measure the en 
agreement's implementation. E 

The US wants Japan to cut its overall 
current-account surplus from its present — 
level of 3.2% of GDP to less than 2% within = . 
three years. And it wants Japan to boost. 
imports of manufactured goods by abouta = 
third over the same period from the cur- 
rent level of 3% of GDP. In return, Wash- 
ington is pledging to chop its budget defi- 
cit and to keep US markets open. 

The Japanese are opposed to the setting 
of numerical targets for the current-account 
surplus and for manufactured imports. “It 
is dangerous to set a single indicator, or 
even a set of indicators, as something that 
can be attained. Macroeconomic policy isa 
dynamic thing," says a senior Miti official. 

US officials counter that Japan has re- 
peatedly committed itself to reducing the 
current-account surplus as a ratio of GDP, 

even in 1991 when it was as low as 1.2%. 
The Miti official points out, though, that all 
industrial nations routinely promise to co- 
ordinate their macroeconomic policies un- < 
der the aegis of the IMF. He adds that the 
US, too, has repeatedly been urged to in- _ 
crease domestic savings as a means of. 
curbing its own external imbalances. E 

On a more specific level, Washington is^. 
proposing that structural and sectoral is- <) 
sues be classified into five “baskets:” i 
automobiles and automobile parts, 
government procurement, 
regulatory reform, 

US-Japan economic integration, 
compliance with existing agreements. — 
If the Japanese agree to the approach; = 
the US will press Japan to agree to "bench- 
marks" to monitor progress. A Japanese 
official in Tokyo described the US initia- 
tive as "old wine in a new bottle," a rehash 
of the Reagan and Bush Administrations 
talks on matters such as structural impedi- 
ments to trade. z 

It is the first basket, ihe one dealing with 
automobiles and car parts, which is likely <; 
to see the US pushing hardest for quantita- 
tive targets. Automobiles and parts account 
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for three quarters of the US trade deficit 
with Japan, and Washington is likely to 
start the ball rolling by demanding that Ja- 
pan honour an obligation made in early 
1992. This was when Japanese car com- 
panies pledged that their plants in the US 
and Japan would nearly double the pur- 
chase of car parts to an annual level of 
US$19 billion within four years. Japanese 
car manufacturers say that, with the 18% 
rise in the yen since January 1993, the tar- 
get may actually be met ahead of schedule. 

The government procurement group 
would deal with items such as computers, 
supercomputers and construction con- 
tracts. Here, too, the US is likely to empha- 
sise measurable results. US Trade Repre- 
sentative Mickey Kantor has repeatedly 
pointed out that the US share of computer 
purchases by the Japanese Government has 
fallen short of the amount bought by the 
Japanese private sector. He has suggested 
opening up bidding contracts for comput- 
ers in Japanese public schools to US firms. 

The regulatory-reform group would 
cover banking, insurance and other finan- 
cial services. It would also deal with the 
keiretsu system, in which cross-sharehold- 
ings prevent outsiders from taking over 
publicly listed companies. On this point, 
US officials admit that figuring out ways 
to measure results would not be easy. Pri- 
vately, they regard Japan’s Finance Minis- 
try as being particularly intransigent in the 
face of foreign pressures. 

The group dealing with US-Japan eco- 
nomic integration would focus on Japan's 
implicit barriers to foreign investment. 
“The Japanese Government criticises for- 
eign businesses for not having an after-sales 
presence in Japan, but produces and main- 
tains an abnormal cost structure to make 
that difficult,” a US official complains. 

The group looking at compliance with 
previous trade agreements would focus on 
some 30 US-Japan bilateral deals that have 
been negotiated in the past and are still in 
force. Already, the US is looking closely at 
Tokyo’s implementation of agreements on 
its procurement of foreign construction 
services and on supercomputers. 

While the US position at the talks is 
fairly clear, the Japanese proposals are con- 
siderably less so. These are based on To- 
kyo’s previously enunciated “six princi- 
ples” — including a demand that both 
sides must implement their part of the bar- 
gain, a rejection of quantitative targets and 
concentration on areas where each govern- 
ment has power to ensure compliance. 

Officials in Washington say they are not 
troubled by the proposals Japan made at 
the talks and hint that Tokyo may also be 
obliged to come up with some way of 
measuring the progress made on their own 
demands. “The Japanese proposal is not a 
counterproposal and there is a large over- 
lap. It’s a question of melding the two pro- 
posals,” a US official says. a 


Asia Fears 
Clinton’s Stick 


By Michael Vatikiotis in Kuala Lumpur 


Senior US trade officials are telling their 
counterparts in Asean that Washing- 
ton’s more confrontational strategy to- 
wards Japan is a tactic — not a trend. 
But for some Asian states, the Clinton 
administration’s pursuit of “mana 
trade” offers proof that the US is back- 
ing away from free trade. 

Some observers are concerned that 
Washington might adopt a similarly 
tough approach towards trade with 
Southeast Asia. “There is a feeling that 
sooner or later we will become a target,” 
says Indonesian economist Hadi Soe- 
sastro. Even though Washington's 
lems with Japan appear to be bilateral, 
Asean fears that President Bill Clinton's 
trade policy towards 
Tokyo indicates his re- 
solve to use economic 
sanctions if he does not 
get his way with other 
Asian countries. 

Some say this 
makes Malaysia's ar- 
gument for an East 
Asian Economic Cau- 
cus (EAEC) more per- 
suasive. “I am sure Ja- 
pan will need to bring 
Asia in on their side, 
and that this will lead 
to the emergence of 
some sort of East Asian grouping," says 
Michael Yeoh of Malaysian Strategic 
Consultancy. 

Malaysian officials have not been 
slow to press home the point. Trade 
Minister Datuk Seri Rafidah Aziz told 
the REVIEW that when Japan asked for 
support against the US: “I told them 
that the best way to combat managed 
trade was to contemplate the EAEC." 

Japan's Ministry of International 
Trade and Industry is reportedly less 
shy than before about supporting the 
EAEC proposal. But analysts say the For- 
eign Ministry in Tokyo remains wary of 
the idea, strengthening the view that 
Japan would prefer others in the region 
to take the initiative. 

This implies that an EAEC can only 
proceed if Asean reaches a consensus. 
The grouping appears to be inching to- 
wards such a position now that Indone- 
sia is indicating it is less antagonistic 
towards Mahathir's idea than before. 

Not all Asean countries are con- 
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Malaysia's Rafidah points to the 
EAEC option. 


vinced that regionalism is the key to 
freer trade, or that Japan has Asia's best 
interests at heart. The grouping remains 
more dependent on the US market than 
on Japan's, and this might shift the bal- 
ance of sympathy in favour of Wash- 
ington. "There is a good deal of support 
for US aggressiveness towards Japan 
because it is in [Asean's] interest," says 
a US diplomat in the region. 

In Thailand, the perception is that if 
Japan's trade policies are hurting the US 
economy, then a tougher American atti- 
tude towards Japan may be justified. "A 
weak US economy would hurt Thai- 
land. Therefore, if some restructuring 
needs to take place, and if Japan is the 
weakening factor in the US economy, 
Thailand would tend not to take sides," 
says a consultant in Bangkok. 

Other economists hold a different 
view. They say that if US pressure suc- 
ceeds in opening up the Japanese mar- 
ket for all exporters, not just American 
ones, Southeast Asia would benefit. But 

they say that any deal 
: is more likely to be a 
: bilateral one between 

Washington and To- 
kyo. “If the US is 
happy with a bilateral 
trade deal with Japan, 
it could be bad for the 
rest of Asia,” says one 
economist in Jakarta. 

Washington’s 
tough trade tactics to- 
wards Japan come at 
an awkward time be- 
cause the US is prepar- 
ing to chair the Asia- 
Pacific Economic Cooperation (Apec) 
forum, which will culminate in a minis- 
terial meeting to take place in Novem- 
ber in Seattle. The grouping, set up in 
1989, is made up of the US, Canada, 
Asean, Japan, South Korea, Hongkong, 
China, Taiwan, Australia and New Zea- 
land. 

The hope is that Apec can be used to 
involve the US more directly in Asia. 
One suggestion is that the Clinton ad- 
ministration president might host an 
Apec meeting attended by heads of gov- 
ernment. US officials insist that the cur- 
rent imbroglio with Japan only high- 
lights the need for a forum such as Apec. 

At the US-Asean dialogue attended 
by officials last month in Brunei, the US 
proposed the idea of stiffening Apec's 
loose institutional structure by using 
Trade and Investment Framework 
Agreements, which Washington is keen 
to promote with all its trading partners 
in the region. But the suggestion was 
met with scepticism by Asean. a 
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Lines of Control 


Thai factory fire raises questions for Charoen Pokphand 


By Paul Handley in Bangkok 


s conglomerates go, Thailand's 
A Charoen Pokphand is among 

Southeast Asia's largest. The 
group's 200 or so companies pull in 
revenues of billions of US dollars annually 
— though just how many billions is any- 
one's guess. Because of its unconventional 
ownership structure, the group's finances 
are hard to fathom. 

So is a more basic question: What con- 
stitutes a Charoen Pokphand company and 
what doesn't? | 

Since 10 May, when a Bangkok toy fac- 
tory burned to the ground killing 189 
workers, Charoen Pokphand has been 
fielding lots of questions along those lines. 
Forced to concede that several of its direc- 
tors indirectly owned a stake in the plant, 
it has stoutly denied that the group itself 
bears any responsibility for the fatal fire. 

Documents shown to the REVIEW, how- 
ever, indicate that a company owned by 
leading shareholders of Charoen Pok- 
phand was contractually responsible for 
managing Kader Industrial (Thailand), the 
company that operated the factory. Safety 
standards at the plant have been widely 
criticised, particularly in light of revelations 
that there had been several earlier fires at 
the site. 

At the very least, the episode casts 
Charoen Pokphand in an unwelcome light. 
And it is likely to increase the disquiet 
among some investors and analysts about 
the group's soft-focus look. "This Kader 
thing shows that you have no idea what 
they are doing and what businesses they 
are in," says one stockmarket analyst. 

The group is not alone in denying re- 
sponsibility for the fire. Hongkong-based 
Kader Industrial Co., which acknowledges 
that it indirectly owns 40% of Kader Indus- 
trial (Thailand), says it lent its name to the 
factory and no more. The Hongkong com- 
pany has refused to pay compensation to 
victims of the disaster, and its directors, 
members of the Ting family, declined to 
meet workers' representatives who arrived 
in Hongkong on 2 June to press their case. 

Soon after the fire, Kader enlisted out- 
side help in defending its image: a public- 
relations firm, The Rowland Company, 
and Kroll Associates (Asia), a private in- 
vestigation agency. Subsequently, Row- 
. land published an organisational diagram 
. (see chart) tracing the ownership of the 
. Bangkok factory to Kader in Hongkong 

and to shareholders associated with Cha- 
roen Pokphand. 
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According to this ownership scheme, 
which Charoen Pokphand has acknowl- 
edged as accurate, Kader's stake is held 
through Lyre Terrace Development. This 
owns 50% of KCP Toys, which in turn 
holds 80% of Kader Industrial (Thailand). 
The other half of KCP Toys is owned by a 
company called Honbo Investment. 

Honbo's shareholder list is striking. 
Headed by Dhanin Chiaravanont, group 
chairman of Charoen Pokphand (and re- 
cently ranked 75th in Fortune's list of the 
world's richest people), it includes many 
of the Thai group's leading directors: 
> Alongside Dhanin, who effectively con- 
trols Charoen Pokphand, are the names of 
his three brothers: former group chairman 
Jaran, and group directors Sumeth and 
Montri. Sumeth manages most of the 





Dhanin Chiaravanont 

Jaran Chiaravanont 

Montri Chiaravanont 
Sumeth Chiaravanont 
Prasert Poongkumarn 

Min Tienworn | 

Thirayut Pithya-isarakul | 
Chingchai Lohawathanakul | 
Thanakorn Seriburi : 
Archaree Uttrapatriyakul 
Urai Rakphongphairoj 
Chariya Limatibul 


group's Hongkong operations. 
> Among the other shareholders of 
Honbo are non-family directors of Charoen 
Pokphand drawn from its nucleus of pro- 
fessional managers. All have been with the 
group for more than a decade: group chief 
financial officer Min Tienworn; Thirayut 
Pithya-isarakul and Prasert Poongkumarn, 
who oversee the group's agri-businesses; 
Chingchai Lohawathatanakul, who runs 
aquaculture; and Thanakorn Seriburi, who 
is in charge of non-farm interests such as 
medium and heavy manufacturing. 
> Listed as directors of Honbo are Julin 
Unaphum, Jaran's son-in-law, and Stephen 
Wong, who manages Charoen Pokphand 
property developments in China and 
Hongkong. Julin has publicly admitted 
having direct managerial responsibility for 
the Thai toy factory. 

Honbo's ownership line-up is virtually 
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identical to listings of shareholders and to 
managers at some of Charoen Pokphand’s_ 
largest units. These include Charoen: 
Pokphand Group Co., Chia Tai Group and 
CP Intertrade, all of which are privately. 
held. Other examples include severa 
group companies that are listed in variou 
Asian stockmarkets — most notabl 
Charoen Pokphand Feedmill in Thailan 
and CP Pokphand, the Hongkong-quote 
arm which shortly plans to list a gro 
company in New York. UIS 
But documents shown to the REVIEW by — 
The Rowland Company show more than - 
just the toy factory’s ownership structure. = 
These documents set out a joint man- 
agement agreement, dated January 1988, in. 
which Honbo undertook to run the toy fac- - 
tory, while its co-owner, Lyre, was to be 
responsible for technical and marketing 
matters. An extract quoted by The | 
Rowland Company states: “Honbo shall be 
responsible for the management, renova- = 
tion, refurbishment and maintenance of the 
factory premises and operation of the busi- ' 
ness of the Thai company.” The documents — 
make clear that the company referred to is ~ 







Investment 


Kader Industria 


(Thailand) 


Kader Industrial (Thailand). ae 

On 26 May, after the names of Honbo's 
shareholders had been made public, = 
Charoen Pokphand declared that "Honbo 
Investment is not in any way associated to = 
the Charoen Pokphand group." It added 
that the holdings of the Chiaravanontsand 
others listed “are held in their private, per- 
sonal capacity and represent minor invest- ` r 
ments for them. Their personal investment 
in Honbo is entirely separate from their ^. 
respective interests in the Charoen > 
Pokphand group.” CIA 

This explanation, however, has failed to = 
convince some of those who follow the |. 
group. More than half-a-dozen foreign and © 
Thai bankers contacted *by the REVIEW, | 
some of whom lend to Charoen Pokphand, |. 
say that given the Chiaravanont share- ` 
holdings, they would regard the toy fac- > 
tory as a Charoen Pokphand operation. “If 











< Dhanin is involved, it is CP,” says one Thai 


^. banker and long-time observer of the 


> group. 
^7 The REVIEW invited CP to comment on 
= the management agreement disclosed by 
^. Rowland. However, the Thai group de- 

clined to answer written questions about 


< this and other issues related to the fire. 


One issue, though, did elicit a response. 
This came from Wanlop Chiaravanont, a 
cousin of Dhanin, who replied to a ques- 
tion about how the group defines itself. 
. Noting that neither he nor his brothers ap- 
.. pear in Honbo's shareholder list, he said 


^. that, that being the case, Honbo could not 


— be considered a Charoen Pokphand com- 
pany. "We are still a family business," he 
said. 

io Wanlop's assertion, however, points to 
. the evolution of Charoen Pokphand. The 


-. group was founded some 70 years ago by 


-. two Chinese immigrants, Chia Ek Chor 

and his brother, Chia Seow Whooy. Ek 
Chor had four sons, headed by Dhanin, 
. while Seow Whooy had nine, including 
xs duod dii d it was eats that the 
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two branches of the family would each 


control 50% of the business, this balance 


appears to have become skewed in recent | 


Now, About 


While Wanlop and his brothers con- | 


vears. 


tinue to be shareholders and directors of 
group companies, they are less prominent 
than their cousins. Indeed, several exam- 
ples contradict Wanlop's claim that only a 
company owned by both branches of the 
family can be considered part of the group. 
CP Pokphand, for instance, is overwhelm- 


ingly controlled by Dhanin, his three broth- | 


ers and the same five managers who share | By m McBeth i " » Manila DT TOREM 


ownership of Honbo. 
Meanwhile, as Charoen Pokphand and 


Kader each claim that the other must | 


shoulder any liability that results from the 
toy-factory fire, victims of the blaze con- 
tinue to press for compensation. 5o far, the 
families of those who died have received 
US$800 each from Kader Industrial (Thai- 
land). Two thousand workers lost their jobs 
because of the destruction of the four-sto- 
rey factory. Most were women working on 
contract for low wages. 8 


‘FINANCE 


Those Debts 


Philippines passes law 
to revamp central bank 


ew legislation creating : a central 
N monetary authority to replace the 
heavily indebted Central Bank of 
the Philippines may have met one of the 
conditions imposed by the country's credi- 
tors. But that still leaves one other hurdle 
to get over: how to come up with an ac- 
ceptable formula to settle the bank's P308 
billion (US$11.3 billion) of liabilities. 
Signed into law by President Fidel 


, Ramos on 14 June, the legislation directs 
| the formation of a committee to determine 


|! which of the Central Bank's assets can be 


transferred to the new authority — to be 
known as Bangko Sentral ng Pilipinas — 


; and which can be liquidated to pay for 


X. | some of its debts. Both the World Bank and 


P | Japan have linked US$450 million in soft 
| loans to the passage of the new law. 


With an initial capitalisation of P50 bil- 


| lion, Bangko Sentral is to be supervised by 


. | a seven-man Monetary Board — compris- 


Non-tax 


Current 93.0 
Development 97.5 


| ing the governor, a cabinet appointee and 
| five full-time members drawn from the pri- 


vate sector — all of whom will serve six- 


| year terms. 


Finance officials say that the cabinet 


| appointee may have some influence, de- 
| pending on whether he is the finance sec- 


S| retary or possibly the head of the National 


Source: Finance Ministry — — 


. | Economic Development Authority. But the 
, make-up of the board will ensure that 
| monetary policy will be based on collegial 
| decisions. Unlike the current five-man 


board of governors, the new body is re- 


| quired to make regular reports to Congress 
| and the president. Only the governor's ap- 
| pointment will be subject to congressional 
| approval. The current Central Bank chief, 
| Jose Cuisia, steps down on 30 June. 


The government envisages Bangko 


| Sentral making a profit from its paid-in 
, capital of P10 billion. It has stipulated that 


75% of earnings are to be remitted to a spe- 
cial deposit account until liabilities have 


| been liquidated through various financial 
_ mechanisms. Among the liabilities to be 
. i transferred to the new banking authority 


. | will be about P90 billion in notes and coins 


| currently in circulation. 


The Central Bank is to be known as the 


| Central Bank Board of Liquidators for the 


^. | purpose of clearing its remaining liabilities 





- | over a period of not more than 25 years. m 
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CHINA 

StarTV Plans Offices 
StarTV will open its first 
offices in China, despite official 
restrictions on satellite 
television. The Hongkong- 
based unit of Hutchison 
Whampoa claims at least 5 
million viewers in China can 
currently receive its 
broadcasts. The opening of 
the offices — in Peking, 
Shanghai, Guangzhou and 
Chengdu — is regarded as a 
sign that Peking thinks 
satellite television is 
unstoppable. 


Club Med Eyes Hainan 


Club Med, long a symbol of 
bourgeois decadence, will 
establish a luxury resort on 
China’s Hainan Island in 1995. 
The Paris-based company will 
open the year-round tropical 
resort in cooperation with a 
subsidiary of mainland 
financial giant Hua Yin 
International Trust & 
Investment Corp. 





VIETNAM 
Loan Ceilings Removed 


The government has removed 
the ceiling on loans made by 
foreign bank branches to 
foreign or domestic borrowers. 
Regulations had effectively 
limited any customer to loans 
of US$1.5 million. Projects in 
Vietnam have difficulty 
attracting foreign credit 
because the country’s unclear 
property laws make it almost 
impossible for borrowers to 
provide collateral. 





SOUTH KOREA 

Train Bids Down to Two 
The Transportation Ministry 
on 14 June narrowed the list of 
foreign competitors for the 
nation’s Won 10.7 trillion 
(US$13.3 billion) high-speed 
rail project to two — Siemens’ 
Inter-City Express of Germany 
and GEC Alsthom’s Train a 
Grand Vitesse of France. 
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The Shinkansen fails to impress the South Koreans. 


Mitsubishi Heavy Industry's 
Shinkansen was eliminated 
from the contest. The 
winner will be announced in 
August. 


Samsung Announces Cuts 
Samsung, South Korea’s 
second-largest conglomerate, 
announced plans to sell or 
merge 14 of its affiliates in 
order to comply with 
President Kim Young Sam's 
demand that chaebol specialise 
in specific industries. The 
largest firm up for sale is Cheil 
Food & Chemicals, the group’s 
flagship when it started more 
than 50 years ago as a sugar 
refiner. 





JAPAN 
Confidence Still Low 


Confidence among Japanese 
businessmen remains at its 
lowest level in nearly two 
decades, according to a 
bellwether quarterly survey 
issued by the Bank of Japan on 
11 June. The Tankan found that 
while businessmen do not 
expect economic conditions 
will deteriorate further, they 
also feel it is too early to calla 
recovery. 


Credit Co-op Fails 


Osaka’s prefectural 
government announced on 11 
June a ¥90 billion (US$85 
million) bailout plan for the 
Osaka Fumin Credit 


Cooperative, using grants 
of Y20 billion from Japan's 
Deposit Insurance Corp. 
Osaka Fumin got tangled 
up in the late 1980s with ill- 
fated trading-company 
Itoman. 


Record Aid Disbursals 
Japan's 1992 aid disbursals 
totalled a record in US- 
dollar terms for a second 
consecutive year, the Ministry 
of Foreign Affairs said on 11 
June. Excluding aid to 
eastern Europe, Tokyo spent 
US$11.33 billion in official 
development assistance in 
1992, up 2.7% from 1993. In 
yen terms, however, the 
disbursements contracted by 
an estimated 3.3%, the 
ministry said. 


INDIA 
AT&T, Tata Venture 


US telecom giant AT&T will 
take a 51% stake in a new 
venture with India's Tata 
Industries to manufacture and 
market an AT&T switching 
system in India, the companies 
announced on 11 June. A 
US$35 million plant will be 
built at Bangalore. 


MALAYSIA 
Lion to Enter China 


Lion Group, which operates 
Malaysia's Parkson 
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department stores, has become 
the first local company to 
receive a joint-venture licence 
to set up department stores in 
China. It plans the first two 
outlets in Peking and in 


Qingdao. 





PHILIPPINES 
Tobacco Tax Signed 


President Fidel Ramos signed 
into law an increase in tobacco 
taxes that is expected to raise 
an additional P2.5 billion 
(US$93 million) in badly 
needed government revenue. 
The provisions of the new 
measure are seen to be 
favourable to Fortune Tobacco 
Corp. tycoon Lucio Tan. 
Ramos has blamed 
unidentified congressmen for 
leaving loopholes in the law. 


HONGKONG 
Murdoch Plans TVB Stake 


Rupert Murdoch’s News Corp. 
said it will buy a 22.2% stake 
in Hongkong’s Television 
Broadcasts Ltd. for HK$1.9 
billion (US$246 million). The 
purchase is News Corp.'s first 
step into Asia's television 
market and its largest since a 
1990 debt crisis threatened 
Murdoch's control over the 
media empire. 
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Exports (6) 
Lotes 3 months US$10.37b US$16.09b US$31.36b US$6.20b USS$8.88b(8) US$93.67b US$10.31b 
% change previous 3 months -12 -41.6 «3.0 «23.9 12.2 +13.8 -8.0 
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Consumer Prices 
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HONGKONG 
Interesting Read 


hile the 10-month-old, official inves- 
tigation into Lee Ming Tee’s Allied 
group continues, the group itself, in its an- 
nual report, has volunteered a glimpse into 
the sort of inter-company dealings the in- 
... vestigators are probing. If what the annual 
report reveals is but the tip of the iceberg, 
¿= it is easier now to understand why the 
C HK$41 million (US$5.2 million) investiga- 
=< tion has gone on for so long. 
P “We have tried to tell shareholders key 
.. things,” notes Brian O'Connor, who has 
< been chief executive of Allied since shortly 
after the probe was instigated by the Hong- 
-. kong Government. Still, Shroff found the 
<< annual report, released on 7 June, 
. interesting as much for what was left 
out as for what was stated. Signifi- 
-. cant questions remain, particularly 
for Allied's auditors, Deloitte Tou- 
che Tohmatsu, as to why the disclo- 
sures were not made earlier. 
: What has raised eyebrows is the 
-.-. disclosure of the existence of two fi- 
^ -nancial companies with which the 
. group had extensive dealings. The 
first of these, Prudential Securities 
“Investment Fund, is a Cook Islands- 
— incorporated investment vehicle. Al- 
- lied Group and its then-associate 
Allied Properties held redeemable 
Shares worth HKS140 million, or 
97% of the unit's issued share capi- 
—.. tal, at the end of 1991. 
^. Despite this investment, the re- 
port maintains, "the directors did 
not believe that the group held a 
majority of the voting shares in Pruden- 
tial" until "information made available in 
recent months" established that the com- 
pany had, in fact, been a subsidiary of the 
group since Prudential's 1988 inception. 
That directors of a company could evi- 
dently continue to invest in Prudential over 
several years without ever demanding fig- 
ures from the firm was astonishing 
enough, but that was only the beginning of 
< the tale. 

The second company with which Allied 
had a relationship was one First South 
== China (FSC) Bank, another Cook Islands 
company which was a subsidiary and later 
an associate of Paragon Holdings, which is 
` also a subject of the investigation. 

From descriptions in the annual report, 
it seems evident that’ many loans which 
Allied Properties advanced to other group 
companies were classified as deposits with 
this bank. The report implies that Allied 







































Properties served effectively as the group's 
banker, controlling the flow of capital 
through group companies at the same time 
these funds showed up as bank deposits in 
Allied Properties’ annual report. 

"Notwithstanding the accounting treat- 
ment, in many cases, funds flowed directly 
from one group company to another ra ther 
than through the FSC Bank,” the report 
notes. On paper, if not in fact, the period 
between July 1990 and March 1991 was a 
busy one at the F5C Bank. Consider the 
following transactions: 

In the summer of 1990, Allied Group 
and Allied Industries between them raised 
HK$441 million through share placements, 
nominally to two independent parties. One 
was Fitzroy Ltd, a private company incor- 
porated in Western Samoa and associated 
with long-time Lee associate Tam Pee Cee, 


Money-go-round 


Allied group 
of companie: 


Fitzroy Ltd |. 
Meadowbank į 


First South China Bank | 


Prudential Securities Investment f 
(97% owned by members of Allied group) Y - 





once a director of Paragon Holdings. The 
second placement went to Meadowbank 
Ltd, a Cook Islands company associated 
with one P. L. Lui, whom the group de- 
scribes only as a "Taiwan-based business- 
man." 

The proceeds from these placements 
were deposited with the FSC Bank, then 
recycled back to the group. Part went to 
fund acquisition of shares in Allied Indus- 
tries by other members of the group. Part 
went to fund the acquisition of redeemable 
shares in Prudential. In December 1990, a 


‘subsidiary of Allied Properties, AP Fi- 


nance, funded the subscription for new 
shares in Allied Properties itself through 
Allied Industries by making a loan to Al- 
lied Industries. Allied Industries repaid AP 
Finance by borrowing the funds from FSC 
Bank and then redepositing the same mon- 
ies into an AP Finance account. 

Come March of the following year, the 
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SHROFF 


ranted. 


proceeds of another Allied Properties 
placement were deposited into FSC Bank 
by AP Finance. The funds didn't stay put 
long. An equivalent amount soon mate- 
rialised as a loan to another group com- 
ERI 
In any case, the proceeds of all these 
issues in 1990 and 1991 were meant, ac- 
cording to announcements at the time, to 
go into the reduction of long-term debt and 
towards working capital. Instead, they ap- 
parently went to a Cook Islands bank that 
was related to the group, before being sent 
on a sort of corporate merry-go-round. 
The relationships with both Prudential 
and FSC Bank have now been terminated. 
By the end of February 1993, the group had 
redeemed all its shares in Prudential at the 
original subscription price. From January 
1991, AP Finance began subscribing to à 
commercial-paper programme from 
z FSC Bank; its total investment was 
p almost HK$1 billion by August 1992. 
Now that has been wound down as 
well. 

The questions aren't as easily re- 
solved as the relationships, though. 
It still isn’t clear whether loans from 
FSC Bank to Prudential, for exam- 
ple, were used to fund placees or 
were actually extended for directors 
to place shares to themselves. Allied 
refuses to comment. 

One interesting fact that has 
emerged in these disclosures is that 

 Indonesia's Lippo group is far closer 
to Lee Ming Tee thàn previously re- 
alised. At times Lippo has held 25% 
of Allied Properties and 16.5% of 
what was then Allied Tung Wing. 

Lippo Securities was involved in 
several group share placements. Lee 

Ming Tee, correspondingly, has held shares 
of Jakarta-based Lippo Land Development. 
Last February, a Lippo subsidiary (then a 
substantial shareholder in Allied Proper- 
ties) purchased a subsidiary of Allied Prop- 
erties called Writring (Overseas), whose 
main asset was a property in Hongkong's 
Repulse Bay, for HK$400 million. The day 
before, the group lent HK$40 million in 
unsecured funding to Stephens Finance, an 
associate of the Lippo group's ultimate 
holding company. And then there is 
Lippo's purchase of Asia Securities, a 


— former affiliate of Allied, in a deal that is 


currently the subject of a separate investi- 
gation by Hongkong authorities. 

If the annual report is taken at its word, 
group directors were shockingly ignorant 
of important facts. Whatever the investiga- 
tion concludes, the Allied group’s admis- 
sions make clear the probe was war- 
u Henny Sender 


CN + E} China Fax & Telex Directory 1993 





ASSIFIED ADVERTISEMENTS 





A vital 
Communicati 
tool for China 
traders 





Just Released 
| | Ow you can 
have the China 
Fax and Telex 
Directory, the only 
directory of its kind 


available in the market. 


China Fax & Telex 
Directory is a vital 
communications tool for 
all China traders. 
Compiled from our own 
database, it provides the 
most comprehensive 
listing of up-to-date and 
accurate telex and fax 
numbers of all the significant organizations in China. 
Indexed in four ways, you'll find it easier and more 
convenient to use: 


N 





1. Alphabetically listed 


3. Numerically listed — Fax 
4. Numerically listed — Telex 


You can get this extremely useful book by simply completing the 
order form and sending it along with your payment to China 
Phone Book Co., Ltd., GPO Box 11581, Hong Kong. 






Mail or fax to: The China Phone Book Co. Lid., 
G.P.O. Box 11581, Hong Kong. 
Fax: 503 1526 Tel: 508 4300 






Please rush me copy/copies of the China Fax and Telex Directory 
1993 as indicated: 
Name: — 
CONDE ou mue eR rU EAE e e E TTS 
Address: 













Country _ Tel: 









Price: Hong Kong — HK3190 + HK$25 for postage & packing 
Elsewhere — US$34 (including airmail postage & packing) 
No. of copies 







—————————————— 





D PIE me Li Bill my company |..— 








—————— M ————————— M 


Uo] Ci enclose in payment thereof 

3 _ (cheque payable to The China Phone Book Co., Ltd.) 

€ prefer to charge 

| (tick a: 
Visa LJ MasterCard (C 
Card No: 


RA eia ien he n e 


Signature: .— 







to my credit card 
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2. Industries Geographically listed : 


PROGRAMME 
CO-ORDINATOR 


Mongolia 


As part of a coordinated approach to the problems of 
the former Soviet bloc by the member organisations of the 
international Save the Children Alliance (SCA), SCF UK 
has undertaken a study of the changing situation in 
Mongola. 

AS a resutt of these investigations it has been decided 
to establish a field office, to be based in Ulaanbaatar, the 
primary pomore of which will be to carry out further 
research into changing needs and to identify ways in which 
SCF can best contribute to alleviating the effects of 
economic and social change in the region. 

As SCF's representative you will be responsible for 
establishing an office in Mongolia, through which you will 
manage all SCF's activities in the region. You will also 
research the development of health, education, social 
welfare services and effects on vulnerable social groups, in 
conjunction with relevant government departments, 
institutions and agencies and, based on this experience, 
advise SCF on priorities and possibilities for programme 
. development in Mongolia in 1994 and beyond. 

You will have at least three years' overseas 
devetopment experience; a good understanding of 
development issues; management and administration 
experience; exceptional interpersonal, Fanii and report 
writing skills. Fluency in Mongoli ian or Russian is an advantage. 

The post is offered on a 19 month contract, at a salary 
| of £16,621 p.a. (which should be tax free), with a generous 
. behefits package, including ail flights and reasonable fi iving 
and accommodation expenses. 

For further details and application tm please write to 
Joanne Gillies, Overseas Personnel, SCF, 17 Grove Lane: 
London SE5 8RD. Fax 071 793 7626. | 

Closing date: 9th July 1993. 

SCF aims to be an equal opportunities empl oyar. 


Save the Children Y 
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“We placed a small ad in the REVIEW Classified. D S 
Section and we had an extremely varied and — 


interesting response — and some good clients. At 

a reasonable price, Classified has a large, high 
quality readership and we hope to use it again." 

— Mark Fox-Andrews 

Director 

Sabre Fund eee Ltd. 





For QUALITY response... 





advertise inthis section 





CLASSIFIED ADVERTISEMENTS 


| Appointments | — 





— | INTERNATIONAL CONSULTANTS 

t5; | The MADECOR Group is one of the Philippine's leading consulting 
companies operating internationally since 1982. The group specializes 
in resources (physical and human) development particularly in the 
improvement of agriculture and agro-based industries, forestry, 


| fisheries, education, social services, institutional development, etc. in 
the Asian Pacific Regions. 


Our business in new territories is fast-expanding. For current and 
anticipated projects, we are looking for leading professionals in: 


€ ENVIRONMENT, planning, quality management, industrial 

| development, economics, environmental impact, GIS 

€ FINANCIAL AND ECONOMIC ANALYSIS, development projects, 
energy 


€ FORESTRY, tree improvement, industrial tree plantation 
establishment and management, GIS, engineering, protection, 
J =. Mangrove | 
-© REGIONAL AND URBAN PLANNING, land use, physical 
. . planning, education and training, industrial zone development 


€ EDUCATION, general education, economics, financial 
management, teacher training, curriculum development, creative 
delivery, learning resources 


rural development, resettlement, community mobilization 
ECONOMICS, transportation, resource, urban, social services 
HEALTH, education and training, population, nutrition 


ENERGY, generation, delivery, non-conventional, policy, 
economics 


€ ENGINEERING, roads, farm structures, low cost housing, | 
educational facilities, research laboratories, water resources, | 


construction management 


€ PROJECT MANAGEMENT, social impact analysis, PBME, MIS, 
financial management | 


Applicants should have post graduate degrees in their fields of 
specialization, relevant regional work experience and fluency in both 
written and oral English. Proficiency in an Asian or Pacific language 
is preferred. 


SEND THRU MAIL/FAX DETAILED BIODATA, PICTURE AND 
CONTACT ADDRESS TO MADECOR GROUP OF COMPANIES, 
P.O. BOX 120, COLLEGE, LAGUNA, PHILIPPINES 4031 FAX NOS 
(6394) 50055 LOS BANOS; (632) 8167279 MANILA 











Review Classified Sections 


. The classifications available in this section are as follows; when 
. booking, please state your requirements: 


Appointments Investment Opportunities 
Business Equipment . Notices 
| Business Opportunities Personal 
| Business Services Property 
Conferences & Exhibitions Positions Wanted 
Courses & Seminars: Publications 
Education — > Residential Schools 
I. = Universities 








SOCIOLOGY, women in development, education and training, 









Financial Services [ij C 
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MAURITIUS 
A SOPHISTICATED 
OFFSHORE FINANCIAL CENTRE 


Enquiries are invited from professional 
practitioners and international 
organisations interested in Mauritius's 
modern offshore company, trust and 
insurance laws providing a Zero Tax 
regime for: 





DEGREE COURSES 
Take a Masters degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, International 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 B1 58 14 














Mi Offshore Banks — WE Exempt Companies 
& Banking Annual Fees US$ 250 


WB Captive Insurance BI Ship Registration. 


To place your 
classified ad, fax: 
Hong Kong (852) 
5031537 or call: 
Hong Kong 5084473 
Singapore 2203720 
Tokyo 32700251 
Bangkok. 3913112 
Sydney 3639736 
Jakarta 5736611 
Taipei 7677390 
Manila 8273950 
Seoul 2530852 
London 3340008 
New York 8086618 
Auckland 4130561 


W Accessio EC and BE Asset Protection 
PTA Trusts 


W Fund Management W Freeport 
Companies — . 

Bl Ordinary @ Secrecy and 
Companies Annual — Confidentiality 
Fees US$ 1,500 provided by Law 


Wl Tax Treaty Network with UK India, 
Germany, Malaysia, etc 

Write, fax or telephone 

Sunil Banymandhub fsg Ca MSc Basi BSc (Engi. 

Managing Director for a 

complimentary explanatory memorandum 

or an exploratory discussion. 


INTERNATIONAL 
MANAGEMENT 
(MAURITIUS) LIMITED 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, 

Port Louis, 

Republic of Mauritius 

Telephone: (230) 212 9800 
Facsimile: (230) 212 9833 


LE AiE ALE JIE TIE FIE FII JIi LE AAE A11 FIE AIE FEE EF) 
A A d 
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REVIEW CLASSIFIED 
ADVERTISEMENTS 


Cost US$ 77 per column centimeter 
Column Width: 
1 column 41 mm 
2 columns 88 mm 
3 columns 133 mm 
4 columns 183 mm 
Column Depth: minimum 30 mm, maximum 230 mm 


Standard Units: 
i/A(v)page  (230x41mm) US$ 1771 
1/4 (h) page (120x88 mm) US$ 1848 
i/2(v)page  (230x88mm)  US$3542  . 
1/2(h)page (120x183mm)  US$3696. - 
Full page (230x183 mm) | US$ 7084 


For more information please contact the 
classified advertisement manager, 

Far Eastern Economic Review, 

25/F, Citicorp Centre, 
18 Whitfield Road, _ 
Hong Kong. i 
Tel: 5084473, Fax: 5031537 = 





CLASSIFIED ADVERTISEMENTS 


whitehead selection 





Bu siness Development Manager 


South East Asia 
Energy Sector 


c.£60,000 + bonus + full expatriate benefits 

The company is one of the world's largest private sector generating companies with highly profitable sales last year in excess 
of £3 billion. It is a quoted pic, headquartered in the U.K. During the past few years it has aggressively entered the 
international arena to identify and develop power generation businesses worldwide. 

In line with its ambitious growth plans, the company intends to open a regional office in South East Asia. The Business 
Development Manager will establish and be based from this office, probably for 3 years. He/she will be responsible for 
identifying substantial acquisition and project opportunities within the region, and for forming and leading dedicated project 


development teams to secure them. 


Reporting to the International Ventures Director, you are likely to be a graduate aged 40+ who has worked in positions of 
authority, with profit responsibility, in several countries in South East Asia. This will have been as a Regional Sales 
Manager/Country Manager/Business Development Manager in which you will have gained significant experience in 
£multi-million project development, probably within the energy, heavy industrial plant, construction or defence sectors. 
ideally you will have worked closely with the same decision makers at ministerial, treasury or utility board level and will be 
aware of the structure and sources of project finance. Future career prospects are excellent. 


Please write with full CV, quoting ref. 3574, to James Thorne, Whitehead Selection Ltd, 
4 The Courtyard, 707 Warwick Road, Solihull, West Midlands B91 3DA, United Kingdom. 


Telephone: 021- 709 0909. Facsimile: 021-709 0479. 
A Whitehead Mann Group PLC company. 








whiteheadselection 





When you need important informa- 
tion, you invariably want it fast and 
| accurate. The Review Index enables 
rapid access fo the most respected 
Asia-Pacific information source: The 
Far Eastern Economic Review. Every- 
thing published during the preceding 
quarter, by country, subject and date is 


detailed in the Review Index. 


"I NEED FULL 
DETAILS ON 

THIS OR 

WERE ONLY 
GUESSING! 

This essential research tool is also available as a cumu- 

lative annual edition, End hours of needless searching. 

Subscribe now and receive vour Review Index four times 

per year, including the cumulative annual at US$59 per 


annum, or the cumulative annual alone for USS43 per 
annum. A Dow Jones Publicauon 
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in al Edition for US$59.00, f ed 


Fed up with Thermal Fax Paper? 


Introducing J e 1 E AES 


Plain Paper Faxes on Your Laser Printer 
Easy Faxing Direct from PC/Network <>. 


"s. 


External Device z Simple Installation | 


For more information, and Dealer enquiries: 
Telesis Investment Limited 
6B, Galuxe Building, 8-10 On Lan Street, Central, Hong Kong 
Tel: (852) 877-1325 Fax: (852) 526-0747 


This space is reserved for Classified 
Advertisements 


Reservations should be addressed to: 


International Classified anaiei 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
Tel: 5084473 Telex: 66452 REVCD HX 








By Mark Clifford 

t the beginning of 1990 everything 
A to be falling into place for 
Lee Shin Bom. He was head of the 
policy-planning unit at the opposition Re- 
unification Democratic Party at a time 
when the combined legislative strength of 
the opposition was greater than the gov- 
ernment's for the first time in history. 

Legislation drafted by Lee and his team 
was actually being signed into law or at 
least being considered seriously. The unit 
was a notable advance in an opposition 
movement that had more experience stag- 
ing demonstrations than in drafting legis- 
lation. Lee's team drafted more than 80 
bills and worked on everything from in- 
vestigations of corruption in the Chun Doo 
Hwan administration to hearings on the 
suppression of the 1980 Kwangju protests. 

This taste of power was a far cry from 
the street demonstrations, the cold winters 
in jail cells, the beatings at the hands of the 
police, and the sleepless nights in brightly 
lit interrogation rooms that had made up 
much of his two decades in politics. 

Then Kim Young Sam set off one of the 
biggest explosions in South Korea’s turbu- 
lent political history with his decision to 
merge the Reunification Democratic Party 
with the ruling Democratic Justice Party. 
Lee balked at the merger. 

For a man who had spent his life work- 
ing in the opposition, joining hands with 
the ruling party was painful enough. But 
this was not merely some abstract distaste. 
Local party chapters were also merged. In 
a cruel irony, this meant the new party or- 
ganisation in Lee’s Yongsan district in cen- 
tral Seoul would be headed by Soh Chang 
Hwa, a former Korean Central Intelligence 
Agency (KCIA) official whom Lee holds re- 
sponsible for ordering his torture in 1980 
when he was accused of sedition. 

“It was a really painful time for me,” 
Lee recalls. He had to decide what to do. 
Splitting with Kim probably meant snuff- 
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Veteran opposition figure who split with the 
current President Kim Young Sam in 1990 is a 


tangible sign of a new era 


ing out a promising political career just 
when he had a chance at real influence. 
“For two days I couldn't sleep,” he said. In 
the end he opted out. Some months later 
he re-emerged with the left-liberal Citizens 
Coalition for Economic Justice. Subse- 
quently, he travelled to Germany and 
wrote a book about German reunification, 
a subject which exercises a tremendous fas- 
cination in divided Korea. 

After Lee quit Kim's camp, his political 
career seemed at an end. Korean leaders 
want unquestioning loyalty of the sort that 
Lee was too stubborn to give. An unsuc- 
cessful run as an independent legislator in 
a showcase district in the affluent southern 
Seoul district of Kangnam only reaffirmed 
the difficulties of those who try to buck the 


É | would be happy 
even as doorkeeper if 
we achieve civilian 

government EL 


system. 

But at the end of May, Lee was ap- 
pointed executive director of the quasi- 
government Environmental Management 
Corporation. The organisation, whose Won 
150 billion (US$188 million) budget is 
funded by government-mandated fees on 
waste, has the task of implementing and 
ensuring adherence to many of the coun- 
try's anti-pollution policies. Although it is 
far from the central focus of power, which 
remains firmly in the Blue House, it is 
nonetheless an important position in a 
country that is in danger of choking on its 
own garbage. 

Certainly, Lee has paid for his convic- 
tions. He has survived the chilling and all 
too predictable rigours of opposition since 
his days as a student in the late 1960s. His 
brushes with the law started when the 
notorious KCIA picked him up after a 1969 
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student demonstration. He was in and out 
of jail half-a-dozen times that year. 

In 1971 Lee was expelled from the law 
faculty at Seoul National University, the 
country's most prestigious school. The im- 
position of martial law in 1974, under 
Park's Yushin, or “revitalising,” regime, 
meant more jail and more torture for Lee 
and other opposition members. 

Lee was jailed on sedition charges in 
1980. However, under pressure from 
Amnesty International and other human- 
rights campaigners, he was released on 
Christmas Eve in 1982 and allowed to 
travel to the US, where he worked with 
Amnesty and other groups. He remained 
in exile in Washington until he received a 
pardon in July 1987, as part of South 
Korea's tumultuous liberalisation. 


ater that year, hope once again turn-: 
L ed to disappointment when the two 

opposition leaders, Kim Young Sam 
and Kim Dae Jung, both ran for president. 
The result was predictable: they split the 
opposition vote and allowed Roh Tae Woo 
to slide into office. Lee, who remained neu- 
tral in that election, proclaimed that "the 
era of the two Kims is over" and tried to 
form a new opposition party. That plan ran 
aground on the hard realities of money and 
in-fighting among the many would-be 
leaders and was later abandoned. 

But now, at 43, he is back, a tangible 
sign of a new era in South Korea, even if 
he is in a peripheral position. Lee insists he 
has no regrets about splitting with Kim 
Young Sam. Instead he reminds an inter- 
viewer that Kim Ku, one of Korea's great 
nationalist leaders during the Japanese co- 
lonial period, ^used to say he would be 
happy working even as the doorkeeper of 
the government building if our govern- 
ment could be independent. That is what | 
used to think when I spent six years — 
and six winters — in jail, that 1 would be 
happy even as doorkeeper if we achieve 
the civilian government." a 
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terrain of Pakistan is now criss-crossed with 2,100 kms of optical fibre cables, and Vietnam now has an international network second 
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